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ABSTRACT

This research aims to study the mediating effect of innovative work behavior between

transformational leadership and organizational performance. A purposive sample of 249

respondents from Telecomm Sector (twin cities) is selected for the study. The concept of

transformational Leadership is tapped by a scale Multifactor Leadership Questionnaire

MLQ-5X, developed by Bass and Avolio (1995) which consists of 20 items.

Organizational performance scale is measured by using the instrument developed by

Qureshi; T.M (2010) which consists of l0 items. Innovative Work Behavior scale is

measured by using the instrument developed by Zanan (2006) which consists of 27

items. The results reveal positive and significant impact of Transformational Leadership

on Organizational Performance and Innovative Work Behavior. However, Innovative

Work Behavior partially mediates all relationships between Transformational leadership

and Organizational Performance. Implications and future research recommendation are

discussed.

Keywords: Transformational Leadership, Organizational Performance, innovative Work

Behavior.
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CHAPTER 1: INTRODUCTION

I.I BACKGROUND OF THE STUDY

Leaders have important role in cultivating the environment which stimulates the process

of collecting and disseminating information . Transformational leaders have the capability to

generate knowledge and make it applicable as well so that the real benefits of the knowledge can

be reaped (Innovation) which will ultimately lead to better organizational performance (Argyris &

Schon, 1996). Such behaviors of leaders build the proficiency which can help in personal and

professional development (Senge, 1990). Transformational leaders make significant contribution

in developing the aptitude of their followers. Efforts are also made to sustain such environment

I
(

(

I
)

i

)
which supports generation and sharing of knowledge causing an

(Bass, 1999).

in the effectiveness

Without a.good leader innovation cannot be achieved in an organization since the leader's

behavior and practices are directly proportional to their employee's behavior. The behavior of the

head conveys the expectations to the subordinates. Good leaders always encourage and boost their

employees to push their limits and explore the un-explored, thereby resulting in creation of new

and vigorous ideas ( Anderson, de Dreu, & Nlj stad, 2004). The encouraging and supportive

behavior of the leader instills in his subordinate the sense of grbup-belonging. -This sense of group

belongingness results in increased employee cooperation and productivity (DeCremer &

Knippenberg, 2002; Eden, 1984). A leader who effectively leads his team is not only in a

position to create extraordinary innovations, but can also turn the performance into a more

consistent pattern leading to long term benefits of all-those involved in the process of enhancing

organizational profitability (Charlton, 2000).

1__
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For the running of a successful organization, presence of a continuous stream of new ideas

acts as a life line for the organization. This way an organization has the capability to bring in

innovative set of products and services by introducing new technology, management tools, and

administrative techniques by creating new elements in the organization. The process of bringing

in innovation to a setup requires a hands-on approach of the employees who have to work beyond

expectations by using their full potential and overcoming their personal work barriers. The

organizations aiming at maintaining their competitive edge, strive to maintain and instill an

innovative work behavior amongst their employees.

The innovation's role in enhancing the performance of the organiZational has also been

elaborated by a number of researchers (Hurley & Hult, 1998). Organizations relying greater on

innovation are more likely to attain good results as compared to other organizations that do not

give proper attention to innovative techniques. Innovation allows organizations to develop the

capabilities which c"an help in enhancing the organizational performancO and sustain the

competitive advantage with less effort (Hurley &Hult, 1998). Absence of innovative environment

negatively affects organizational productivity (Lcicif & I{eshmati,2002) however, the examination

of innovation from other aspects (like design, innovation etc) can be linked with the

organizational improvement (Danneels & Klienschmidt, 200 1 ).

Oryanization initiatives focused on innovation are primarily described as a means to

enhancffie organizational performance (Hurley &Hult 1998). Leaders can also motivate the

employees to make contributions in establishing an ambiance which thrives in ifinfr6iion.-But:-

Ieader traits and styles are fundamental elements which determine the occurrence of innovative

behavior within the organization. There is extensive evidence that mutual/joint; participatory'



leadership style has better chances to foster organizational innovation as compared to

transactional leadership style (Kanter, 1983). Also transformational style of leadership can play

instrumental role in forming the common goals, provides opportunity to leaders to help and

encograge employees to generate new opportunities and face the challenges (Bass &Avolio,

2000).

Recently a large number of scholars and academicians have focused their studies on

determining factors that determine individual innovations in a particular frame of work in an

organization (Organ, l98S). Getz & Robinson gave arefreshing new rule of thumb in this regard

(Getz & Robinson, 2003) according to them nearly 80% of all improvement based ideas originate

in the minds of the employees who then present it to their heads whereas only 20o/o of all

innovations are the result of properly planned innovation based activities.

The most important factor affecting and influencing knowledge and innovation according

to the latest researches is the leadership itself (Nonaka & Takeuchi, 1995; Senge, Kleiner,

Charlotte, Ross, & Smith, 1994). Richard and Moger (2006) in his study stated leadership as a

process reinforcing creativity and innovation and discovered that there exist characteristics that

are altogether nine in number that overlap each other and in each of this leadership plays a crucial

part. Different outcomes, like performance (Kark & Shamir, 2002), employees' job satisfaction

(Bass &Avolio, 199a) job involvement (Bass, Avolio, Jung &Berson, 2003), employees

organizational commitment (Bycio, Hackett & Allen, 1995), putting extra effort (Seltzer & Bass,

1990), turnover (Bycio et al., 1995), development project team innovations (Keller, 1992),

organizational and individual innovation (Gumusluoglu&Ilsev, 2009; Reuvers, Engen,
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Vinkenburg, & Evered, 2008; Janssen, 2002) have been associated with and preserved as a reSult

of the leadership style.

With irfcrease in the pressure for attaining the top position in the market and to cut through

and come out as the winner the organizations as result of all the competitibn are forced to change

their policies and transform radically. This puts pressure on the leaders who are forced to go for

highest level of performance and explore transformational traits in themselves. According to

Howell and Avolio (1993) transformational leadership is further effectual in improving

reach for the unconventional approach.

innovation than transactional leadership. ffni, mna of leadership is more long-term oriented"lr
therefore they plan, execute and pe'rform with absolute open-mindedness, This makes them a role

I

model figure for their subordinateslwho trust their leader fully. Such leaders explore new ways of

working around problems and encourage their subordinates to become even better performers and

fffrur the organization must create an atmosphere that promotes trahsfofmhtional
{\.r

leadership and innovation-friendly employee behavior/But to be able to do the creative work the
/

employees must culture their minds to have a creative aptitude towards problem solving'and

secondly the organization must be elastic enough to accommodate and support (Kwasniewska &

Neeka, 2004) the unconventional set of mind-frame which is according to numerous studies has

proved to be profitable. As, individual innovative behaviors are vital for brganizational success,

the study of what stimulates them is important (Scott & Bruce, 1994).

-'*-\--.-*

I.2 PROBLEM IDENTIFICATION/RESEARCIIGAP

Extensive past researches provide empirical evidence which reveals the link between

transformational leadership and business/organization performance. Previous literature

10
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summaiiZes that there is d direct positive relationship between these two constructs (Kumar et

a1.,2011; Mahmoud, 2011; Singh, 2009; Zhou et a1.,2009; Farrell et al., 2008; Martin-

Consuegra and Esteban,2007; Langerak, 2002;Deshpand6 and Farley, 1998; Avlonitis &

Gounaris, 1997 Jaworski and Kohli, 1993). Some of past research findings support indirect

influences (Agarwal et al., 2003; Han.et al., 1998).Other researches depict no effects (Nwokah,

2008;Caruana et a1.,2003; Greenley, 1995) between these two constructs. So, there is a need to

further investigate the relationship between transformation leadership and orgJnizational

performance in-order to get a clearer picture.

The relationship of transformational leadership and organizational performarice does not

exist in isolation. There are numbrous other factors that affect this relationship. Innovative work

behavior is one of the relationships that might come between these variables. Transformational

leadership help employees to boost their innovative behavior thus resulting into increased

organizational performance((Anderson, de Dreu, & Nijstad, 2004; Charlton, 2000).

1.3 PURPOSE OF THE STUDY

The study focuses on the telecommunication sector of Pakistan which is the fastest

growing sector. This sector is under the immense pressure of competition which requires firms to

enhance their perforrnance so the factors effecting performance gain importance. A number of

studies are conducted on the ways of enhancing orgarizational performance'gspecially the role of

transformational leadership in this regards. However, there is lack of empirical evidence of

intervention of any other variable in the said relationship. .The present study fills the gap and_

examines the mediated role played by innovative work behavior in the relationship between TL

and organizational performance.
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I.4 OBJECTIVES OF TIIE STUDY

The objectives of the present study are

/- o To examine the impact of TL and Innovative Work Behavior on

Organizatibnal Performance.

o 
. To examine the impact of TL on Innovative Work Behavior.

o To explore the mediating role played by Innovative Work Behavior in the

relationship of TL and Organizational Performance.

1.5 THEORETICAL FRAMEWORK

Past litetature have examined the direct impact by Transformational Leadership on

organizational performance, but this study attempts to investigate the role of other factors like

IWB and its mediating effect in relationship between TL and organizational performance. The

proposed model (see figure 1) focuses on the role of TL and IWB as prediciors of organ izational

1. .,

performance and the mediating role of IWB in enhancing the relationship betWben TL and

organizational performance.

il
l
I

I
l
L
\s

l
l
l
l
x

1
-i

l
l
j
l

lnnovative work behavior

Organizational

Performance

Transformational Leadership

i) rrrr.reunvr cnrsili

ii)roeelzeo rNrlurrcr

iii)INSPIRATIONAL MOTIVATION

iv)INTLELLECTUAI STIMULATION

v)rNornoullzeD coNStDERATIoN

Figure 1: Diagrammatic presentation of theoretical framework
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CHAPTER 2: REVIEW OF LITERATURE

2.1 INTRODUCTION

Twenty first century has brought a paradigm shift in the business environment by

introducing an environment characterized by inimense competition. In order to surviVe, the

organizations ne'ed to change their traditional management practices. Olg*flgr:l !:*: ulro

feel pressurized to develop characteristics of high performance in them. Transformational leaders

ur. ::,d...d T:r.rg.tt., "p.rry.d,_|rtlr::ygdgl ."_r":*.4 
"U"yt 

p_t"lling. Such

leaders develop their subordinates/employees thinking beyond themselves and their individu6l

performance towards becoming high performers and high achievers (Bass, 1985).

In the current challenging era, innovation is not limited for only researchers, development

scientists and professionals, but today's organizations pursuit of long-term sustainability and the

development of the innovative potential of all employees. In order, to create a tfioughfprovoking

working environment, all the employees must be involved'in innovative behaviors and activities.

Employees are relied maximally upon by the organizations to bring something ndw in their

processes/methods and operations (Ramamffihy, Flood, Slattery, & Sardessai, 2005). The work is

becoming knowledge based so, the focus is'on the employees who are encouraged to exhibhit

innovative work behavior to increase the overall performance of the organization in order to

ensure organizational success (Ramamurthy et al., 2005; Axtell, Holman, Unsworth, Wall,

Waterson, & Hanington, 2000).

The present study focuses on a relatively new concept innovative work behavior i.e. the

intentional creation'bf novel ideas and would investigate the mediating role played by innovative

work behavior (IWB) in the relationship between transformational leadership (TL) and

13
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organizational performance (OP). Moreover, the present research is one of its kinds as research

in this area is mainly done in western context. The present study for the first time explores this

relationship in current context.

2.2 TRANSF'ORMATIONAL LEADERSHIP :

The topic of leadership is the main concern to scholars and researchers. Scholars are

putting extra effort for transformational leadership (Bass, 1985), also known as commendable,

creative thinker (Sash Kin, 1988), as well as charismatic (Conger, 1989). In response to the great

importance of transformational leadership, the researchers have gone through the concerns and

suggestions of some of the emergence of transformational leadership. The epicenter of the

discussion has transformed the organizations and individuals who are in the process of

transformational leadership. In order to solve the problem, the researchers studied aspects of

transformational leadership behavior and the relevant effect on subordinates/employees and

organizations (Bass l985,Beruris and Nanus 1985,Rouche, Baker and Rose 1989, Tichy and

Devanna, 1986). These researchers want to focus that how to enhance transformational

leadership, exchange of information and ideas, and vision be put into effect. Therefore,

researchers focused more to either intrapersonal (Bennis &Nanus 1985) or interpersonal

dimension of transformational process, as compare to organizational dimension (Tichy &

Devanna 1986). Researchers, nevertheless, have vouched for a cogent effect ofcontextual onthe

appearance, application, and efficacy of transformational leadership (Avolio & Bass, 1988)

After then review some of the prominent ideas of transformational leader-ship and adapt to

a definition that involves many of these ideas. Consequently, briefly review the accessible

research on the contextual aspects of transformational leadership. Afterwards study the



environmental factors: (a) the organizational efficiency and the importance of adaptation

orientation, (b) the comparative advantages of core technology and cross-border unit in the

organizational system tasks, (c) the structure of the organization, and (d) the model of

government. These factors will ultimately affect the acceptance of organizational change

leadership. Researchers have developed a different definition of leadership which stands still

relevant. As described by (Bums, 1978) "transformational leadership can be attained through

joint efforts of the leaders and followers "to achieve the desired goals. Bennis & Nanus (1985)

show that transformational leadership processes follows the common goal when leaders and

followers move on top of each other's motives. Rouche , Baker & Ross (1989) transformational

leadership as a leader's ability to influence followers working attitudes, values, behaviors and

beliefs of subordinates for the fulfillment of organization short term as well as long term goals

According to Lok and Crawford (2004),leadership contribution acts significantly to an

organization's success or failure. The leader's psychological state reflects the outcomes of the

otganization. Adeyemi Yemi -Bello (2001) stated that transformational leadership creates a

vision of the organization, which often require time to time changes in cultural values that brings

a greater innovation indication. A leader builds a correlation between personal and collective

individual interests, to motivate followers to exert greater efforts and commitment which

ultimately accomplish the organizational obj ectives.

Strategic leadership mainly focuses on the determination of, organizational structure,

strategy and procedures to enhance the effectiveness of the organization (HamBrick, 1989). This

content of strategic leadership is the same as that of transformational leadership. Strategic

leadership does not have a capacity to give clear solution that how to raise the follower levels of

15



need or bonding individual as well as collective interests. Transformational ieadership and

charismatic leadership are subsets of strategic leadership, and they are bound by the subsidiary

features that dehne the charisma-building and transformational pro..rr"r. In addition, although

ihere is a mutual benefit assured charismatic leadership and rL structure, including the unique

and distinct features, they are distinguished from each other."

As revealed, from the early literature, six forms highlight the description of

transformational leadership behavior i.e. discover and communicate the vision, to provide an

acceptable proposal, to promote the goal of the group, to accept a high level of probability

performance, providing individual backup to subordinates and encouragement' TL consists ofthe

following behavior: (1) communication through vision, (2) the development of the staff' (3)

support subordinates, (4) empower subordinates; (5) innovation focused (6) lead by setting

examples, (7) Charisma (Yulk, 1994)'

Yammarino and Bass (1985;1990) distinguished two wide aspects that encompass the

transformational moder: the transactional leadership and transformational leadership

(l)Transactional Leadership: defined as a process focused , attaches great importance to work on

daily basis which results in smooth functioning of organization departments; regulating reward

system and behavior of management by exception are essence of, transactional leadership (2)

Transformational leadership: aspires to practice beyond the direct operational procedures so

that the team members or subordinates' may be helped to revolutionize their works and the ever-

changing needs of the clientele may be fulfilled. Transformational aims are obtained through

inspiration, idealized influence, individual consideration and intellectual stimulation of staff

interests (Brownell, 1983; Ricketts & Nelson, l9S7)'

16



Banerji and Krishnan (2000) stated that the confidence of the followers on leader decides

the actual power of the leader. So to strive a common goal the absolutely necessary properties in

the two way relation between leader and the follower is the mutual understanding of persons

having different motivational levels and power potentials A true leader is a skillful person who

adopts appropriate leadership styles in accordance with the situation and the tasks as the leader

knows its effect on the followers. Howard (2005) argued that Transformational leaders find

different possible ways to see the future which is required and needed by the organization' Their

mind is so skillful that they plan, manage and lead others in undesirable and unpredictable

environment as well so it can be said that unaccepted change in the organization does not affect

these types of leaders. They are the spirit of the organization which keep everyone motivated'

encouraged and keep the hope alive in difficult and dishearten events in the organization' They

also help others without keeping in mind their personal interest they provide coaching and

change the mind of other people for their personal development which leads to high performance

working as a team. And the most importantly they develop leaders by providing others enough

knowledge and experience of different situations with the passage of time they get the skills of

transformational leader (Anderson, Gi sborne and Holliday, 200 6) -

Saowalux and peng (2007) and Burns (1978) describe factors to make a difference

between ordinary and extraordinary leadership that are transactional leadership and

transformational leadership. A trading relationship between leader and the follower which

correlates loyalty and commitment from the follower side is traded for the exchange of monetary

rewards from the leader side. On the other hand, extraordinary leaders also called

transformational leader create the value from efforts of the followers that results in

organizational commitment and loyalty and also encourages the followers so that they can show
77



their performance more than normal and the real weapon for the leader in this case is the factor

known as emotion (Burns, 1978; Bass, 1985). It is observed that an organization achieves its

objectives with the help of transformational leaders. The leader changes the unwanted factors

and the attitude of the organization and its employees and that make a successful organization

(Burns, 1978).

A leader develops a vision of the upcoming things, pass on the vision by representing,

modeling and through actions to give birth to commitment for the vision (Avolio, 1999;

Mcshane and Von Glinow, 2000). Leadership plays a vital role in the flourishing and misfortune

of an organization (Lokand Crawford, 2004). The characteristics and features of a leader can be

analyzed by measuring that how well the organization accomplishes its task with regard to the

standards (Adeyemi-Bello, 2001). The leadership styles adopted by the leader decide either the

organization is successful or not. An organization which achieves its own goals/objectives with

respect of giving credit to its clientele and fulfilling the needs of its stakeholders is the result of

the characteristics of leadership that are enthusiasm, charisma and dedication (Al-Mailam,2004).

By selecting and adopting an appropriate leadership style according to the situation, the leader

can influence the followers with further leads to job satisfaction, commitment and productivity of

both the individual and the organization (Mosadeghrad and Yarmohammadian, 2006).

Bass (1997) explained that TL paradigm finishes the follower's personal interests and

gives life to the prosperity of the group, organization and society. Transformational leaders make

values, creators, translator of institutional purpose, developers of meanings, people who finish

perplexity and affect the organizational culture as well as staying qualities and firmness in

decisions (Bradley.W,2010). Their vision is so steadfast and coercive that they know what they
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want; they have clarity of thought and know what to gain from every -J,rnr. Their visions give

power to other rather than bluffrng or blinding them. Such types of leaders have awareness and

work for the goodwill of the system and sense of developing long term strategies which further

leads to right direction. They also know what type of norms, values, believes that overall develop

a culture is needed in the organization to achieve the goals of the organization that results in

personal and organizational development'

To meet the needs of the environment and the internal needs they change or sometimes

shape the culture by stimulating, motivating, innovating and modeling with respect of their neEd'

This analysis is what makes a transformational leadership, further simplified by the (House,

1988), which describes the role of transformational leadership ", as having confidence on

follower,s skills to accomplish tasks to fulfill the expectations of the leader by showing their

performance and the leader on the other hand provides followers with clear visions of the

future,,. More than 7,500 people across the country throughout 1990 (Kouzes and Posner, 1999)

carefully observed and the management of various industries. Asked a lot of people they are

looking for the quality of their leaders. The founding was quiet interesting, they found top rated

qualities that people look in their leaders were that the leader should be intelligent, leader should

be honest, leader should be inspiring, forward looking and must be competent and all these are

the qualities of an effective transformational leader. Lee and Chuans-(2009), explain that an

effective leader motivates the followers and the coworker's potential to increase efficiency which

overall form a process which leads to achievement of organizational goals. Fry (2003) explains

leadership as a plan to motivate the potential of the- staff that results in the development and

growth of the organization as well as personal career development. With the help of appropriate

leadership strategies an organization performance can be achieved which include completion of
19
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certain objectives such as high profit, TQM, market share, survival at the time of failure of the

organization or standard financial outcomes (Koontz and Donnell, 1993).

,,i
Organizational performance is used to compare one business entity with other business

entity on the fields of profit making, market share and on the base of TQM. It also indicates the

efforts of the members by measuring their productivity in regard of growth, revenue and

development. Visionary leaders develop and idea of the future interact the vision by displaying,

modeling and through actions to forge commitment for the vision (Avolio, 1999; McShane and

Von Glinow, 2000). Core qualities among the employees and in the organization that are

motivation, commitment, trust and cohesion is formed by visionary leadership (Zhu et al., 2005).

lA positive relation is found between organizational change and workers commitment. It

has been revealed that vision, leader-followership relationship, job motivation and role autonomy

causes commitment to change. A leader should be cautious when making a change because it not

only effects organizational perfonnance but has adverse effects on the followers (Parish et.al.,

2008). Many reasons show that there is a link between leadership style and organizational
I

performance.,Currently different market publishes competition based on innovation, competing
!

on performance, declining returns, and the advancement of current skills, knowledge, and

abilities (Santoraet al., 1999; Venkataraman, 1997). Researchers have shown that organizational

performance can be benefited by effective leadership acts if they face these ordeals (McGrath

and MacMillan, 2000; Teece, Pisano and Shuen, 1997).

INNOVATIVE WORK BEHAVIOR

The rising competitive conditions emphasize the organizations to innovate i.e. produce,

carry, making quick and fruitful decisions and change existing ideas (Van de Ven, 1986). Due to

I
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globalization strong competition is created in resource- and product-market activities. This

competition compels the organizations to struggle over resources that are not touchable like

human resources (Gardner, 2005). The use of innovative practices is becoming a need for

attaining longer term performance (Chartier, 1998)

In recent times, a new perspective of innovative behavior i.e. Individual behavior has

been introduced. The individual innovative behavior involves anticipatory work behavior (Crant,

2000) and spark (Morrison & Phelps, 1999). The innovative behavior is expected to produce

innovative outputs, new products and processes aimed at benefiting the organization (Scott &

Bruce, 1994; West &Farr, as cited in West, 2002).

Innovative work behavior is defined as "the behavior of individuals facing the new ideas,

processes, products or procedures to start and intentional introduction (in work role, group or

organization) and production (De Jong, 2006 G,.19). This definition circumscribes innovative

work behavior to a well-planned effort by going beyond formal requirements of the job and to

produce new outcomes. To begin innovations, employees can produce ideas by depicting

innovative behaviors that determine opportunities, recognize fissures in performance or find

solutions for problems (Organ, 1988).

The innovation process is a combination of discontinuous activities (Schroeder,Van de

Ven, Scudder, & PoUey, 1989; Kanter, 1988). It is conjectured that the individuals remain

involved in these kinds of behaviors at any time (Scott and Bruce, 1994). These are extra roles

and are normally not obligatory and discretionary (Organ, 1988; Katz & Kahn, 1978; Katz,

1964). Individuals' innovative behaviors in high performing organizations are considered as

foundation for exploration that exactly motivates or enables individual innovative behavior is
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instrumental (Scott and Bruce, lgg4).A number of researches disclose a constructive association

between leadership and work/organizational outcomes. Despite, these researches, the association

between leadership and innovative behavior entails further research'

Today in a very challenging environment, innovation is a necessary goal. Excellence in

innovation, enterprise might succeed and progress at a higher speed, smarter than your

competitors. In recent years, due to the changes in a variety of environmental changes around

the global trade organization,most people trying to achieve innovation performance'

With the rapid development of technology, and the gradual globalization of the market,

in this highly competitive business environment, the traditional organization and managOment

is considered to be acceptable tactics. Today, businesses must survive competition through

continuous improvement in process and innovation in methods, and maintain a competitive

advantage. In other words, companies need innovation'probability of survival. Drucker (1993)

innovation is not just a process,* bdt on the basis of innovative changing demands the

environmental factors needs of the production process, changing industry and market, and the

amalgam of the composition of the population require TL. Innovative products in today's

competitive business environment, manufacturers need to ensure the fertility value in a very

short time. These manu?acturers, therefore more focused on the need for performance rather

than the traditional size. In addition, manufacturers need to provide innovative products and

innovative custom (Buzacott, Igg4,.1997, Lamb, Suarez, Cusumano, precision, 1995)'

Therefore, manufacturers must also realize the dimensions of innovation and innovation

performance.

tJ
"i4$1\o

)

E
I

I
il

U

il

,I
I

ll

l
l
l

t

1

22

I



Organizational innovation process seems to have a twofold effect. On the one hand,

empirical studies have shown that innovation to improve the growth and survival of the

enterprise. On the other hand, innovation is a very complicated and risky process, and the

success rate is very low, sometimes fatal. Organizational innovation relates in many disciplines

and fields, such as management strategy, business, political science and marketing (Ries and

Trout, 1981) as a leaming experience, innovation and research. Peters and Waterman (1982)

believes that innovation is a mean, through which the organization respond to changes in the

environment. Rogers (2003) and Tushman & Nadler (1986) proposed method innovation

means a new idea, product, service or organization.

Subramanian & Nilakanta (1996) define innovativeness as the adoption of new ideas,

methods, or services. Vigoda and JiaDuote (2005) view of the ability of independent innovation

is characterized by multi-dimensional organization. They define the organization's ability to

innovate while facing competition in changi4*g-.gnvironment. In this regard, the performance,

and even the survival of the organization is more dependent than ever to achieve a strong

competitive position and its flexibility, adaptability, and the ability to respond. Therefore not

surprisingly that more and more innovation as a strategy enables a firm to increase its

flexibility, competitiveness and performance (Van De Master, 1986). Organizational

innovation is defined as a strong tendency to actively support new ideas, novelty,

experimentation and innovative solutions (Wang & Ahmed, 2004).

A large number of studies have shown that the innovative enterprises how to improve,

in order to adapt to changes/ or coup up with them in the environment, and to ensure its long-

term growth and survival (Chen Guan, 2010;, Damanpour, 1986). Innovation is an important
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basis for the organization's dynamic capabilities, in fact the basis of competitiveness (Zerenler,

Hasiloglu, Sezgin,2003). Therefore, performance of the workers is a very important aspect of

the innovation performance (Dundon, 2005).

Afterwards, Dundon, (2005) differentiates creativity from innovation, and suggests that

innovation construe four elements named as creativity, strategy, implementation, and

profitability. Some researchers have suggested the two dimensions of innovation. Nilakanta

Subramanian, (1996) divided OI into two categories'

(1) Technical innovation, products, services and processes, and

(Z) The management of innovation, including organizational design/structure,

management processes/methods and programs'

Pacharn and zhang (2006) proposed two types, namely of oI innovation and

technological innovation. In fact, if (Desouza et. al., 2OO7), researchers believe that there are

two forms of innovation in an enterprise environment for example, user and lnnovation.

Technical innovation is discriminated from administrative innovation. The innovations

which befall in an organization under technical classification are known as technical innovation

and it is straightforwardly linked with the elementary operations of organization. It can be in

different form like introducing a fresh idea for a unique product or service, or it can be a new

installation of a fresh part in an organizations production system or operations. It is anticipated

that technical innovations will enhance the efficiency of technical system in organization

(Damanpour and Evan, lgs4). The innovations that affect the social system in an organ ization
are known as administrative innovations. The kinship that exists between the people who

24



collaborate and cooperate with each other to execute specific targets and assignments

business setting and this system is the social system of an organization (Cummings

Srivastva, 1977).

product innovation and process innovation both are nearly connected to hypothesis of

technological advancements. Beginning of a new good or service or consequential updating an

existing product of service with respect to its features, characteristics or basic uses; that

comprises of improving technical requirements of a product, elements and materials, integrated

software, user favorable and advantageous or other functional features is named as product

innovation (GurhanGunday, GunduzUlusoy, Kemal Kilic, LutfihakAlpkan)'

Innovation keeps on changing with the passage of time so it is quite appropriate to say

that innovation has different forms like innovation took place in a form of a fresh product or

service, a new system in an organization, a unique production method, or a fresh administrative

and technical system in an organization (Bilgihan et al2}ll;Gebauer et a1.,201l;Ren et al.,

20l0).Benefits for unique innovation emerges when currently fashionable and fascinating

products are invented by ruling competitor's performance, features, properties, fashion and

configuration innovation by the organizations (Miller, 1938). Innovation act as competitor

advantage the organizations which are customer focused, with the help of external sources it

collects, analyze and interprets the customers information that lead them to understand their

customers future needs and taste so that they can act accordingly (Zhou et. Al., 2009).It is the

expectation of the external environment that-includes customers and competitors that the

organization uses ,rp io date technology and also invent fresh goods or services in the start

(Gebauer et. Al., 201 1).
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Fundamental type of organizational innovation attribute the invention of fresh corporate

practices that includes supply chain management, thin production, re-engindering and TQM for

the purpose to structure work and methods (Nguyen-Van, 2}Il).Second type of organizhtional

innovation attribute to the beginning of a system known as knowledge management that consists

of complementary practices like skills for management, extra training to employees, systematic

arrangement of employees, allolation andparticipation, and saving knowledge which results in

elasticity, adaptability, one-upmanship and organizational effectiveness (Prahalad and

Hamel,1990; Grant,1996; Spicer and Sadler-Smith, 2006). Thirdly, a type of organizational

innovation attribute to manipulating operations or simply manipulating work in organization.

To achieve great rivalry "on the bases of great skills, confidence and character it is

essential to adopt orgarizational innovation as discuss above (European Commission's Green

paper, lggT). Fourthly, the organizational practice attribute to the kinship and affiliation with

other organizations or general businesses and companies through conjunctions, collusion,

combination, union, outsourcing or subcontract. The networking of organizations' innovation

competence results in formation of a worldwide economy based on knowledge (Caroline Mothel

Uyen T. Nguyen-l2ftPhu Nguyen-Van 2011), l

In addition, some researchers OI position is divided into three categories. Same

(Popadiuk and choo, 2006 ) OI classified into three categories: technologicii innovation, market

innovation and management innovation. Lim (2005) identified four levels of OI, including

innovation environment, innovation, teamwork, innovation and. personal. There are numerous

studies on how the management of innovation is related to corporate strategy. Chandler (1993)

analyzed how corporations could develop new products and new markets, as well as expands



geographically, using a diversified structure. Building on (Bower, Burgelman 1980, 1983)

studied the relationship between innovation and strategy and found that it often is the lower

levels in the organization that shape the actions, which retrospectively are made sense of as

strategy by the management over time (Burgelman and Sayles, 1986) described how the

innovations deeply rooted in research and development (R&D) departments and backed by

middle management were driving strategy rather than top management. (Ellonen et al, 2008)

found that trust, both organizational (e.g. to the management) and institutional (e.g. to the

organizational system, such as human resource (HR) practices, etc.) had positive influence on

organizational innovativeness. (Bro"ring and Herzog, 2008) argue that certain dynamic

organizational set-ups could improve the handling of ambidexterity in innovation, and (Kreiner

and Schultz,l993) studied informal R&D collaboration in informal networks and observed how

collaboration outside the corporation was central to innovation (VandeVen, 1986) argues that the

management of innovation is not only comprise producing new ideas, but also about effective

resource allocation (Burgelman and Grove, 1996) analyzed strategic dissonance and inflection

points in terms of how a firm adopted new technology and started to deviate from the existing

formal strategy.

(Normann, 2001) focused on how innovations in different forms were important for

reframing business models, while (Preshantham, 2008) analyzed new ventures and strategic

renewal with regards to intern ationalization. In sum, this suggests that the interpretation of

strategy by different groups in the organization may have significant impact on innovation. The

capacity of organizations to energetically sustain fresh thoughts, ideas, uniqueness, and testing,

investing and ingenious resolution is known as organizational innovation effectiveness (Wang,

and Ahmed,2OO4). Innovation empower organizations to restore, re create them, support the
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modifuing surroundings and guarantee their long-lasting expansion and continuity (Chen, and

Guan, 20101' Damanpour, 1991; Van de Ven, 1986).

Innovation gives an incomparable base for organizations influential competencies and

undoubtedly a keystone for its rivalry (Zerenler, Hasiloglu, & Sezgin, 2008). So, innovation

effectiveness is a significant appearance of worker effectiveness which ultimately results in

enhancing organizational performance.

2.4 ORGANIZATIONAL PERFORMANCE

From almost three decades researchers are attempting to define performance. The

organizational performance literature reveals a number of definitions:

According to (Mitchell,2OOZ) "Organizational perfornance is a broad concept, to seize

what institutions production, groups interact with them. The performance of the organization

relates to its purpose and is described as the organization's motivation, the interaction function of

the capacity, and the environment extemal force. Performance also reflects the achievements of

the resources used by the relevant organizations. The agencies in their work environment, the

performance should be considered (Mitchell.H, 2002).

The main goal of the business is to gain high performance and maximum profits (Paul

&Ananthararnan, 2003).In order to maximize the profits the organizations need to increase their

performance (Delaney &Huselid, 1996). The organizational performance is supposed to have

these dimensions: a) Effectiveness: organization meeting its objectives (Dyer & Reeves,l995;

Rogers & Wright, 1993); b) Efficiency: use of least resources to meet defined objectives (Dyer

& Reeves, 1995; Rogers&wright, 1998); C) Development: the development of innovative



0ao-

d
\r
F-

products to meet the near future and strategic opportunities and challenges (Phillips, 1996), and

d) satisfaction: all participants, stakeholders, employees and customers (Delaney, 1996), E)

quality and process (Guest, 2001), F): the percentage of the production of high-quality products

(Delaney Huselid, 1996).

Organizational performance can also be seen as a multi-dimensional performance more

than just financial (Baker and Sinkula, 2005). The organization is able to continue to exist

(Griffin, 2003), to what extent is described as organizational performance to meet the

requirements and needs of the stakeholders. Stoelhorst Van Raarj, (2004) described the market

positioning, marketing company stated yield spreads on both sides of the direction of the market

development in order to improve performance conditions, differentiated and cost advantage (Li

Zhou,20l0) company.

Extensive past researches provide empirical evidence which reveals the link between

market course and business/organization performance. Previous literature summarizes that there

is either a direct positive relationship between these two constructs (Kumar et al., 2011;

Mahmoud, 20ll; Singh, 2009.Zhou et al., 2009; Farrell et al., 20O8;Martin-Consuegra and

Esteban, 2007; Langerak, 2OO2). Some of past research findings support indirect influences

(Agarwal et a1.,2003; Han et al., 1998).Other researches depict no effects Q''lwokah,2008;

Caruana et a1.,2003; Greenley,l995) between these two constructs.

Innovative growth strategies for companies across the threshold, and in new markets,

increase market share and provide a competitive advantage for the company (Gunday et al,

20Il), one of the primary means. Innovation performance than the background factors, such as

innovation, the context of civilization, the age of the company will affect innovation collision in
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a large degree of (Rosenbusch et al, 20ll) organizational performance. According to the

forecast, Han et aI. (1998), a market-driven company is likely to be innovative, which, may leiid

to better performance. It has been found through the literature, is a positive relationship between

innovation and performance (Jimenez JimenezandSaruValley, 20ll;2006 Thornhill).

The literature summary submitted plans, financial incentives and government internal

incentive and humility certainly impact on manufacturing performance (Cook, 1994). There is a

lack of studies; however, exploring financial incentives and intrinsic motivation combine to help

manufacturers in the size of tradition and innovation. (Cameron and Pierce, 1994 Koestner, and

Ryan, 1999 Eisenberg, Lodz, md Cameron, l999).Prevailing position of surrounding (e.g.

irresolution, lofty imperil and instability) demands the production of innovation by the

organizations to continue and prolong their rivalry.

Competency in innovation is an incomparable ingredient that leads to organizational

effectiveness (Hurley &Hult, 1998). Innovativeness gives pliancy to organizations to pick

various opportunities to comfort their clients to preserve them which helps in continuation of

business (Banbury& Mitchell, 1995). The procedure of transforming the opportunities into

practical utilization is known as innovativeness (Tidd, Bessant, &Pavitt, 1997) and when it is

literally utilized in exercise (Schumpeter, 1934). '

It is a communication process which provides opportunities to organizations to

communicate with clients, suppliers and also with informative academies and businesses

(Freeman, 1987; Kline & Rosenberg, 1986). Innovation is acknowledged as a fundamental

component of progressive competency and rivalry of markets (Schumpeter, 1934). Currently,

organizations are facing rivalry and everlasting altering state. In this climate the effectiveness
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and continuation of organization rery on their capability to reach a firm and antagonistic spot and

it also depends on their elasticity, capacity to adopt different things and on ability to response'

Thus,itisscarcelyamazingtoseeincreasinginvolvementininnovationlikestrategythat

permits the organization to amend its elasticity, antagonistic spot and effectiveness (Van de Ven,

le86).

The capacity of organizations to energetically sustain fresh thoughts, ideas, uniqueness,

and testing, investing and ingenious resolution is known as organizational innovation

effectiveness (Wang, and Ahmed ,zl}4).Innovation empower organizations to restore' re create

them, support the modifying surroundings and guarantee their long-lasting expansion and

continuity (chen, and Guan, 2llO;Damanpour ,lggl; van de ven' 1936)' Innovative behaviors

areconcemed,eventhoughTeece(1986)recognizedthatharmonizingpossessions(suchas

marketingororganizationalcapabilities,regulatoryknowledge'contactwithclients'etc')liftthe

worth of firms' technological innovations. stiegtitz and Heine (2007) hypothetically call

attention to the impact of organization complementary assets on ftrms' innovativeness'
z1:-
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Cross sectional design was used for the study. A purposive sample of 24grespondents

from telecom organizations (twin city) was used for the main study.

3.3 MEASURES:

3.3.1 TRANSFORMATIONAL LEADERSHIP

TL scale of Multifactor Leadership Questionnaire MLQ-5X, developed by Bass and

Avolio (1995) was used to measure transformational aspect of leadership. This scale consisted of

20 items. All the items were anchored on five point Likert type scale, ranging from never (1) to

always (5).

- 
3.3.2 ORGANIZATIONAL PERFORMANCE

Organizational performance scale was measured by using the instrument developed by

' Qureshi; T.M (2010).The scale consisted of 10 items and was anchored at five point Likert- type

scale ranging from strongly disagree(l) to strongly agree(5).

I

3.3.3 INNOVATIVE WORK BEHAVIOR I

IWB scale will be measured by using the instrument developed by Zarnan (2006). This

scale consists of 2l itemsand is anchored at five point Likert- type scale ranging from strongly

disagree (1) to strongly agree (5).

- 
3.4 SAMPLE AND DATA COLLECTION

The data for study was collected by floating questionnaire to 300 employees personally

{ and responses were received personally. The questionnaire was distributed to the employees in

regional offices as well as head offices of various Telecom companies in twin-cities. Purposive-

convenience sampling technique was used as sample selection technique.
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3.5 DATA ANALYSIS

Two types of analysis were conducted in measurement model; first was confirmatory

factor analysis (CFA) and second was Structural Equational Modeling (SEM) by using AMOS'
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.. CHAPTER 4: RESULTS

4.1 RESIDTS.PILOT TESTING

The study was conducted on a sample of 100 employees of telecom sector of Pakistan

and to examine the psychometric properties of the instruments. Results of the pilot testing are as

following.

Table l: Mean, Standard I)eviation, Range and Alpha Retiabitity Coeflicients of the scores

on all measunes (N = 100)

Scale No. of items Value of Cronbach's

alpha

a
* 4 .76ATTC

IDI

INM

INS

INC

IWB

OP

4

4

.80

.82

.85

4

l8

.89

.84

.81
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The o coefficient all instruments used in the study are given in Table 1. The values meet

the requirements of the reliability of all sizes within the acceptable range. The alpha coefficient

is the highest moral value, and the minimum value is the ATTC. All three scales / reliability of

the instrument is higher than the required reference point 70, which indicates that all of the

elements of the instruments beyond an acceptable standard, and can be used in the present study

(Deng Julong, 197g). Table I also shows the descriptive statistics of variables. The results show

that the average highest and lowest average of 0.76, 0'89'

4. 1. 1 CONFIRMATORY FACTOR ANALYSIS

In this study, we use a two-stage structural equation modeling (SEM) approach to solve

this assumption. Before proceeding to the next step confirmatory factor analysis (CFA) was

conducted into assess the construct validity and other psychometric properties of data. For this

purpose Maximum Liklehood estimation was used. Chinna (2009) purpose that one should

proceed to test the structural model provided if the measurement test is found acceptable, as, it is

a common practice to be followed in management studies (Carlson, Kacmar & Williams, 2000)'

All the constructs of the transformational leadership, organizational performance and innovative

work behavior were tested. The criteria being tested was based on Chi-square goodness of fit

index consider include fitting goodness of fit statistics, degrees of freedom (CMIN / DF) divided

by the minimum difference in the goodness of fit index (GFI), a kind suitable adjustment index

(AGFI), Comparative Fit Index (CFI), Tucker - Lewis coefficient (TLI), and approximate the

root mean squafe error (RMSEA). The SEM literature suggests a model, is said to have an

acceptable fit when GFI TLI, CFI, AGFI, RMSEA, 3.0, 0.05, or less than or equal to 0'95 or

later, 90 or more for at least CMIN / DF (Bentler and Bonett, 1980, Hu Teller, 1999 Carmines
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and Mclver, 1981), the results of confirmatory factor analysis (CFA) measuring element the

following ways:

4.1.1 .l

ATTRIBUTTVE CRISMA

Iiigur* 3 { ) Ii';\ 3trr "A'l'T lt{ }} t ;'tr'I VH {i}lIi.IS}'I A"'

Chi-square: 14.170

Chi-square/dts 7.085

AGFI=.665

TLI: .543

RMSEA:.248

dF2

p-value:.000

GFI:.933

CFI:.848
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CFA shows a slight adjustment . y}ldf vabae 3 is that it is slightly larger than 3. Joreskog

and Sorbom (1993) speculated that range from 0-3 is more suitable in a smaller value should be.

The GFI, TLI, and CFI values were 0.933,0.543 and 0.848, which is close to the value of the

reference 0.9. RMSEA value is equal to 0.248, is greater than the reference value of 0.08, under

BrowneandCudeck (1993) RMSEA value is less than 0.08 indicates good adjustment.

Standardized coefEcient estimates 0.68,0.51 ,0.79 and0.47. All of these values are in satisfactory

level of more than 0.3, therefore, be considered good, P <0.001. The R 2 vahrc is 0-46,0'26,0'63,

and0.23,respectively, these values are represented as Tl,T2, and T3 and T4 are each pointer

interpretation of the percentage change in ATTC factors. From the results, we can see, T3 is the

best indicator of this building, with the highest standard is estimated to be 0-79,the lowest is T4

indicator value 0.47.

(.
! All values are very close to the value of a reference model to be accepted'
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IDEALIZED INFLUENCE

Figure 4 CFA foT "IDEALIZED INFLUENCE"ql'I

\.
Chi-square= 2.652

Chi-squareldF 1.326

AGFI:.896

TLI: .966

dF2

p-value=.000

GFI=.855

CFI:.989 RMSEA:.057

CFA shows a slight adjustnent. Xzldt value is 2.652, which is less than 3'

Joreskog&Sorbom (1gg3) speculated that the range between 0 and 3, indicating a more sriitable

ideal value. The GFI, TLI, and CFI values were 0.85, 0.96 and 0.98, which is close to the value

of the reference 0.9. RMSEA value is equal to 0.16, is greater than the reference value of 0.08,

under Browneandcudeck (1993) RMSEA value is less than 0.08 indicates good adjustment. The
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standardized coeffrcients were 0.62, 0.48,0.71 and 0.56. All of these values are above the

acceptable level of 0.3, therefore, is considered to be good with a P <0.001' The value of R 2 is

0.38,0.23,0.51 and 0.32 respectively, T5, T6, T7 and T8, of these values represents the

percentage of each index difference is explained by the factor IDI.

All values are very close to the value of a reference model to be accepted'

INSPIRATIONAL MOTIVATION

Figure 5 CFA foT "INSPIRATIONAL MOTIVATION"
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Chi-square= .840

Chi-square/dts .420

dt2

p-value:.000
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AGFI:.843

TLI: 1.018

RMSEA= 0.16

GFI=.944

CFI:0.88

-

-

CFA shows a slight adjustment. X2ldf value is 0.420, which is less than 3. Joreskog and

Sorbom (1gg3) speculated that the values between 0 and 3 shows better suited to a smaller value

of what it should be. The GFI, TLI, and CFI values were 0.94, 0.84 and 0.88, which is close to

the value of the reference 0.9. RMSEA value is equal to 0.16, is greater than the reference value

of 0.0g, under BrowneandCudeck (1993) RMSEA value is less than 0.08 indicates good (1993)

adjustment. Standardized coefficient estimate is 0.70, 0.90, 0.78 and 0.78. All of these values are

above suitable level 0.3, therefore, is considered to be a good p-value <0.001. The value of R2 is

0.4g,0.82,0.61, and 0.61, respectively, and these values represent the T9, T10, T1l andTl2'

respectively, the percentage of each index difference by a factor INM. All values are very close

to the value of a reference model to be accepted'

:?

*

L

I

4t



Fit-+!_i__.."1-+..,tllrul!
I

J'

Figure 6 CFA for'6INTELLECTUAL STIMULATION"

Chi-square: 7.845

Chi-square ldf: 3 .922

AGFI=.891

TLI: .7ll

RMSEA: .172

dF2

p-value:.000

GFI:.812

CFI=.904

cFA shows a slight adjustment. x"2ldf value is 3.922, which is slightly greater than 3'

(Joreskog and Sorbom) 1993 presumed value between 0 and 3 shows better suited to a smaller



value of what it should be. The GFI, TLI, and CFI values were 0.81,0.11 and 0.81, which is close

to the value of the reference 0.9. The value of the RMSEA is equal to 0.17, higher than the

reference value of 0.08, according to Browne and Cudeck (1993) value less than 0.08 indicates

the RMSEA good choice. Standardized coefficient estimate is 0.22, 0.77, 0.57 and 0.67. All of

these values are above the acceptable level of 0.3, therefore, is considered to be good with a P

<0.001. The values of R 2 for T13, Tl4, T15 and T16,0.05,0.59,0.33, and 0.44, respectively,

these values can be interpreted as the percentage change in the INS by each pointer factors. All

values are very close to the value of a reference model to be accepted.

INDIVI DU ALIZED C ONSID ERATIOI\{

Figure 7 CFA for "INDMDUALIZED CONSIDERATION"

Chi-square: 9.678 df:2
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Chi-square/dH.839

AGFI:.833

TLI:.751

RMSEA:.197

p-value:.000

GFI:.815

CFI:.917

Y

49

CFA shows a considerable alteration. y.2ldf value is 4.839, which is slightly greater than

3. (Joreskog and Sorbom) 1993 presumed value between 0 and 3 shows better suited to a smaller

value of what it should be. The GFI, TLI, and CFI values were 0.81,0.75 and 0.91, which is

close to the value of the reference 0.9. RMSEA value equal to 0.19, and is greater than the

reference value of 0.08, while (Cudeck andBrowne, 1993) are shown, the adjustment value of the

lower RMSEA 0.08 good. Idealized coefficient estimates were 0.75, 0.50, 0.81 and 0.51. All of

these values are above the acceptable level of 0.3, therefore, is considered to be good with a P

<0.001. R 2 values are 0.56, 0.25,0.66, and 0.26, these values T17, Tl8, Tl9 and T2O predict

the percentage difference INC explained by each factor indicated.

All values are very close to the value as a reference model is accepted.

r-

-

i
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4.I.I .2 ORGANIZATIONAL PERFORMANCE

Figure 8 CFA for "ORGANIZATIONAL PERFORMANCE"

Chi-square: 30.058

Chi-squareldF 2.147

AGFI:.798

TLI: .802

RMSEA:.108

dtr 14

p-value: .000

GFI:.812

CFI:.868

CFA shows a slight adjustment. X2ldf value 2.147 is less than 3. Speculated in (Joreskog

& Sorbom 1993), ranging from 0-3 display is more suitable in a smaller value should be. The

GFI, TLI, and CFI values were 0.81,0.80 and 0.86, which is close to the value of the reference

0.9. RMSEA value equal to 0.10, higher than the reference value of 0.08, while

(BrowneandCudeck, 1993) the value is less than said RMSEA 0.08 good choice. The
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standardized estimate coefficient for Pl,P2,P5,P7,P8,P9,P10 0.76, 0.76,0.36,0 '41,0'56,0'42 and

0.31 respectively. A11 of these values are above the acceptable level of 0.3, and therefore, is

considered to be suitable for use with p <0.001. The values R2 is 0.57,0.58,0'13,0'17,0'31,

0.18 and 0.10 for Pl, P2, P5, P7, P8, and P9, and PlO, these values indicate that the

interpretation of each of the indicators is the percentage change of the OP factors'

All values are very close to the value of a reference model to be accepted'

4.1.1.3 INNOVATIVE WORK BEHAVIOUR

IDEA GENERATION

Figure 9 CFA for "IDEA GENERATION"

Chi-square: 7.55

Chi-square/dF 1.51

dtss

p-value: .000
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AGFI:.919

TLI: .968

RMSEA: .072

GFI:.814

CFI:.984

CFA shows a slight adjustment.X"2ldt value is 1.51, which is less than 3. (Joreskog and Sorbom)

1993 speculated that range from 0-3 better suited to a smaller value of what it should be. The

GFI, TLI, and CFI values were 0.81, 0.96 and 0.98, which is close to the value of the reference

0.9. RMSEA value equal to 0.07, and is greater than the reference value of 0.08, while Cudeck

(Browneand, 1993), values below 0.08 RMSEA is a suitable guarantee. The idealized influence

estimated coeffrcients are 0.61,0.58,0.84, 032 and,0.7l. All of these values are above the

acceptable level of 0'3, therefore, is considered to be good with a p <0.001. R 2 values are
0'37,0'34,0.7r,0.5r and 0.50 these values for IwB6, IWBT IwBr4 IwB22 and IWB23
represents the difference of the percentage of each pointer in the IDEAG..

All values are very close to the value as a reference moder is accepted.

47



IDEA PROMOTION

F1

Figure 10 CFA for*IDFA PROMOTION"

Chi-square= 4.598

Chi-square ldf:2.299

AGFI:.890

'TLI: .934

RMSEA: .1 15

df:2

p-value:.000

GFI=.978

CFI:.978

I
I
4

J'l

{l
I

I

CFA shows a slight adjustment.X2ldt value is 2.99, which is less tlian 3. Joreskog and

Sorbom (1993) speculated that range from 0-3 is more suitable in a smaller value should be. The

GFI, TLI, and CFI values were 0.97, 0.93 and 0.97, which is close to the value of the reference

0.9. RMSEA value is equal to 0.11, is greater than the reference value of 0.08, under
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BrowneandCudeck (1993) RMSEA value is less than 0.08 indicates good adjustment. The

standardized coeffrcients were 0.58, 0.80, 0.62 and 0.80. All of these values are above the

acceptable level of 0.3, therefore, is considered to be good with a P <0.001. The value of R 2

0.33, 0.64, 0.39 and 0.65 IWB4, IWB5, IWB12 and IWB2I, these values represent the

percentage change for each indicator IDP factors explain.

All values are very close to the value as a reference model is accepted.

IDEA IMPLEMENTATION

Figure 11 CFA for "IDEA IMPLEMENTATION"

Chi-square: 2.652

Chi'square ldf: 1326

df= 2

p-value:.000
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AGFI:0.849

TLI: 0.966

RMSEA= .057

GFI:0.851

CFI:0.989

a

CFA shows a slight adjustment.X}ldf value is 1.326, which is slightly greater than 3.

(Joreskog and Sorbom 1993) presumed value between 0 and 3 shows better suited to a smaller

value of what it should be. The GFI, TLI, and CFI values were 0.85, 0.9 and 0.98, which is close

to the value of the reference 0.9. RMSEA value equal to 0.05, higher than the reference value of

0.08, while (BrowneandCudeck, 1993) the value is less than said RMSEA 0.08, good choice'

The estimated coefficients are 0.47,0.64,067,0.65,0.68,0.68, 0.74,0.73 and 0'78' All of these

values are 0.3 or more, the proper level, therefore, is considered to be acceptable, with a p

<0.001. R2 value is 0.22,0.41,0.45,0.42,0.47,0.47,0.55,0.53 and 0.60 IWB1 the IWB5 IWB9'

IWBI0 IWBI I IWBIg IWB25 IWB26 lWB27 respectively, these values show that in IDI these

percentage of changes are brought by each pointer. All values are very close to the value as a

reference model is accepted.
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4.2 MAIN STI]DY

\

f

/

-

4.2. 1 SAMPLE CHARACTERISTICS AI\ID DESCRIPTIVE STATISTICS

Demographic

variables
Frequency

o/ototal

sample
Mean s.D

Gender Male

Female

208

4t

8lo/o

t9%

0.60 0.50

Age

(in years)

2t-25

26-30

3 1-35

3640

Above 40

20

30

r00

50

49

0.8%

t2%

40%

20 o/o

l9o/o

29.00 7.27

Education

t0-12

t2-14

t4-16

l6-18

Above l8

25

40

100

37

47

t0%

l60/o

40%

t4%

t8%

2.57 1.10

Experience

0-3

3-7

7 -10

Above 10

25

103

72

39

t4%

4t%

28%

39o/o

1.87 1.30
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4.3.1 INSTRUMENTS:

4.3.1.1 TRANSFORMATIONAL LEADERSHIP

TL fa cet of Multifactor Leadership Questionnaire MLQ-SX, developed by B ass and

Avolio (1995) was used to measure transformational aspect of leadership. This scale consisted of

20 items. All the items were anchored on five point Likert type scale, ranging from never (l) to

always (5). All aforementioned items were above the inclusion criteria'

4 4.3.I.2 ORGANIZATIONAL PERFORMAIICE

Organizational performance scale was measured by using the instrument developed by

eureshi; T.M (201Q).The scale consisted of l0 items and was anchored at five point Likert- type

scale ranging from strongly disagree (1) to strongly agree (5). The items P3, P4 and P6 were

excluded because they didn't fall in the inclusion criteria.

;

4.3.I.3INNOVATIVE WORK BEHAVIOR

IWB scale will be measured by using the instrument developed by Zanan(2006). This scale

consists of 27 items and is anchored at five point Likert- type scale ranging from strongly 
,

disagree (l) to strongly agree (5). The items IWB2, IWB8, IWB9, IWB12, IWBI3, IWB14, :

IWBI5, IWBI6, IWB17, IWBI8, IWB20, IWB21 and IWB24 were excluded because they

didn't fall in the inclusion criteria.
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4.4 REALIABILITIES ESTIMATES OF MEASUREMENT SCALES

Table 2: Alpha Reliability coeffrcients of instruments (N:249)

Scale No. of items Value of Cronbach's

alpha

ATTC

II)I

INM

INS

INC

IWB

OP

.79

4

4

l8

7

(v

.814

.854

.82

.87

.88

.86

The Table no.3 describes the dependability figures Cronbach Alpha of the instruments

incorporated in the reading show evidence that atl the scales are in the suitable range. The alpha

values range from.79 of ATTC to .88 of IWB.

-

I
IL

?

I
L
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4.5 TEST RESULTS OF RESEARCH MODEL

4.5.1 CORRELATIONS

Table 3: Correlation Matrix of all the Variables (N=249)

\rIIVIvII

I ATTC

II IDI

UI INM

IV INS

V INC

VI Iwb

VII Op

.779(r'*)

.717(**)

.635(**)

.722(**)

.372(**)

.366(**)

.793(**)

.742(**)

.741(**)

.457(**)

.414(**)

.693(**)

.717(**)

.445(**)

.427(**)

** Correlation is significant at the 0.01 level (2{ailed)

The inter-scale correlation matrix in above table 4 exhibits that the inter-scale correlation

matrix shows significant positive correlation among all the variables of the research' ATTC

positively affects lDl (0.779), ATTC positively affects INM (0'717), ATTC positively affects

INS (0.635), ATTC positively affects INC (0.722), ATTC positively affects IWB (0.372) and

ATTC positively affects OP (.366). IDI positively affects INM (0.793), IDI positively affects

INS (0.742), IDI positively affects INC (0.741), IDI positively affects IWB (0.457) and IDI

positively affects oP (.414). ), tNM positively affects INS (0.693), tNM positively affects INC

(0.717),INM positively affects IWB (0.445) and NM positively affects oP (0.427)' INS

positively affects INC (0.719), tNS positively affects IWB (0.374) and INS positively affects OP

(0.360).INC positively affects IwB (0.462), INC positively affects oP (0.507).IWB positively
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affects Op (0.629) .All the facets of Transformational leadership facets positively affect

innovative work behavior and organizational performance.

4.5.2 TESTING OF STRUCTURAL MODEL

In order to test the hypothetical model, following the testing of the final measurement

model, the fit of the structural model was estimated to test the hypothesized relationships

between the all exogenous and endogenous variables ofinterest.

4.5.2 FITNESS OF MODEL

a,

!i

Figure 12 Structural Equational Modeling

Chi-square: 12.77 df:3
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--'L
I

!l

)
f, Chi-square ldf:4.243 p-valur '000

J

L AGFI=.976 GFI=.957

Ji
I,i

: TLI:.963 CFI:.989
I

)
I

-t RMSEA= .1 1

l
;"'

y The psychometric measurement y,2ldf value (Chi-squarelD0, according to the analysis is 4'243,

I

lJ which is slightly higher than the reference values, but less than 5. GFI, TLI and cFI the value

] 0.957,0.963 and'0. g8grespectively,tomeettherequirementsof 0.g.,RMSEAvalueof 0' 11

I'

! and the t'alue of 0.10 are slightly higher than the benchmark.

l,i
I 4.6 RESEARCH FINDINGS
)
+ 4.6.1 REGRESSTON COEFFTCTENTS (DTRECT EFFECTS)

I
) After determining a suitable model, the next step is the model of the evaluation by the

] regression coefficients. The structure of the model is shown in Figure 10.A. with the conceptual

I

. framework of the relationship between all variables is mentioned in Table 5'
-1

J

I
)

1)

1)

l
I 55
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Figure 13 Structural Equational Modeling

ATTC positively affects IwB (0.65), tDI positively affects twB (0.s0), INM positively affects

IWB (0.71), INS positively affects IwB (0.72) and INC positively affects IwB (0'72)' All the

facets of Transformational leadership facets positively affect innovative work behavior'lWB

positively effects organizational performance (0.70), values of coefficients and significance are

mentioned in the table below.
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Figtrre 14 Structural Modeling (Direct effects) 
j

ATTC positively affects ORGP (0.55), IDI positively affects ORGP (0.69), INM

positively affects OP (0.78), INS positively affects OP (0.70) and INC positively affects OP

l

(0.6g). All the facets of TL facets positively affect OP; values of coefficients and significance are

mentioned in the table below.
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Table 4: Structural Model Estimates

s

Causal Paths Hypothesis
Regression

Coefficients
P-Value Results

ATTC * IWB H0l 0.65***,f 0.00 Sustained

IDI IWB H02 0.90*< *< * * 0.00 Sustained

INM _..-} IWB H03 0.71**** 0.00 Sustained

INS IWB H04 0.72*,r*,r 0.00 Sustained

INC -_+ IWB H05 0.72'6',t*',x 0.00 Sustained

IWB + OP H06 0.70*' *! *' * 0.00 Sustained

ATTC + OP H07 0.55'1.*** 0.00 Sustained

IDI + OP H08 0.69'k 'l' {< *' 0.00 Sustained

TNM * OP H09 0.78*. *< *< * 0.00 Sustained

INS + OP Hl0 0.70,r.*** 0.00 Sustained

INC 
-> 

OP Hll 0.68,1.'1.*,1. 0.00 Sustained

Note: *'r.**P<0.00
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4.7 MEDIATION EFFECTS (INDIRECT EFFECTS)

Figure 15 Structural Model for Mediation (In Direct effects)

Preacher and [Iayes (2008) conjectured bootstrapping method in SEM to assess

mediation and prioritizedit over conventional approaches. This method evaluates circumlocutory

effects with the help of product of two direct effects between the independent variable, the

arbitrator and the reliant variable. The analysis is conducted by using a re-sampling process and

computing the confidence intervals (CI).

The consequence is determined with the lack of zero in CI at 50% consequence level. This

method is projected by many authors and assumes non normal data and small as well as medium

sample sizes. The number of samples was 2,000.
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Table S:Mediation Effects

Note: ***'kP<0.001

The regression coefficients for mediating effects and significance levels are shown in Table 6.

The results prove partial mediation of IWB among facets of TL and OP. As CI's did not include

zero, hence it further supported the mediation.

Mediation Paths Hypothesis Regression

Coeffrcients

P Confidence

Interval
Results

ATTC + IWB _+ OP H0t2 0.45**** .00r (0.031-

0.354)
Sustained

IDI -+ IWB -+ OP H013 0.56* * * * .001 (0.020-

0.3s7)
Sustained

INM + IWB -+ OP H0l4 0.49**** .001 (0.07s-

0.392)
Sustained

INS + IWB ---> OP H0l5 0.50* 'r 'i * .00r (0. r20-

0.2s7)
Sustained

INC-> IWB --+ OP H016 0.50*.,t '1. 
* .001 (0.03s-

0.312)
Sustained
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CTIAPTER 5: DISCUSSION

The aim of the study was to examine the impact of TL and IWB on organizational

performance and to investigate the mediating role of IWB in fostering the relationship between

TL and organization performance.

5.1 IMPACT OF TL FACETS ON IWB

The first five hypotheses anticipated a positive impact of TL facets (i.e. attributed

charisma, idealized influence, inspirational motives, intellectual stimulation and idealized

consideration) on innovative work behavior. These hypotheses were substantiated as all the

transformational leadership facets were found to have significant and positive impact on

innovative work behavior.

The results were in line with the past literature. Transformational leaders when compared

with transactional leaders motivate people working with them to develop a habit of logical

thinking and presenting creative ideas (Sosik, et al., 1997). Lee and Jung (2006) found that TL

promotes innovative skills of their employees. Shin and Zhou (2003) also found a positive

association between transformational leadership and follower's creativity. Very few studies have

also overviewed the relationship between TL to IWB, for instance, Janessen (2002) established a

positive and significant relationship between TL and IWB. Reuvers et al. (2008) also found a

positive association between transformational leadership and innovative work behavior.

Changing business environment requires organizations to transform and be competitive

and innovative. Administrators within the organizations are now required to change their style

and adopt leadership role. The leaders with their strong dedication and devotion can provide new

life to the organizations (Hogan & Kaiser, 2005). For this pu{pose leaders rely on their
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employees' innovative work behavior. In encouraging employee's innovativeness leadership

style makes a considerable difference. Stimulating innovative work behavior asks for leader's

participation, vision, support, motivation and intellect; attributed to transformational leadership.

The present study found transformational leadership leading employees to exhibit innovative

work behavior.

5.2IWB IMPACT ON ORGANIZATIONAL BETIAVIOR

The sixth hypothesis anticipated that IWB would have a positive impact on OP. The

hypothesis was upheld and the results were in line with the past literature.

Past literature supports a positive relationship between innovation and performance

(Jimenez and Sanz Valley, 20ll; 2006).Innovation is found to affect the organizational

performance (Rosenbusch et al,20ll). According to the forecast, FIan et al. (1998), a market-

driven company should be innovative, which, may lead towards better performance.

The literature summary submitted plans, financial incentives and government internal

incentive and humility certainly impact on enhancing performance (Cook, l9g4). There is a lack

of studies; however, exploring financial incentives and intrinsic motivation combine to help

manufacturers in the size of tradition and innovation. (Cameron and Pierce, 1994; Koestner, and

Ryan, 1999; Eisenberg, Lodz, and Cameron, 1999)

5.3IMPACT OF TL FACETS ON ORGANIZATIONAL PERFORMANCE

The next (i.e. seventh to eleventh) five hypotheses anticipated the positive affect of T'L

facets (i.e. attributed charisma, idealized influence, inspirational motives, intellectual stimulation

and idealized consideration) on organizational performance. The hypotheses were substantiated.

The results were in line with the past literature.
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Past literature established a strong and positive relationship between follower's

performance and leadership (House, 1988; Bass 1990). The TL was also found to have an effect

on performance (Avolio and Shamir, 2002; Lim and Ployhart, 2004; Schaubroeck et al., 2007).

Transformational leaders through their vision, motivation and consideration help employees to

perform beyond expectation.

5.4 MEDIATING ROLE OF IWB IN RELATIONSHIP BETWEEN TL FACETS ON

ORGANIZATIONAL PERFORMANCE

The Twelfth to sixteenth hypotheses anticipated the mediating role of IWB in the relationship

between TL facets and OP.

Past literature supported the partial mediation effect of IWB in the relationship between

TL and OP. According to Yukul (1999) the effect of TL on organizational performance has been

established but the means through which it attains influence are quite unclear. Some studies have

focused on the variables like innovation while examining the effect of transformational

leadership on performance (Bass, 1999). So the transformational leadership not only has a direct

effect on organizational performance but they influence the performance through an indirect path

through innovative work behavior.

5.S IMPLICATIONS OF THE STUDY

The study has both theoretical and practical implications. From theoretical

Perspective, present study makes a significant contribution to the existing body of knowledge in

the field of IWB. Although as mentioned this topic needs further extensive investigation. In

reality, little attention has been made to the analysis of the influence of leadership in fostering

the innovative work behavior that subsequently effect the organization perfornance. Finally, the
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study promotes a theoretical model

performance, TL and IWB.

which integrates different aspects of organizational

In terms of applied significance the study put forward that the managers should become

aware that their role and leadership style in organization performance which may provide

support for innovative work behavior among the employ..r. /tt. knowledge of interaction of

leadership style and organizational performance would be beneficial to better manage innovation

related work attitua.r. /

In past, much attention has been focused on the effect of organizational performance and

leadership styles on innovative work behavior at organiz.ational level. However, with increasing

competition it is necessary that employees of the organizations also indulge in innovative

behaviors. The study provides guidelines useful for managers in enhancing employee's

innovative behaviors. Organizations can train leaders to create conducive innovative behavior for

organization performance. The management may focus on TL as a fundamental aspect of

supervisory practices due to its impact on perceptions of employees and their behavior and

eventually leading towards organizational performance and innovative work behavior.

Findings of the study also serve as a first step in exploring innovative behavior in

Pakistani business organizations. The findings of this study provide an initial understanding and

can provide the ground for funher investigation in this area.

5.6 LIMITATIONS AND FUTURE RESEARCH

The analyses of the present study were based on the uni dimensional measures of IWB

and Organizational performance. It is proposed that further research may carry this study by

considering all the facets of these two variables.
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Anotherpossiblelimitationisthefactthatthisstudyentirelyfocusedononeleadership

stylei.e.TL,sothestudywasunabletofindouttheimpactofotherimportantleadershipstyles

on IWB. It is suggested and recommended for future studies to account for other styles of

leadershiP.

Anotherlimitationforthepresentstudywasitscross-sectionalstudydesign.The

examination of the process of employee,s perceptions about their readership and changing

leadership styles may have impact on their IwB, such study requires relatively longer period' A

longitudinal design would tap the dynamic nature of these variables and its outcomes in different

forms in a more comprehensive manner. Therefore, further studies may be carried out with a

longitudinal design.

Furthermore,futurestudiesshouldhaveamoreenrichedmodelbyhavingcomparisons

over time. Future studies may also have compare with diverse organizations on the basis of

curture and other demographic variabres. Replication of the current study m ay enhance its

generalizability. Similarly validation of the current findings may be sought by examining

employees from other professions such as teachers, bank employees' employees from

telecommunication organizations etc'

5.7 CONCLUSION

Thepurposeofthestudywastofold:determiningthedirectimpactofTLandlWBon

organization performance, investigating the mediating rore of IWB in fostering the relationship

between TL and organizational performance. It is evident from the preceding discussion that TL

and IWB have direct impact on organization perforrnance'

overall,thecurrentresearchprovidessupportforlWBbasedmediatingrole.Theresults

showed that IWB partially mediates the relationship between T[, and oP. Present study like
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previous one (Jung et a1.,2003) found IWB to be one of the most important factor in enhancing

the relationship between TL and IWB'
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APPENDIX

Dear Sir / Madam,

This research has been designed to study the leadership and innovative behavior in

organizational context as a part of requirement for successful completion of MS degree' ln

order to facilitate the data gathering and for successful completion of my research, your

cooperation would be highly appreciated. Your individual and honest view of the information

pertaining to your work setting would help in analyzing the said problem'

SECTION-I

please read each statement carefully and indicate the degree to which you agree or disagree with each

statement. you are requested to tick only one box for each statement. There is no right or wrong

answer.

Strongly disagree

t

Disagree

2

Undecided

3

Agree

4

Strongly Agree

.No. STATEMENTS RATINGS

I Quality of our products/set'vices has been inrproved. 12345
2 @rservicesisamajoractivityittourorganizatiorr. r2345
) loYees has irnProved. 1234s
4 Ability t" *t"in employees is a major strength of our organizatiort, 12345
5 Satisfaction of custorners/clients is preferred concerll of our organizatiott' 12345
6 Mrrage,*.t ancl ernployees are havirrg trustfirl relationship lvith each other. t2345
7 Market Share of organizatiott ltas been increased. t2345
8 O*'co,rrpany has better standirrg in the market tlolv, as compared to last 5 years. t2345
9 Organizatiotrs' sltares are itnproviug in the stock exchange. 12345
10 My organization sets SMART targets for the employees. 12345

t1 I strccessfully coordinate r.vith adnrinistrative staff to stlppoft m uerv ideas. 12345

82



t2 I try to Lrse available resources to explore nerv ideas in advance before the need

arises.

1234s

l3 I encourage fomralization in iurplenrentation of new ideas and behaviors. t2345
1

4

I realize ideas within my job natnre r,vith persistence. t234s

l5 I generate ideas to improve or redesign service/ activities that my department

provides.

12345

t6 I suggest uew ways of commuuicatiorr lvithin my department. 12345

17 I carry out new experiments within my work. 12345

18 I feel nry concenr for my ,work related issues. t2345

t9 I systentatically introduce innovative ideas in nry lvorl< euvironment. 1234s
20 I niobilize supl]oft for my nerv ideas. 12345

2t I intentionally atlenrpt to maximize organizatiorral profits fi'om the application of
new ideas.

t2345

22 I collaborate with my colleagLres to transform new ideas tlrat they become

practicable.

1234s

/.) I actively think about improvemerrts coucerning rny colleague's work. t2345
24 I generate new solutiorrs to the old problems. t2345

25 I independently sort and install new cornputer applications into my work situations. 12345

26 I feel conceru for nry work related tasks. t234s
27 I try to create situation to introduce and elaborate changes in different depaftments of

organization.

12345

28 I ettcourage rtovel ideas with minLrte details in order to increase its antount of
d iversity.

t2345

29 I mal<e iurpoftaut conrpany/organization rnenrbers euthusiastic for nry iunovative
ideas.

t2345

30 I minirnize difficulties in process for idea irnplementation. 12345

3t I generate icleas on horv to optinrize knou,ledge and skills within my lvork. 1234s

!
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trdllowing statements are designed to assess the ways of your supervisorfimmediate boss adopts in work set-up.

&"rr" think of your immediateboss and encircle the items that best match you, according to the following scale.
I

'lrlever Seldom Sometimes Often Always

L2345

;
I\t\"tu

-. t

1
I

)Z I nrobilize support from colleagttes for my new ideas and solutious. 12rO\:

JJ I actively engage in gathering information to identify deviations fi'om rules and,

reguIations lvithin my departnrent.

12345\

34 I think that new ideas facilitate ner,v learning. 12345

35 I enrphasize on enforceability of work rules and procedures' 123 4 5

JO I do professional activities to bring innovative ideas from outside the organization. t2345

37 I try to nral<e my novel icleas as a significant contribr-rting factor in organizational

effectiveness.

12345

38 I discuss rnatters with my colleagues concertring my rvork. 12345

S.No. STATEMENTS RATINGS

I He instills pride in me for being associated with lrim 12345

2. Ile goes beyond self interest for the good of the group r'2345
a
J. He acts in ways that build other's respect for him t23 4 5

4.r He displays a sense of power and confidence | 2 3' 4 5

5. He talks abor-rt the most itnpoftant values and beliefs 12345

6. He specifies the irlporlance of having a strong sense of purpose 12345

7. He considers the moral and ethical consequences of decisions t2345

8. He emphasizes the importance of having a collective sense of missiort t2345

1
nl
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t9. He talks optimistically about the future I I 2 3 4 u5,

10. He talks enthusiastically about what needs to be accomplished 12345

ll He articulates a cornpelling vision of the ftrture t 2 3 4.5

I

12. He expresses confidence that goals will be achieved 12345

13. He reexamitres critical assutttptions to question whether they are appropriate 12345

14. He seeks diffeLing perspectives when solving problems r2345
tF 15. He gets others to look at problems from many different angles 12345

l:'

t6. He suggests new ways of looking at lrow to coniplete assignment 12345

17. He spends time in teaching and coaching t2345

18. He treats others as individuals ratlter than just tlte member of the group t2345

19. Fle considers the individuals as having different needs, abilities arrd aspirations

frorrr others.

12345

20.= He helps others to develop their strengths. 12345

21 He provides others rvith assistattce in excltange for their efforts r2345
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Please also complete the following information for our statistical record

Name (optional): Gender: -1

Age: ------ Education: - Professional education :( if any)

, Experience: --------- Experience in this organization:

Functional area: I

Finance/ Accounts

Production

Organizational Size: Large / Medium / Small Management Level: Low /'Middle / Top

Training Received: Yes / No

Total number of employees within your organization:

Marketing/ sales

General Management

Personnel

Others'
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