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Abstract
This paper aims at exploring how transactional and transformational
leadership influence innovation in organisations, and the role of climate
in terms of support for innovation on this process. The study reviewed
extant literature on transactional and transformational leadership and
innovation in organizations, and follows a qualitative multiple case
study approach. Findings support a positive influence of transactional
and transformational leadership on innovation and further denote the
impact of climate as support for innovation. Emergent findings discuss
the importance of a higher-level leader in relation to formation of
climate, thereby reflecting on possible directions for future studies and
implications.
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Introduction
In this dynamic era with markets existing in hypercompetitive environments,
innovation has become a pivotal factor for survival for every company, especially
companies that have presence in the global arena (Daft, 2009). Therefore survival
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of the fittest has taken on a new dimension. This emphasises more on organisation’s
capabilities of adopting change, thus innovating to accommodate change. As much
as this is a global phenomenon, from a Sri Lankan point of view, organisations have
a strategic imperative to be innovative not just to be in par with the rest of the world
to face fierce competition, but also to move beyond survival.
In this context of innovation, and according to global innovation measures, Sri
Lanka as a country ranks at a significantly low position. This is reflected in the
Global Competitiveness Report (2012-2013) (henceforth will be referred to as GCR),
which ranks Sri Lanka at the 68th position, while The Global Innovation Index (2012)
(henceforth will be referred to as GII) ranks Sri Lanka at the 94th position. A closer
investigation of a component of innovation measure, according to the US Patent and
Trade Mark Office Report (2011) also reveals that Sri Lanka has a lower number of
patents filed over the years in comparison to regional countries.
On the contrary, even though global innovation measures rank Sri Lanka in low
positions, it is interesting to note that Sri Lanka plays a key role in the global
manufacturing industry in terms of producing apparel (Gereffi & Memedovic, 2003).
Therefore, considering the necessity of innovation in terms of facing and surviving
market competition, it is interesting to re-analyse the factors of innovation as it
is seen as a predominant contributor towards the competitiveness of the industry
(Fonseka & Fonseka, 1998).
While previous research identifies that top managers’ leadership affect the
innovativeness of the organizations (Jung, Wu & Chow, 2008), this research
investigates leadership as a contributing factor towards the levels of innovation
in organizations. In this light, the paper explores the levels of innovation within
the industry, the influence of the leadership style on the levels of innovation, and
the innovation-supporting climate that influences the leadership style towards
innovation.
In doing so, the research also reflects upon on an empirical gap where there is a
lack of research that has taken place in relation to leadership and innovation in Sri
Lanka. Further to addressing the aforementioned empirical gap, this research also
identifies a methodological gap where most of the research that has been uncovered
is in relation to a quantitative approach rather than a qualitative approach.
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Rest of the paper is organised mainly in four sections with a literature review that
analyses the concepts of innovation, leadership and climate in organisations and
possible interactions among them. The adopted qualitative methodology is described
next leading to the discussion of findings and concludes with directions for future
studies and implications.

Literature Review
Innovation
Innovation in organisations is a broad concept that encompasses strategies, structural
and behavioural dimensions (Gera & Gu, 2004). Innovation has been defined “...
as the implementation of an internally generated or a borrowed idea — whether
pertaining to a product, device, system, process, policy, program, or service— that
was new to the organization at the time of adoption” (Thompson, 1965; Zaitman,
Duncan & Holbek, 1973, as cited in Damanpour & Evan 1984: 393).
While the definition identifies many elements, the research further narrows these
elements into three main areas of product, process and market in terms of measuring
innovation. These main areas have been identified in relation to their direct impact
on the performance of the organisation (OSLO Manual, 2005). Apart from these
areas research uncovers organisational innovation as another area of measure (OSLO
Manual, 2005). While process innovation relates to continuous improvement of
production or supply methods in relation to decreasing costs and increasing quality,
organisational innovation is the initial implementation of process improvement
in an organisation (OSLO Manual, 2005). As the research is investigating the
garment manufacturing industry that has many processes within its operations
(Tonj & Meneghetti, 2000), the measures of organisational innovation and process
innovation were seen as interrelated. This is due to the fact that preliminary studies
have uncovered instances where process innovation has preceded organisational
innovation, which fragments the information between organisational and process
innovation. Therefore, making product, process and market innovations most
suitable areas for investigation in the garment manufacturing industry.
After reviewing research in complex process oriented environments Hutcheson,
Pearson and Ball (1995) in the study of innovation in process plant, state the
importance of process development to industries, especially when producing
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commodity products. As cited in Lager (2002: 87), Pisano (1997) further states
that process development shorten lead times which reflect the notion of process
innovation presented in the Oslo Manual (2005) in terms of activities aimed at
decreasing unit costs or increasing product quality.
Research also identifies that product diversification is needed for the industry to
move forward (Fonseka & Fonseka, 1998). As product diversification is seen to be
part of product innovation according to the Oslo Manual (2005), Valencia, Jimenez
and Valle (2010) define product innovation as the development of new or improved
products and/or services and their successful introduction into the market.
While it is important to engage in product innovation it is “...not enough to avidly
engage in product innovation for its own sake...” (Johne, 1999). Therefore outlining
the importance of knowing what product features are to be improved or changed,
thereby differentiating between core product and the use of the core product which
will lead to concerns of improving the mix of the target markets, and how chosen
markets are to be served (Johne, 1999).

Transactional and Transformational Leadership
Holding constant product, process and market as key indicators of innovation in
an organisation; leaders are seen as key players in this strategic management
process towards innovation (Jung et al., 2008). Therefore, leadership style and its
dimensions, which thrive in innovation, can be expected to drive an organisation’s
destiny (Carneiro, 2008). Therefore, with reference to the relationship between
leadership style and innovation, literature reveals extensive studies of two specific
styles of transactional and transformational leadership (Jung, Wu & Chow, 2003:
Rosing, Frese & Bausch, 2011: Jung et al., 2008).
As cited by Bass and Riggio (2006: 10), these two styles of leadership have been
initially studied by Burns (1978) followed by Bass (1985). Transactional leadership
has been defined as “...the exchange relationship between leader and follower to meet
their own self-interests...” (Bass, 1999b). Therefore, this is a kind of a relationship
that is based on a transaction between the manager and the follower or employee
where leader and follower come to an agreement that follower will receive something
if he/she does something right (reward) as well as wrong (punishment) (Bass, 1990).
This understanding has led towards identifying four dimensions of transactional
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leadership in terms of contingent reward, active management by exception, passive
management by exception and laissez-faire (Bass, Avolio, Jung & Berson, 2003).
Transformational leadership on the other hand refers to “...the leader moving the
follower beyond immediate self-interests through idealized influence (charisma),
inspiration, intellectual stimulation, or individualized consideration...” (Bass, 1999b).
Therefore Avolio, Bass and Jung (1999) identified idealised influence, inspirational
motivation, intellectual stimulation and individualized consideration as four unique
and interrelated components that construct transformational leadership (Bass &
Avolio, 1994, as cited in Michaelis, Stegmaier & Sonntag, 2010: 412). Leaders who
display these characteristics are in alignment with their followers’ values and norms,
promoting both personal and organizational changes, while helping followers to
exceed their initial performance expectations (House & Shamir, 1993, as cited in
Jung et al., 2003: 528; Jung & Avolio, 2000, as cited in Jung et al., 2003: 528).

Transformational and Transactional Leadership and
Innovation
Identifying transactional and transformational leadership in relation to innovation,
it can be argued that both styles of transactional leadership and transformational
leadership are diversely related with the concept of innovation. Perhaps
transformational leadership tends to add to the effects of transactional leadership
on innovation as the former is not a substitute for the latter (Bass, 1997).
Further analysing transactional leadership to innovation, research indicates that
transactional leadership facilitates improving and extending the existing knowledge,
which is associated with exploitative innovation (Jansen, Vera & Crossan, 2009).
Exploitative innovation is defined in terms of efficiency, focus, convergent thinking
and reducing variance, thereby referring to organizational competencies and
processes (Smith & Tushman, 2005). Transformational leadership, on the other
hand challenges assumptions, takes risks and inspires others to promote exploratory
innovation (Vera & Crossan, 2004, as cited in Jansen et al., 2009: 8). Exploratory
innovation is “...intended to respond to, as well as drive, latent environmental trends
by creating innovative technologies and new markets...” (Lubatkin, Simsek, Ling &
Viega, 2006: 6, as cited in Jansen et al., 2009: 8). Thereby this leads to the notion
that transactional leadership drives exploitative innovation, and transformational
leadership drives exploratory innovation.
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While both transactional and transformational leadership lead to innovation,
Burns (1978, as cited in Yammarino, 1993: 381) proposes that transactional and
transformational leadership are the opposite ends of the same continuum. Bass
proposes augmentation effect which is expressed as “...transactional leadership
provides the base for effective leadership and performance at expected standards,
while transformational leadership provides the add on for superlative leadership
and performance beyond expectations...” (Bass, as cited in Yammarino, 1993: 381).
Further, Bass (1985) moves transactional contingent reward leadership style closer
to transformational leadership style and by including “...in its definition implicit
contracts and recognition, thus closing the gap between these two styles in terms of
effects on motivation and performance...” (Bass, 1985, as cited by Bass et al., 2003:
215). Moreover Bass et al. (2003) argue transformational leadership as having
an augmentation effect to that of transactional leadership and states that, to be
successful, both transactional and transformation characteristics need to be present.
It is suggested in literature that transactional leadership is more appropriate when
goals are more specific and short-term oriented (Jung & Avolio, 1999) whereas
transformational leadership is more suitable when the goals are long-term, vision
based and motivational (Bass & Avolio, 1997, as cited by Jung et al., 2003: 526).
Taking this notion of transformational as one which augments transactional
leadership into the context of innovation, Rosing et al. (2011) in their work propose
that a single style of leadership cannot promote innovation due to it’s complexity
but combination of the two leadership styles, that is exploitation and exploration
which are similar to the notions of transactional and transformational leadership
respectively, are needed. Further, studies have uncovered that if organisations are
to be successful in both short-term and long-term, toned to strike balance between
these two leadership styles following ambidextrous leadership (Gibson & Birkinshaw,
2004, as cited in Rosing et al., 2011: 957; He & Wong, 2004, as cited in Rosing et al.,
2011: 957).
Detailed analysis of exploitation leadership style reveal that it is referred to as ‘closing
leader behaviour’ which bears characteristics such as taking corrective action, setting
specific guidelines and monitoring goal achievement (Rosing et al., 2011), thereby
drawing similarities to the characteristics of transactional leadership behaviours
explained by Bass (1990). On the other hand exploration leadership style, which is
also referred to as ‘open leader behaviour’, bears characteristics such as encouraging,
doing things differently and experimenting, giving room for independent thinking
and acting and supporting attempts to challenge established approaches (Rosing et
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al., 2011). Similar characteristics are borne by transformational leaders according
to Bass (1990). Rosing et al. (2011) state that teams need to constantly move back
and forth between innovation requirements, thus leaders should be able to switch
between these two behaviours of exploration and exploitation according to the
requirement to facilitate innovation. This capability to switch between the two
leadership styles (Rosing et al., 2011) is referred to as temporal flexibility. Therefore,
Rosing et al. (2011) refer to this leadership style as ambidextrous leadership and
defined it as, “...the ability to foster both explorative and exploitative behaviours in
followers by increasing or reducing variance in their behaviour and flexibly switching
between those behaviours...” (Rosing et al., 2011: 957). Therefore this indicates that
a combination of transactional as well as transformational leadership is best suited
towards the achievement of innovation.
Proposition 1: Combination of transformational and transactional leadership
positively influences organizational innovation.

Organizational Climate
While previous research suggest that top manager’s leadership style can significantly
impact on an organisation’s ability to innovate, it is also mentioned that this positive
impact arises through the establishment of an “...organisational climate that
empowers employees and provides support for innovation...” (Jung et al., 2003:
538). According to theoretical findings, climate is derived through employee’s
shared perception of organisation’s events, practices and procedures (Schneider &
Reichers, 1983, as cited in Patterson et al., 2005: 380: Schneider, Brief & Guzzo,
1996). A similar viewpoint is suggested by Ahmed (1998) where climate is stated to
be observable in practices and policies of the organisation. Therefore, organisational
climate refers to “...meanings people attach to interrelated bundles of experiences
they have at work...” (Schneider, Ehrhart & Macey, 2012).
While climate is analysed as an individual level of analysis referred to as psychological
climate (James & Jones, 1974, as cited in Patterson et al., 2005: 380), studies
also reveal that climate is analysed as an aggregate unit of analysis such as work
group, department and organisation (Patterson et al., 2005). An organisation is a
collection of individuals; thus an organisation reflects a collection of many individual
psychological climates (Patterson, West, Shackleton, Dawson, Lawthom & Maitlis,
2005). Therefore, it would be ideal to consider the aggregate unit of analysis in the
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context of this research as it evaluates leadership from an individual’s perspective
of utilizing skills and behaviours towards innovation from an organisational
perspective. In the meantime, most empirical studies have used aggregate unit of
analysis and operationalized the analysis by aggregating individual scores based on
the assumption that organisation-collectives have their own climate (Patterson et
al., 2005).
Further to the various units of analysis in measuring climate, other studies have
also revealed that “...to speak of organisational climate per se, without attaching a
referent is meaningless…” (Schneider & Reichers, 1983, as cited in Scott & Bruce,
1994: 582). While other research reveals various dimensions of climate measure
(Jones & James, 1979), not all those dimensions are seen as relevant based on the
interest of each specific research study (Scott & Bruce, 1994), for example climate for
safety (Schneider, 2000, as cited in Patterson et al., 2005: 380). Similarly, these may
be directed towards creativity, innovation and service or any other attribute. This
empirical study focuses on the relationship between leadership style and innovation
in the organisations, thus climate in the context of this research is narrowed down
in relation to innovation, to see whether an organisational climate supportive of
innovation has an impact on the said relationship.

Transformational Leadership and Organizational Climate
Bass and Avolio (1993) argue that leadership creates an organisational climate or
a good organizational climate permeates and develops good leadership practices.
While the two-way relationship that Bass and Avolio suggest could be said as true,
it could also be argued that transformational leaders could comparatively be more
attuned to creating climates which are beneficial, as opposed to the transactional
leaders who will enable followers towards the given status quo (Liu, Liu & Zeng,
2011).
Further analysing the relationship between transformational leadership and climate,
Sarros, Cooper and Santora (2008) identify a positive relationship between two
transformational leadership attributes and climate for organisational innovation.
Jung et al. (2003) also identifies a positive and significant relationship between
transformational leadership and support for innovation as climate.
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Proposition 2: Transformational leadership create innovation supportive climate in
organisations.

Organizational Climate and Innovation
In relation to organisational climate and innovation, research identifies that
encouragement for creativity and sufficient resources positively relate with creative
behaviour and innovation (Amabile, Conti, Coon, Lazenby & Herron, 1996). Montes,
Moreno and Fernandez (2004) state that intrinsic reward systems have a significant
impact on perceptions of support for innovation, thus can be used as a tool to
motivate individuals and encourage innovation.
Research also identifies vision, mission, customer focus, management processes,
leadership and support mechanisms, as best possible conditions and determinants
in which innovation is seen to prosper (Martin & Terblanche, 2003, as cited by
Dobni, 2008: 545). This is further supported in the theoretical evidence brought up
by Dobni in his research to say that, “...ability to successfully achieve innovativeness
ultimately depends on propensity of management, strategic architecture to support
innovation and the constituency of employees to whom these effects are focused
in...” (Dobni, 2006, as cited in Dobni, 2008: 545). Further identifying the notion
of support for innovation, Siegel and Kaemmerer (1978) describes attributes of
members functioning independently to pursue new ideas and the tolerance for
diversity amongst members. In their study reflecting the determinants of innovative
behaviour, Scott and Bruce (1994) further fragments climate for innovation as
support for innovation and resource supply of which a positive relationship is
identified with reference to the former. This is also supported by studies done by
Jung et al. (2003). As it has been theorised that resources are crucial for innovation
(Lawrence & Dyer, 1983, as cited in Scott & Bruce, 1994: 601), it can be stated that
a positive relationship exists between resource supply and climate for innovation.
Proposition 3: Innovation supportive organizational climate positively influences
organizational innovation.
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Transformational Leadership, Organizational Climate and
Innovation in Organisations
As discussed above, literature identifies a positive relationship between
transformational leadership and organisational climate, and also a positive
relationship between climate and innovation. Previous research mentions that,
Transformational leaders, by intellectually stimulating their followers,
championing innovation, and articulating a compelling vision
throughout their organisations, help establish an organisational climate
where employees feel challenged and energised to seek innovative
approaches... (Gumusluoglu & Ilsev, 2009: 464).
As discussed, given that transformational leadership has an influence on
organisational climate and climate has an impact on innovation, research also reveals
that the competency, and commitment of leaders to create an achievement-oriented
culture, have played a considerable role in facilitating a conducive environment
required to foster innovation (Ranasinghe & Weerawardene, 2003). Therefore this
leads to the re-exploration of the role of climate in relation to transformational
leadership and innovation. Examining this relationship further, Bass (1985) also
asserts that certain contextual factors might moderate the impact of leadership
style on followers’ performance. In their empirical study, Jung et al., (2008)
state that climate for support for innovation moderates the relationship between
transformational leadership and organisational innovation.
Thereby literature related to transactional and transformational leadership,
innovation in organisations and climate supporting innovation, indicate that both
transactional and transformational leadership styles are required for innovation in
organisations. Literature further states that transformational leadership creates a
climate that supports innovation and also that climate supporting innovation results
in innovation in organisations thus playing a mediating role. Furthermore literature
also states that climate supporting innovation in organisations has an influence
on the relationship between transformational leadership and innovation playing a
moderating role on the relationship.
Proposition 4: Innovation supportive climate facilitates the relationship between
the combination of transformational leadership and organizational Innovation.

- 86 -

Based on the literature explored above, the following conceptual model (figure 1) has
been developed illustrating the propositions developed.
Figure 1: Concept Indicator Model

Source: Authors

Method
This research has been executed following a qualitative multiple case study design.
The researchers selected the qualitative approach due to two reasons. Firstly, the
preliminary observations denote the use of management practices such as Lean
and Kaizen illustrating the integration of innovation practises that are constantly
occurring as routine managerial operations. Given that a quantitative study will only
help to identify the presence or absence of a relationship between leaders, followers
and innovation, a qualitative investigation was seen as most suited to uncover the
complex nature of relationships emerging as a result of integrated practices.
Secondly, prior research studies depict levels of innovation measured through
indicators such as the number of patents obtained (Jung et al., 2008), R & D intensity
and R & D expenditures (Jung et al., 2003). Preliminary studies have identified that
the Sri Lankan garment industry is extremely competitive in the global market as they
mainly supply for world-renowned brands, where the nature of which invariably calls
for innovation. Therefore the low global ranking in terms of GCR and GII displays
a gap between the rank of innovation and a successful garment manufacturing
industry, which questions the measurement of innovation in quantitative terms.
Hence, the garment manufacturing industry displaying signs of innovativeness
on one side, and the lack of innovation measured through patents and R & D
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expenditure on the other, suggests that further investigation is needed on the
presence of innovation. Qualitative studies give a broader scope in identification of
supplementary factors spanning into a wider spectrum compared to quantitative
approach, which might limit the study into predetermined factors that would restrict
the scope. Therefore, in order to investigate deeper and exploit this gap to further
understand other supplementary factors that contribute towards innovativeness
of the garment industry, qualitative approach was identified as the most suitable
method.
Further, this research adopts a multiple case study design since it will enhance the
possibility of doing a better study (Yin, 2009), enabling the examination of several
cases in order to give an insight to a certain issue or to re-examine a generalisation
(Stake, 2005, as cited in Jayakody 2010: 70). Therefore multiple case study design
seemed to be the most suitable approach for this research.
The unit of analysis for the study was considered as ‘organisation’. The population
of the study is registered business organizations in Sri Lanka satisfying a minimum
criterion of exporting locally manufactured apparel. Out of this population,
sample selection was done based on the data of top exporters derived from the
Export Development Board of Sri Lanka in relation to organisations engaged in
manufacturing and exporting of garments. Hence, a purposive sampling technique
was used for the selection of organizations along with their respective leaders for the
study.
Six organisations were chosen for the purposes of the study. The leader of each
organisation was interviewed and in addition, a minimum of two officials, as
followers of the leader representing different ranks and seniority levels from each
organisation to capture the cascading effect of leadership were also interviewed.
These followers were selected based on a combination of purposive and convenience
sampling. A total of 27 in-depth interviews and four focus group discussions were
conducted. In addition, one in depth interview with an industry consultant was
conducted in light of capturing an overall perspective. Interviews took place within a
time span of 7 weeks starting from March 14, 2013, and ending on the May 04, 2013.
Interviews were conducted in each respondant’s respective office premises. The two
researchers played two predominant roles interchangeably. One of the roles was of
the interviewer and the other role was of an observer, monitor and note taker.
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Data Collection and Analysis
Given that Yin (1994, as cited in Shenton, 2003: 64) recognises the use of “…correct
operational measures for the concepts being studied…” current research adopted
questionnaires that have been used in previous research in preparation of the
interview guide. Therefore, based on recognised questionnaires, interview guide was
developed in three main areas of innovation, leadership and support for innovation
climate. When developing the leadership section of the interview guide, different
components of transactional and transformational leadership styles and their sub
components were referred to. Transactional sub components were contingent reward
and management by exception. The transformational sub components were idealized
influence, inspirational motivation, intellectual stimulation and individualized
consideration. Given that other research papers have also used elements of the
OECD, Oslo manual in deriving indicators for innovation measurement (Wong &
Chin, 2007; Inauen & Schenker-Wicki, 2011), this research also adopts the OECD,
Oslo manual innovation measurement as a basis for developing the interview guide.
In developing the organisational climate as support for innovation of the interview
guide, the questionnaire developed by Siegel and Kaemmerer (1978) that was later
modified by Scott and Bruce (1994), and which was also used by Jung et al. (2008)
was referred to. Based on this modified questionnaire, the interview guide covered
the areas of support for innovation and resource supply.
In carrying out the research, ethical considerations were given very high importance
(Flick, 2007, as cited in Jayakody, 2010: 95). Respondants were briefed on the
broader research topic along with his/her rights as a respondant. Further consent of
the respondants was taken to digitally record the interviews prior to commencement
of the interview. Respondants were also assured that anonymity will be secured and
confidentiality of sensitive information will be maintained (King & Horrocks, 2010).
Credibility measures were ensured through the confidentiality clause that encouraged
participants “...to be frank from the outset of each session...” (Shenton, 2003: 66).
Credibility and dependability were also ensured through triangulation (Denzin &
Lincoln, 1994) by way of individual interviews and focus group discussions in order
to improve the probability of the findings. In addition peer debriefing was also done
by way of the interview with the industry consultant where the information gathered
through other in-depth interviews was verified. In order to assure the quality of the
information gathered, 27 in-depth interviews were undertaken covering individuals
at different levels of the organisation to gain a comprehensive understanding of each
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organisation. Furthermore, observations were also made during the interviews and
the focus group discussions, which were considered in the data analysis process.
Therefore, while triangulation ensured the credibility of the research, it also promotes
confirmability (Shenton, 2003).
Furthermore, the detailed process of digitally recording interviews that were
transcribed in verbatim tidied up version prior to analysing along with the coding
system adopted, further illustrates the confirmability of the research. Further
describing the data analysis process basic grounded theory analysis, which “...aims
directly at generating abstract theory to explain what is central in the data...” (Punch,
2005: 204) was adopted. Therefore, transcripts were coded accordingly following
grounded theory analysis tool where first level of coding or open coding, second level
of coding or axial coding, and third level of coding or selective coding were done.
Open coding was done with a free mind without confining to the theory or conceptual
framework to enable close examination of data. Axial coding was done where the
main categories emerged from the open coding were combined with each other.
Selective coding was done by arranging categories of axial coding around the core
category, which was derived through literature. The codes that were not matching
to the theoretical categories were isolated in order to analyse them separately as
emerging findings. Each organisation and individual was represented with a series
of letters and numbers randomly picked to ensure anonymity of the information
presented.
After coding, information was analysed, and thereby relationships between constructs
were identified. In addition, through analysis, several trends that emerged from the
information were also identified. Finally, an emergent model was developed with the
help of the findings of the study.

Discussion
Transactional Leadership and Innovation
When analysing the data gathered from the in-depth interviews, focus groups and
industry consultant, two main trends were observed in relation to the patterns of
information presented in the findings. In the area of leadership, it was uncovered that
both transactional and transformational leadership positively influenced innovation
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in organisations. Secondly, the intensity levels of climate as support for innovation
and resource supply had an impact upon the aforementioned relationship.
Taking a closer look at the leadership styles and innovation, one particular
organisation stood out in terms of demonstrating high transactional leadership
qualities that reflected towards high levels of innovation. The leader of organisation
designated as F6, displayed attributes of contingent reward and active management
by exception predominantly.
While the leader demonstrated transactional attributes, followers also described the
leader as displaying prominent behaviours of transactional leadership in specifying
standards in relation to decision-making, and closely monitoring the respondant for
deviations. This was expressed by the respondant as,
...right now I can decide whatever I want. But earlier not like that. I
have to go behind my boss (leader)…. they cannot give us freedom like
that actually... first of all they have to understand me and they have to
study me. Then only, after careful monitoring, they also release slowly,
slowly, slowly... (F6-S1-020-022)
Having described the leadership component, the organisation also demonstrates
high levels of innovation based on the fact that “..machine parts were developed
by employees to improve the production process..” (F6-S2-002). Furthermore the
description of environmentally friendly production process is illustrated through the
organization recently investing in “…machinery which aligns with the sustainable
requirement…” (F6-S1-001) that is an attribute of an organisation being innovation
oriented.
In conjunction to transactional leadership and innovation the information also
reveals that the leader’s transactional attributes play a key role in driving innovation
in the organisation. This was reflected by followers describing how leader’s
specifications towards targets and goals have resulted in the organisation venturing
towards innovative product servicing solutions that have reflected in the adoption of
new facilities.
my target is set by Mr.... (leader). it is set for..... dollars...... This is a
target but can be achieved anyway...... Like this we have established our
name anyway, right, we have good business. Main thing is I have to
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secure the business and I have to keep the relationship going. Then we
can keep achieving.... dollars every year. So my boss gives targets like
this and that’s what pushes us forward to keep achieve more things and
new things like the ...... (new technical facility) (F6-S1-052).
Furthermore, the data also reveals a closer association between factors of
transactional leadership and process innovation. This is seen in respondants of F6
through their emphasis on eliminating processes narrated as “…reduce 3 or 4 or 5 or
6 unwanted operations, that’s what your goals are. So what we have done is we have
put these dates into it. And we study it...” (F6-L- 015), thereby aligning employee
goals towards innovating processes. This also relates back to the transactional
qualities of the leader measuring the success rates of the organisation through
efficiency (F6-L-050), (F6-L-051). Therefore, findings of this study supports that
transactional leadership positively relates to innovation. It also presents an emerging
relationship of transactional leadership positively relating to process innovation.
This notion is further observed by Sarros and Santora (2001) in their studies stating
that transactional leadership is more focused on organizational processes such as
reward structures, implementation of policies and procedures.

Transformational Leadership and Innovation
In contrast, the data also reveals that transformational leadership also leads to an
organisation being innovative. This is demonstrated through the analysis of data in
relation to the organisation designated as C3. The leader of organisation C3 displays
transformational leadership attributes predominantly. Attributes of idealised
influence are narrated by the leader as “....people depend on you (the leader).
People get attracted to you (the leader).....people look up to you (the leader) and
then expectations become very very demanding…” (C3-L-148). The respondant also
expresses inspirational motivation in terms of motivating others by mentioning
that “...there are guys on the beach who have not got passed grade 8 who speaks in
French and German. So don’t tell, that you can’t speak English, don’t tell me that you
are not going to be a champion...” (C3-L-103). Individual consideration in terms of
leader paying attention to individual’s need for achievement and growth, creating
supporting climate to grow, identifying individual needs and creating new learning
opportunities is expressed by the leader paying attention to individual’s potential
and growth.
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Followers also confirm the leader’s transformational qualities, in relation to
individualised consideration in terms of developing followers successively to achieve
higher levels of potential. This was reflected by one of the followers where he narrated
his experience with the leader observing him, identifying his potential and giving
him new opportunity to excel in his capabilities as,
My boss (leader),said that there is a project like this, would you like
to join, he said you know why I selected you? I asked why, and he
mentioned my previous experiences……. and having observed my good
relationship with people he extended a new opportunity for me… (C3S6-016).
Given that the leader of organisation C3 displays prominent attributes of
transformational leadership, the organisation also demonstrates high levels of
innovation. Product innovations are displayed through the development of new
products where unique product attributes are described as “…(name of material
compound) in the shape of a pad…” (C3-S2-036) and process innovations as “….we
do process innovations to reduce the long production delivery period to a short
production delivery period…” (C3-S5-004) confirmed by the establishment of special
facilities for the speedy production processes and market innovation in terms of
improving the mix of the target markets through the use of “…engineered fabrics....”
(C3-S2-026) “...new market segments...” (C3-S4-020).
While the organisation is taking the initial steps to focus more on towards innovation,
the following comments of the leader of the said organisation, demonstrate how
transformational characteristics like individual consideration and inspirational
motivation contribute towards innovation. In addition, the leader also displays
individualised consideration in motivating respondants towards innovation.
This has resulted in the senior team producing results specifically in relation to
product and market innovations. In connection to product innovation, C3 shows
evidence in the development and improvement of product in terms of innovatively
fabricating the material in which the product is made. The evidence is gathered
in terms of engineering “…foam in the shape of the pad …” (C3-S2-036) for which
“…. a technology called ... (name)” (C3-S2-037) was developed and registered. The
positive reactions of the customer towards the product further denote its successful
introduction into the market where narration made by respondant C3-S2, stated
that the customer’s reaction is “…like ‘wow’ difference because they are touching and
feeling the …..and they can feel the difference from one to another..” (C3-S2-036).
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Furthermore the inspiration given by the leader of C3 has lead the senior team to
engage in market innovation where it was mentioned by a respondant the way they
engineered the new facility they established to achieve shorter delivery times in order
to service the customer better. This was explained by the respondant as, the normal
time taken for delivery is “….30 to 40 days to give their requirement…” (C3-S5-001),
where as the respondant describes, it takes “….. 10 days to deliver this product to
the customer…” (C3-S5-001).Therefore it can be said that the transformational
leadershiphas a positive influence on innovation.
In addition another specific relationship also emerged from the study where
transformational leadership leading towards product and market innovations. This
notion is further supported by Elenkov and Manev (2005) in terms of a positive
effect of transformational leadership on both product and market innovation.
Followers of the highly transformational leader who are less in transactional leadership
are seen to have emotional connections with the leader and display very high levels
of loyalty, confidence and trust in that particular leader. The leader expresses this as
“.... there were thousands who were at .... (leader’s) corner as well” (C3-L-141) and
also followers expressed this as “...he (leader) will always be remembered by those
common people whose lives he touched...” (C3-L-125). Given that the characteristics
of a charismatic leader relates to the arousal of “.....enthusiasm, faith, loyalty, and
pride and trust...” by the leader in the followers (Bass, 1985: 33) is further expressed
by the follower’s impression of the leader as “....people are here because of ..... (the
leader) than the money. The reason I say that is that I know personally people who
have been offered more...... but have decided not to move” (C3-S4-050). These also
reflect the love and enthusiasm of followers towards their leader, which is a dimension
of charisma identified by Jayakody (2008). Another instance which displays the love
the followers had towards their leader is narrated as follows,
The way the people reacted was amazing. I mean virtually 10,000
people chanted pirith. Starting at 5 o’clock in the morning for 3 hours,
which I couldn’t believe. And these are kids between 18 and 22. And
every person in different religions went to church, the mosque and all
the devalas…… and the leader had to take one year to fulfil vows. So I
mean for about a week, till the leader came home they kept on doing
it. So then ... (leader) realised there were thousands who were at ...
(leader’s) corner as well. So these are good things that you understand
and ultimately leadership is all about humanity and your sincerely. (C3L-141)
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Thereby the leader of organisation C3 while displaying high transformational
attributes also displays charismatic attributes.
Therefore, the emergent findings of this research demonstrates transformational
leaders having charismatic attributes which can be analyzed in relation to Bass’s
early conceptualization of transformational leadership illustrating charisma as one
of the three dimensions (Bass, 1985), that was subsumed in to the later model as
idealized influence (Bass, 1999a). However, in contrast, Jayakody (2008) in his
re-conceptualisation follows a different notion in relation to charisma where he
identifies charisma as a multidimensional cognitive-affective phenomenon, which is
different to the notion followed by Bass.
Given that charismatic leadership is central to the process of transformational
leadership (Bass, 1985; Bass, Avolio & Goodheim, as cited in Bass, Waldman & Avolio,
1987: 74) which is also analysed by Bass as “....charismatic and transformational
leadership are distinctive and the latter is broader than the former because charisma
is considered to be only one component of transformational leadership” (Pillai &
Meindl, 1991). Therefore, the emergent findings of this research also support the
said studies in terms of transformational leaders displaying attributes of charismatic
leadership.

Innovation Supportive Organizational Climate to
Organizational Innovation
Present study did not support the fact that transformational leadership leads to
organizational climate within the scope of the leaders who were subjected to the
study. However, the data reveals that climate for innovation leads to innovation
in organisations. Organisation B2 demonstrates climate in relation to support for
innovation by describing situations in which employees are encouraged to generate
new ideas that are innovative. Participants narrate this as,
...spending their whole day on coaching and working with people.
Normally they start with some like this, ‘we are trying to do this’... they
come and say – ‘lets do something like this’… we don’t push them to do
these things but there are some good people who actually do it. And we
are happy to guide them and encourage them to try new things.... (B2S2-018-020)
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Furthermore identifying the component of resource supply in climate, respondants
also narrate that when “....repetitive operations happen most number of times, we
try to automate those and we spend for those. The organisation…. spend for such
instances... ” (B2-FG-002).
Furthermore, how climate supporting innovations and idea generation is
demonstrated in organisation B2 that is enabled through the development of people,
which was narrated by a respondant as,
We do not teach them to solve a specific problem. What we teach is
the problem solving process. When you face a problem you solve your
problem in this manner. So in that line when they sit down and discuss
for about an hour, through that innovations emerge automatically....
(B2-FG-001)
A similar notion was observed in company C3 where a climate conducive for idea
generation exists. A respondant as mentioned this as,
…one of the guys for example, we call a ‘magic tip’ called … innovation,
one of the guys brings an idea. We sit down on the floor and do some
frequent brains storming in the magic room… (C3-S2-018)
Likewise, in all companies investigated, a clear relationship between innovation
supporting climate and innovation was evident at different degrees.

Mediating and Moderating Effect of Innovation Supportive
Organizational Climate
Given that the findings of the study relate to a positive relationship between leadership
style and innovation in organisations, certain examples of management systems and
practices that are within an existing organisational climate is supportive of the fact
that climate moderates the aforementioned relationship. This is depicted through
participants describing certain tailor made operating systems as “...the number 01
vehicle for the success of (organization name)…” (C3-S3-004). This system is seen as
an enabler of innovation and this is narrated by respondants as a system that gives
guidelines for operations as,
What we do on day in day out and hour in hour out basis is we do
certain changes and improvements to the process. We have a way of
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doing that also. We get people together and discuss and arrive at action
plans on how we are to proceed and then we monitor the target and
achievement levels... So ... (management system) is the one that gets it
started. Imagine I say I want to improve something I can’t do it alone.
I can come up with the concept and get a team involved. So that’s when
the discussion moves forward... That’s how the system gets involved.
(B2-FG-10), (B2-FG-12) (B2-FG-15)
Furthermore certain management practices of the organisation also denote that the
relationship between leadership and innovation in organisations is strengthened
due to the nature of the management system fostering independent innovation
behaviour. This is depicted as,
In ... there is a focus team where they get out of their jobs the entire day,
get into a room where they start thinking, brainstorming. We generally
call it 5 day ...where for 5 days the team sit and think on ‘how to improve
this process...for example, these are the numbers that we have... this
needs to be realigned... then what should be done... what are the issues
that have been seen... are some of the questions asked and answered...
(B2-FG-004)
A series of such independent activities formulate a climate that strengthens the
leader’s direct relationship towards innovation. Such independent climates were
observed in organisations B2, C3 and A1. Thereby findings of the study suggest a
possible moderator effect of climate on the relationship between transformational
leadership and innovation.
As discussed above, organizational systems, which relate to tailor made operating
systems and quality management systems such as LEAN, Kaizen and 5S, develop a
climate in the organizations that independently generate innovation. Interestingly
it was identified that this climate was created not by the leader that was subjected
to the study. Emergent data presents a role of leadership that is outside the scope
of the leaders who are subjected to the study. The role of leadership in this context
indicates the existence of a leader at a higher level of influence in the organisation
thereby uncovering a superior leader. It was emerged that this higher-level leader
created a conducive climate for innovation.
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Further Discussion
The emerging role of leadership at hierarchical echelons
Given that studies refer to levels of management in relation to hierarchical echelons
within an organisation (Waldman & Yammarino, 1999), respondants narrate the
involvement of a superior leader by expressing initiatives personally taken by the
superior leader in implementing new systems in the organisation as follows.
...(Name of superior leader) had thought about the way things are
running... he took 7 people with him and went to... , they studied how...
is being run there ... the team came back to Sri Lanka and thereafter in
2,3 business units they implemented pilot projects... they said... lets do
it like this...lets do (…) like this.. lets make a system called ... (operating
system) they implemented all these and now it runs this way... (B2FG-042-045).
Respondant in organisation A1 also narrated a same situation where a superior
leader successfully introduced a completely new manufacturing system into the
organisation.
... (Name of superior leader) wanted to have all the aspects in this plant
to be best according to the environment friendly procedures, he wanted
to be the best in technology, he wanted to be the best in compliance and
be the best in health and safety. So this will be the flag facility. ... (name
of the superior leader) is the one who brought this to us. ... because of
this we have already achieved the green aspects which meets the world
requirements... (A1-S4-002-003)
Therefore, respondants of both B2 and A1 relate to high levels of involvement of the
superior leader in initiating and implementing these systems as a vehicle that lead
towards innovation in the organisation. A similar observation was made in relation
to organisation D4 where respondants relate to the superior leader’s involvement at
a basic operational level thereby describing initiatives taken by the superior leader
in formulating a system. For example, “...they will go into detail, check everything
and may be say ‘look here, in that other facility, they do it this way, why aren’t you
doing it” (D4-S1-025). Respondants of organisation D4 have also revealed unique
behaviours of superior leaders in terms of them routinely getting directly involved
with all levels of operations “When they (superior leaders) come to office they don’t
- 98 -

come to the office here. First they go to the floor, they go through everything and
then only come back to office” (D4-S1-019). This relationship is seen to set standards
for employees at all levels to follow, this is expressed by respondants by referring
to particular departments such as “...R & D those guys bring in a new attachment
right...looking at the production its automatically accepted. There is no change
management involved” (D4-S1-023) therefore, the superior leader is seen to set the
tone for the formation of a distinctive type of organisational practice that creates a
climate that leads towards innovation.
Therefore, this emergent finding of the superior leader behaviour creating the
supporting climate to enable innovation has led towards uncovering a mediation
of organisational systems and practices (i.e. organisational climate). Thereby this
providessufficient reason in terms of widening the scope of the study to include the
role of the superior leader in relation to innovation in future studies.
Furthermore, respondants reveal transactional qualities of the superior leader
by expressing their attention to details in setting standards and monitoring such
standards. This is expressed by the respondant in describing an instance where the
superior leader commented on their performance as “...last time I came you scored 3
points. This time you have improved it and have scored 3.5. So next time when I come
I should see all these red areas turned to green...” (B2-OB-004-005). In addition to
this respondants also revealed transformational qualities of the superior leader by
expressing certain motivational and idealised influence characteristics. Examples for
such is in the context of the superior leader addressing a large gathering of employees
where he expresses that “... the 4000 of you who are here today are the ones that
make this happen and I am just delighted to be there for you guys...” (B2-L-097).
Respondant also expressed that “... he is a great driver... he is out there giving advice
and motivating people...” (B2-L-096). This is further confirmed by industry experts
who relate to the superior leader as “...a visionary person who is the live wire of
the organisation” (GA-IC-005). Therefore, according to literature, transformational
leadership “...can and should be observed at all organisational levels” (Avolio et al.,
1999: 460). In this vein of thought, the uncovering of a superior leader’s role that is
both transactional and transformational suggests that the scope of the study could
be widened to include the superior leader.
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Findings of the study also uncovered leadership practices at various levels within
the organisations. Respondants who were studied as followers while reflecting on
the leader subjected to the research also revealed their own practices pertaining to
leadership that they practiced at their level of authority. This was evident in three (A1,
B2 and C3) out of the six organisations chosen for the study and among respondants
at all levels in the hierarchy from the top management to the supervisory level.
Furthermore, they displayed transactional as well as transformational attributes
at different degrees. Therefore, given that research identifies various levels of
management in relation to leadership, literature also suggests this. This is where
leadership ‘in organisations’ refers to leadership at one or more levels of analysis,
and leadership ‘of organisations’ refers to leadership practices at the highest level
of management (Hunt & Ropo, 1995, as cited by Yammarino & Waldman, 1999:
267). Furthermore, Hunt (Hunt, 1991, as cited by Yammarino & Waldman, 1999:
268) discusses the importance of capturing leadership in relation to levels of
management, that isstrategic and upper echelon of leadership and its importance
towards enhancing organisational performance. Therefore, it would be interesting
to capture the leadership at different levels starting from the top most leader to the
ground level in the organisational hierarchy covering a broader spectrum. It could
be further analysed according to their behaviour in relation to transactional and
transformational attributes and to what degree these attributes can be observed at
different tiers thus widening scope of the study.

Augmentation effect
Emergent findings of the research also relate to the augmented effect of leadership on
innovation. As cited by Bass et al. (2003: 215), initial studies done by Burns in 1978
describes transactional leadership and transformational leadership being at opposite
ends of a same continuum. However, studies also indicate that transformational
leadership augments transactional leadership (Waldman et al., 1990, as cited in Bass
et al., 2003: 214).
This is also supported by the current study based on the fact that organisations,
which have both transactional and transformational leadership display high levels
of product, process and market innovation. For example, leader of organisation F6
displays high levels of transactional leadership qualities that have resulted in only
one of the three elements of innovation, that is, process innovation. However, the
leader of organization B2, shows high levels of transactional and transformational
- 100 -

leadership. Transactional leadership is displayed through the following comment
where the leader emphasises the importance of rewarding employees “…contribution
to the company’s journey you will be rewarded in terms of…promotions so on and so
forth...” (B2-L-083). The leader of B2 also displays high levels of transformational
leadership. An example of such is described by a respondant in relation to three out
of the four elements of transformational leadership, that is, intellectual stimulation,
inspirational motivation and individualised consideration. This was mentioned by a
respondant of B2 in reflection of the leader as,
…when I was doing this he (leader) came and sat with me and he
actually gave his ideas. He made me think in another way….He showed
these and these (show of drawings...) and likewise shared views to make
it look like this… and make this vast … and by that time we finally came
up with a good proposal which worked for everyone (B2-S2-040).
While the leader displays both transactional and transformational leadership
characteristics, the organization B2 also depicts high levels of product, process and
market innovation. Product innovation is seen through enhancement of product
attributes such as garments that provide “…relaxation….product that gives a
massage movement to the muscles and reducing the acid formation…” (B2-S5-006)
and the adaptations of automated processes and re engineering process in terms
of “...rework time being reduced...” (B2-S4-006) displaying high level of process
innovation. Furthermore, leader of B2 explained the initiations taken to establish a
centre to service the customer better through a supporting role where they “...have
libraries of fabric... basically there are libraries of anything that goes on, so that we
can provide inspiration to the customer” (B2-L-026) reflecting market innovation.
Therefore, organisation B2 demonstrates high levels of innovation in all three
categories when both transactional and transformational leadership is present
leading to the augmentation effect of the two styles of leadership. Organization
A1 also displays similar examples relating to the augmented effect of leadership
resulting in high levels of innovation in all three categories.
A parallel view point is also indicated in research as the augmentation effect as “...
transactional leadership provides the base for effective leadership and performance
at expected standards, while transformational leadership provides the add-on for
superlative leadership and performance beyond expectations” (Yammarino, 1993:
381). The findings of the current study also illustrate the aforementioned as the
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leader of organization F6 displays transactional characteristics that leads to the
setting of high standards and expectations, while the organization only displays high
levels of process innovation.
Furthermore, findings also reveal that organisation C3 has high levels of innovation
in all three categories, while leader predominantly displays transformational
characteristics. Further investigations of the findings reveal that the leader is enabled
towards high levels of innovation through the management processes deployed by
a system that helps the leader to set standards, evaluate performance and assign
reward systems. The existence of the KPIs and performance evaluations maintained
by the company C3 was mentioned by the respondant as “we have a system, so we
call ...so we do that. Yesterday I only finished this year’s the PMS...” (C3-S3-027).
This helps the leader to have the full range of innovation through the augmented
effect of leadership as the transactional elements are built in to a system giving the
leader the flexibility to be more transformational.
Furthermore, an exception to this was indentified in relation to organisation E5.
That is augmented effect of transformational leadership on transactional leadership
was identified in organisation E5, while only product and market innovations were
present, process innovation was not present. Product innovation was evident in
E5 where the respondant mentioned the unique application of materials depicted
through their attention towards the functionality of the product. In this instance the
convenience of usage and the enhancement of product characteristics are concerned
as “…the fabric we use for our product can be brought down in size and dumped in
to your suitcase, where when you just open it out, there’s no ironing that’s required
...” (E5-S2-018). E5 further reflects market innovation where E5 venturing out into
a new market segment in terms of exploiting opportunities in both the local market
and the region are seen as market innovations. Given that the existing clothing
market of India was popular with a certain type of western attire where “... everybody
is in jeans and t-shirts...” (E5-S2-005) company E5 expanded its target markets into
India thereby improving its target mix.
Further, analysis of company details revealed that the size of the organisation is
much smaller in comparison to the other organisations. This was analysed through
the company data, which depicts that organisation E5 has only 65 employees,
while both B2 and A1 has over 10,000 employees. Given that “size is more strongly
related to the implementation than to the initiation of innovations in organizations”
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(Damanpour, 1991) is further supported by the findings of this study in terms of
organization E5 ranking high in both product and market innovation and not in
terms of process innovation. Therefore, it can be proposed that the leaders who
display both transactional and transformational characteristics at higher levels lead
to product and market innovations even without much influence of the climate for
innovation in small organisations.

Reconceptualization of Leadership, Innovation Supportive
Organizational Climate and Organizational Innovations
Examining the data, as presented above the key relationships have been identified and
depicted in relation to the findings illustrated in figure 2. According to the emergent
data discussed previously, R1 as per figure 2 identifies the direct relationship between
transactional leadership and process innovation. R2 denotes the direct relationship
between transformational leadership and product and market innovation.
Supporting this finding, Bass and Riggio (2006:10) in their book, Transformational
Leadership, illustrate that transformational leadership can be quite effective
and that even management by exception can work given the right circumstance.
Furthermore while R3 illustrates that climate positively relates to innovation in
organizations, Emergent data also illustrates that a superior leader (a leader of
higher authority) having created the climate supporting innovation depicted by R5.
Further investigation of the data presents that the superior leader is also involved in
the routinization of the climate, thus superior leader having a positive impact on the
climate towards innovation illustrates a mediator role of climate. Furthermore, R4
illustrates that the relationship between transformational leadership and product and
market innovation is moderated by climate created by the superior leader, thus helps
the leader in driving innovation. The sixth relationship, R6 is where combination of
both transactional and transformational leadership together (augmentation) leads
to products, process and market innovation. Furthermore, findings of the study also
uncovered leadership practices at various levels or tiers within the organisations
studied, and that highly transformational leaders may display charismatic attributes
as well.
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Figure 2: Reconceptualization of Leadership, Innovation Supportive
Organizational Climate and Organizational Innovations

In terms of findings in relation to level of innovation prevailing in the Sri Lankan
garment industry, it was evident that most of the organisations examined in the
empirical study were innovative. These organisations are major players in the
government industry in Sri Lanka. They are the top exporters who are successfully
facing fierce competition in global markets. Three (A1, B2, C3) out of the six
organisations studied were identified to be highly innovative in all three categories
(product, process and market innovations). The organization E6 is high in product
and market innovations, whereas organisation F6 displayed high level of process
innovation and also medium levels of product and market innovations. Therefore, it
can be mentioned that five companies studied displayed innovation irrespective of
Sri Lanka ranking low in the global reports and indices due to the following reasons:
Firstly, most of innovations that are taking place are customer focused, and done
under the scrutiny of the immediate chosen clients of the organisation, thereby
making it difficult to claim total ownership for their innovations. Since organisations
are operating in a highly competitive environment where originality is critically
important, this unique and closely guarded customer relationship requires garment
manufacturers to secure originality. This was reflected by a respondant of B2 where
it was mentioned that,
...we are now knowledge partners and we are strategic partners with
these customers. We sit and talk about how they are going to win ....so
if you work with a brand and you want to be strategic then you got to
help them to answer the question of how to compete and win... (B2-L052/053)
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Secondly, organizations were discouraged by the cumbersome nature of the process
in obtaining registrations and patents which involved too much paperwork and time.
Furthermore, more often due the time-consuming and combersome process most of
the time the innovation becomes obsolete. Therefore, preference was given to their
day-to-day work rather than focusing on patenting. This was narrated as,
I don’t have the time to do that. Otherwise actually I want to do it. When
I think of doing the paper work, I may be faced with the production and
the buyer visit and all that......actually day to day fire fighting is more
important (A1-S2-067/68/69)
Thirdly, the companies do innovations and have obtained patents and licenses.
However, these are mostly lodged within the boundaries of the market the industry
chooses to compete in and, therefore, are mostly outside the country in which the
manufacturing organization is situated.

Managerial Implications, Limitations and Direction for Future
Research
Managerial Implications
Based on the findings manufacturing organisations catering to product segments that
compete on process driven criteria, for example large quantities, faster turnaround
times etc., will benefit by having transactional leadership. Organisations competing
on product categories that demand enhancements and variations etc., will benefit
mostly by having transformational leadership.
As cited by Bass et al. (2003), both transactional and transformational leadership
have depicted positive correlations, thus supporting the augmentation effect of
transformational leadership and transactional leadership (Avolio et al., 1999).
Therefore, in relation to the augmentation effect, organizations adopting both
transactional and transformational leadership, have more advantage towards being
innovative than having only transactional leadership practices.
While the routinized processes are observed as enablers for the leaders to engage
in innovation, it is observed to enhance the practice of innovation at the level of
the follower, whereby strengthening the organizational operations. Therefore, it
was observed that organisational systems helped the leaders to monitor processes
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and outcomes across the organisation, replicating transactional elements of
leadership, thereby enabling the leaders of those organisations to concentrate on the
transformational attributes.
The findings of the study also implies that choosing the appropriate style of
leadership will enable the organisation to heighten their levels of innovation,
eventually reflecting on the competitiveness ranking of Sri Lanka. Furthermore, as
the findings of the study demonstrate, there is leadership existing at different tiers of
the organisation in different degrees. Therefore, it can be suggested that management
needs to recognise such leaders and train, develop and motivate them accordingly.
Limitations and Directions for Future Research
Given the confidential nature of information pertaining to innovations, especially
product and process innovations, a limitation has been observed in terms of the
disclosure of certain details in relation to narrating the presence of innovation.
Given that the emergent findings uncover the active involvement of a leader at a
higher influential level in the organisation who also displays transactional and
transformational leadership characteristics. In addition it was uncovered that
leadership is displayed at different tiers of the organisational hierarchy. Therefore,
this denotes the fact that a wider scope of study is needed in relation to uncovering
variances of leadership styles spread amongst different tiers of the organisation.
Hunt and Ropo (1995, as cited by Waldman & Yammarino, 1999: 267) relates to the
analysis of leadership in one or more levels of management as well as the highest
levels of management, which gives the importance towards the study of leadership in
relation to management levels of organisations in future studies. Furthermore, given
that “....transformational leadership can and should be observed at all organizational
levels” (Avolio et al., 1999: 460) and also given that transactional leadership could
potentially provide the base for transformational leadership, it is recommended that
both styles of leadership be studied in relation to different management levels of the
organisation in future research.

Conclusion
The findings of the research shed light on the presence of innovation within the
garment manufacturing industry that is possibly not captured against the commonly
used innovation measurement criteria due to its integrated nature with routine
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managerial operations. The research also analyses the adoption of leadership
styles accordingly, to furthering the organizations competitive advantage through
innovation. The research uncovered positive relationships between transactional as
well as transformational leadership and innovation in organisations. It also uncovered
that climate had a moderating effect on the aforesaid relationship. Furthermore,
emergent findings revealed that a leader at a higher level of the organisational
hierarchy creates this innovation-supporting climate. Emergent findings further
uncovered the augmentation effect of transformational leadership on transactional
leadership that lead to higher levels of innovation in organisations. This leads to the
managerial implication of adopting both styles of leadership in relation to achieving
heightened levels of innovation in the organisations. Research also uncovered
dynamics within the role of leadership in relation to different levels of management
in the organisation, which also lead to potential areas for future research. By doing
so the research bids to bring about awareness towards the importance of leadership
behaviours that lead to organizational innovation in the light of enhancing the
organisation’s competitive advantage.

References
Ahmed, P. K. (1998). Culture and climate for innovation. European Journal of Innovation
Management, 1 (1), 30-43.
Amabile, T. M., Conti, R., Coon, H., Lazenby, J., & Herron, M. (1996). Assessing the work
environment for creativity. The Academy of Management Journal, 39 (5), 1154-1184.
Avolio, B. J., Bass, B. M., & Jung, D. I. (1999). Re-examining the components of transformational
and transactional leadership using the multifactor leadership questionnaire. Joumal of
Occupational and Organisational Psychology, 72, 441-462.
Bass, B. M. (1997). Does the transactional-transformational leadership paradigm transcend
organizational and national boundaries? American Psychologist, 52 (2), 130-139.
Bass, B. M. (1990). From transactional to transformational leadership - learning to share the
vision. Organisational Dynamics, 8 (3), 19-31.
Bass, B. M. (1985, March). Leadership: good, better, best. Leadership and Performance
Beyond Expectations, 26-40.
Bass, B. M. (1999a). Two decades of research and development in transformational leadership.
European Journal of Work and Organisational Psychology , 8 (1), 9-32.
Bass, B. M. (1999b). On the taming of charisma a reply to janice beyer. The Leadership
Quarterly, 10 (4), 541-553.
Bass, B. M., & Avolio, B. J. (1993). Transformational leadership and organisational culture.
Public Affairs Quarterly, 112-121.

- 107 -

Bass, B. M., & Riggio, R. E. (2006). Transformational leadership. New Jersey: Lawrence
Erlbaum Associates, Inc.
Bass, B. M., Avolio, B. J., Jung, D. I., & Berson, Y. (2003). Predicting unit performance by
assessing transformational and transactional leadership. Journal of Applied Psychology,
88 (2), 207-218.
Bass, B. M., Waldman, D. A., & Avolio, B. J. (1987 ). Transformational leadership and the
falling dominoes effect. Group & Organization Studies, 12 (1), 73-87.
Carneiro, A. (2008). When leadership means more innovation and development. Business
Strategy Series, 9 (4), 176-184.
Daft, R. L. (2009). Principles of management. New Delhi: Cengage Learning india Pvt. Ltd.
Damanpour, F. (1992). Organizational size and innovation. Organization Studies, 13 (3), 375402.
Damanpour, F., & Evan, W. M. (1984). Organizational innovation and performance: the
problem of organizational lag. Administrative Science QuarteHy, 29, 392-409.
Denzin, N. K., & Lincoln, Y. S. (1994). Handbook or qualitative research. New Delhi: Sage
Publication.
Dobni, C. B. (2008). Measuring innovation culture in organisations: the development of
generalised innovation culture consruct using explanatory factor analysis. European
Journal of Innovation Management, 11 (4), 539-559.
Elenkov, D. S., & Manev, I. M. (2005). Top management leadership and influence on
innovation: the role of socio cultural context. Journal of Management, 31 (3), 381-402.
Fonseka, A. T., & Fonseka, D. (1998). Garment industry of Sri Lanka: challenges and responses.
Sri Lanka Journal of Management, 3 (3 & 4).
Gera, S., & Gu, W. (2004). The effect of organisational innovation and informaiton technology
on firm performance. International Productivity Monitor, 1-49.
Gereffi, G., &Memedovic, O. (2003). The global apparel value chain: what prospects for
upgrading by developing countries. Vienna: United Nations Industrial Development
Organisation.
Gumusluoglu, L., & Ilsev, A. (2009). Transformational leadership, creativity, and organizational
innovation. Journal of Business Research, 62, 461–473.
Hutcheson, P., Pearson, A. W., & Ball, A. F. (1995). Innovation in process plant: a case study of
ethylene. The Journal of Product Innovation Management, 12 (5), 415-430.
Inauen, M., & Schenker-Wicki, A. (2011). The impact of outside-in open innovation on
innovation performance. European Journal of Innovation Management, 14 (4), 496-520.
Jansen, J. J., Vera, D., & Crossan, M. (2009). Strategic leadership for exploration and
exploitation: the moderating role of environmental dynamism. The Leadership Quarterly,
20, 5-18.
Jayakody, J. A. (2008). Charismatic leadership in Sri Lankan business organizations. Journal
of Management Development, 27 (5), 480-498.
Jayakody, J. A. (2010). Effects of leader charisma on follower dependency in Sri Lankan
firms. Unpublished doctoral dissertation, University of Sri Jayewardenepura, Colombo.

- 108 -

Johne, A. (1999). Successful market innovation. Suropean Journal of Innovation
Management, 2 (1), 6-11.
Jones, A. P., & James, L. R. (1979). Psychological climate: dimensions and relationships of
individual and aggregated work environment perceptions. Organizational Behaviour and
Human Performance, 23, 201-250.
Jung, D. I., & Avolio, B. J. (1999). Effects of leadership style and followers’ cultural orientation
on performance in group and individual task conditions. Academy of Management, 42
(2), 208-218.
Jung, D. I., Chow, C., & Wu, A. (2003). The role of transformational leadership in enhancing
organizational innovation: Hypotheses and some preliminary findings. The Leadership
Quarterly, 14, 525-544.
Jung, D., Wu, A., & Chow, C. W. (2008). Towards understanding the direct and indirect effects
of CEOs’ transformational leadership on firm innovation. The Leadership Quarterly, 19,
582–594.
King, N., & Horrocks, C. (2010). Interviews in qualitative research. London: Sage Publications.
Lager, T. (2002). A structural analysis of process development in process industry. R & D
Management, 32 (1), 87-95.
Liu, J., Liu, X., & Zeng, X. (2011). Does transactional leadership count for team innovativeness?:
the moderating role of emotional labor and the mediating role of team efficacy. Journal of
Organizational Change Management, 24 (3), 282-298.
Michaelis, B., Stegmaier, R., & Sonntag, K. (2010). Shedding Light on followers’ innovation
implementation behaviour. Journal of Managerial Psychology, 25 (4), 408-429.
Montes, F. J., Moreno, A. R., & Fernandez, L. M. (2004). Assessing the organizational climate
and contractual relationship for perceptions of support for innovation. International
Journal of Manpower, 25 (2), 167-180.
Organization for economic co-operation and development statistical office of the european
communities, (2005), Oslo Manual, Paris.
Patent Technology Monitoring Team (PTMT). (2011). Patents by country, state, and year - all
patent types. Shirlington Village: U.S Patent and Trademark Office.
Patterson, M. G., West, M. A., Shackleton, V. J., Dawson, J. F., Lawthom, R., Maitlis, S., (2005).
Validating the organizational climate measure: links to managerial practices, productivity
and innovation. Journal of Organizational Behavior, 26, 379–408.
Pillai, R., & Meindl, J. R. (1991). The effect of a crisis on the emergence of charismatic
leadership: a laboratory study. Academy of Management Best Papers Proceedings, (pp.
235-239 ).
Punch, K. F. (2005). Introduction to social research quantitative and qualitative approach.
London: SAGE Publications.
Ranasinghe, S., & Weerawardena, J. (2003). The role of leadership in innovation and
competitiveness of export firms: A Sri Lankan perspetive. Sri Lanka Journal of
Management, 8 (3 & 4).

- 109 -

Rosing, K., Frese, M., & Bausch, A. (2011). Explaining the heterogeneity of the leadershipinnovation relationship: Ambidextrous leadership. The Leadership Quarterly, 22, 956974.
Sarros, J. C., & Santora, J. C. (2001). The transformational-transactional leadership model in
practice. Leadership and Organization Development Journal, 22 (8), 383-393.
Sarros, J. C., Cooper, B. K., & Santora, J. C. (2008). Building a climate for innovation
through transformational leadership and organizational culture. Journal of Leadership &
Organizational Studies, 15 (2), 145-158.
Schneider, B., Brief, A. P., & Guzzo, R. A. (1996). Creating a climate and culture for sustainable
organizational change. Organizational Dynamics, 24 (4), 6-19.
Schneider, B., Ehrhart, M. G., & Macey, W. H. (2012). Organizational climate and culture.
Annual Review of Psychology, 64, 361-388.
Scott, S. G., & Bruce, R. A. (1994). Determinants of innovative behaviour: A path model of
individual innovation in the workplace. Academy of Management Journal, 37 (3), 580607.
Schwab, K., (Ed.), (2012), The global competitiveness report 2012–2013. World Economic
Forum, Geneva
Shenton, A. K. (2004). Strategies for ensuring trustworthiness in qualitative research projects.
Education for Information, 22, 63-75.
Siegel, S. M., & Kaemmerer, W. F. (1978). Measuring the perceived support for innovation in
organizations. Journal of Applied Psychology, 63 (5), S53-S62.
Smith, W. K., & Tushman, M. (2005). Managing stratgic contradiction: a top management
model for managing innovation streams. Organization Science, 16 (5), 522-536.
Soumitra, D., (Ed.), (2012). The global innovation index 2012: Stronger Innovation Linkages
for Global Growth. Geneva.
Tonj, A. D., & Meneghetti, A. (2000). The production planning process for a network of firms
in the textile-apparel industry. International journal of production economics, 65 (1), 1732.
Valencia, J. C., Jimenez, D. J., & Valle, R. S. (2010). Organizational culture as determinant
of product innovation. European Journal of Innovation Management, 13 (4), 466-480.
Waldman, D. A., & Yammarino, F. J. (1999). CEO charismatic leadership: levels-of management
and levels-of analysis effects. Academy of Management Review, 24 (2), 266-285.
Wong, S.-Y., & Chin, K.-S. (2007). Organizational innovation management: An organizationwide perspective. Industrial Management & Data Systems, 107 (9), 1290-1315.
Yammarino, F. J. (1993). Transforming leadership studies: Bernard Bass’ leadership and
performance beyond expectation. Leadership Quarterly, 379-382.
Yin, R. K. (2009). Case study research design and methods (4 ed., Vol. 5). USA: SAGE
Publications.

- 110 -

