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Abstract 

In the current competitive global market, innovative behavior of employees is a key to the survival 

of organizations. Employees’ innovative work behavior is highly influenced by the type of the 

leadership style applied. Empirical studies show that there is strong relationship between 

transformational leadership and employees’ innovative work behavior. This research paper focuses 

on the effect of transformational leadership on employees’ innovative work behavior in Kifiya 

Financial Technology. More specifically, the paper analyses the impacts of the four components 

of transformational leadership on innovative behavior. Data was collected through a standardized 

questionnaire in census method, comprising of 102 respondents. The findings after statistical 

regression analysis made on SPSS revealed that among the four components of transformational 

leadership, idealized influence and inspirational motivation are positively and significantly 

influence innovative work behavior. While on the other hand, intellectual stimulation and 

individualized consideration have positive but insignificant relationship with innovative behavior. 

The results of this study imply that companies can benefit from the application of transformational 

leadership that brings the culture of innovative work behavior among employees. Finally, there 

must be more research that need to conduct in similar areas in order to gain adequate knowledge 

on the impact of transformational leadership on innovative work behavior. 

Keywords: Transformational Leadership, Innovative Work behavior, Kifiya Financial Technology  
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CHAPTER ONE 

INTRODUCTION 

1.1.Background of the Study 

 

The role of transformational leadership in organizations is becoming increasingly important as it 

helps improve the performance of the organization through implementing innovative processes.  

(Pieterse et al, 2010) defined transformational leadership as a style of leadership that transforms 

followers to rise above their self-interest by altering their morale, ideals, interests, and values, 

motivating them to perform better than initially expected. On the other hand, innovative behavior 

is the behavior of employees who continually introduce and/ or apply a new idea, process, product 

or procedure that is relevant and beneficial to the unit both in his role as individuals, group, or 

organization.  (Spiegelaere et al, 2012) 

Because organizations rely on a variety of factors to encourage innovative work behaviors, 

organizational leaders play an important role to encourage innovative work behaviors in the 

workplace in order to bring new changes at the time to challenging situations to maintain 

organizational sustainability. Recent scholarly research emphasize leadership as one of the key 

factors influencing innovative work behavior. Therefore, organizations recognize the need to hire 

leaders who can overcome complex problems with innovative solutions through employees’ 

innovative work behavior. Innovative behavior is a multi-stage process of problem recognition, 

generation of ideas or solutions, building support for ideas, and idea implementation. 

Bass (1985) as cited in Ariyani (2018) stated that among the various styles and types of leadership, 

transformational leadership is the most valuable type to bring innovative behavior. 

Transformational leaders may inspire innovative behavior. Transformational leaders with a new 

understanding of the future encourage employees to follow their expectations and achieve a new 

future.  Because employees   think   of   and   implement innovative solutions, identifying   how 

leadership can impact the innovative behaviors of these employees is vital for gaining a 

competitive edge (Pieterse et al, 2010). 

Kroes (2015) as cited in Ariyani (2018) emphasized that innovation is a form of work behavior 

that is highly demanded by the company for the success of its employees and the company as well. 

The innovation process requires the full commitment of employees and leaders in order to maintain 
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the continuity, sustainability and growth of the company that is created through the creative 

development and implementation of new ideas. Maximizing the potential for innovation for 

employees is a priority that any organization should achieve and thus shapes innovative work 

behavior. Innovative behavior can create competitive advantage and job satisfaction through 

product and service differentiation and improvement. (Park et al., 2013). 

 

1.2.Background of the Company 

Established in 2010, Kifiya Financial Technology is a technology and services company that 

developed scalable and secure technology platforms over the past eleven years.  In 2019, Kifiya 

transitioned into a technology ventures holding company focused on launching an ecosystem of 

vertically integrated digital businesses across various sectors. The businesses primarily fall into 

three focus areas - marketplace, logistics, and digital financial services. The marketplace 

businesses focus on solving market inefficiencies and information asymmetry by more effectively 

connecting market supply to market demand. Kifiya developed an e-commerce marketplace 

platform for micro, small and medium enterprises (Shega), a marketplace for informal sector 

workers (Shega Muya), a marketplace for online hotel and tourism packages (Shega Travel), a 

digital contract farming platform and marketplace (Shega Fre), and a last-mile distribution agent 

network (Shega Zenbil). The logistics businesses focus on better utilizing available transportation 

assets to reduce the transaction costs of delivery. Kifiya has a point-to-point delivery business 

serving individuals, businesses, and networked operations (Che), a freight and logistics digital 

platform (Che Freight), a long-distance bus ticketing platform (Che Bus), and an e-prescription 

and pharmaceutical delivery platform (Che Med). Kifiya’s digital financial service stream focuses 

mainly on digital lending and payment solutions. Its digital lending platform, Qena, aims at 

providing access to credit with innovative credit scoring tools. This platform uses a credit scoring 

algorithm to provide uncollateralized loans to individuals and companies.  The digital payment 

solution named MelaPay, envisions to deliver simple, affordable, secure and within reach 

transactions through building integrated and scalable technology and distribution infrastructure 

that enables access to financial and non-financial service. 
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1.3.Statement of the Problem 

The globalization of business practices and the growing demand for diversified products and 

services are putting pressure on companies to continually change the way organizations function 

and respond (Wasono et.al, 2018). Ariyani (2018) states that the relatively rapid change in the 

global business world accompanied by rapid technological developments as well as unpredictable 

economic, social, and political trends change; the companies must continually adjust for their 

business practices in order for them keep their competitive advantage and sustain their business. 

One of the strategies is with the adoption of new knowledge and apply it that is known as 

innovation.  Li, (2019) strengthens this idea stating that that Innovative work behavior (IWB) is a 

vital factor that a leader needs to consider, significantly, to gain a competitive advantage and 

establish organizational sustainability. Mostly, modern companies use research and development 

as an importance tool for sustainability. However, in addition to research & development, 

organizations operating in a highly competitive business environment should work in other aspects 

of the company to meet market needs and discover alternative ways to stay competitive in the 

business world which one and most important factor might be practicing innovative work behavior 

among their employees. An important question for leadership research and practice is here how 

leadership can play its role to stimulate employee innovative work behavior. Benner & Tushman 

(2003) indicate that the key factors of the driving of change and development in digital business 

are how the leader based on the intelligent decision could coordinate the different internal 

resources to achieve the firm objective. However, research made to study the impact of leadership 

applied on employees’ innovative work behavior is minimal most companies in Ethiopia. 

Digital payment service providers like Kifiya Financial technology needed to find new value 

research to maintain their competitive advantage through continuous innovation, through internal 

capacity development, and through technology partnerships or investments in digital 

infrastructure.  Internal capacity development mainly focuses on working on the intellectual and 

psychological capacity of leaders and employees.  

Most business organizations face the problem of ignoring the impact of transformational 

leadership on innovative work behavior after adopting a leadership style that expects cohesive 

relationships among the players, leaders and employees, to achieve their strategic goals. Therefore, 

there is little understanding of the impact of transformational leadership on innovative work 



 4  

behavior It is observed that new start-up competitors in the industry are coming to the Ethiopian 

market with new products and services while Kifiya’s current businesses are still struggling to 

enter to the market. This implies that there is little understanding of the impact of transformational 

leadership on innovation by most of the leaders of the different business streams of Kifiya 

Financial Technology.  

Kifiya Financial Technology has been transforming for the past two years, by recruiting highly 

skilled professionals both from domestic and abroad. Moreover, the company is striving to bring 

innovative digital products and services to the domestic digital payment market. There is a clear 

indication that the company has implemented transformational leadership style to sustain its 

business. However, from the researcher’s personal experience in the company, that the application 

of transformational leadership is inconsistent. 

The relationship between transformational leadership and innovative work behavior has been 

studied by Gobena (2014)). However, this study was conducted in a government institution. The 

study was conducted in Ethiopian Electric Corporation by Gobena (2014), which the study 

revealed that there is a positive and significant relationship between transformational leadership 

style and innovative work behavior. More research should be conducted to strengthen that there is 

a positive and significant relationship between transformational leadership on employees’ work 

behavior in Ethiopian companies. 

Therefore, this study examines the impact of transformational leadership on innovative work 

behavior in private digital payment company, Kifiya Financial Technology. The reasons why the 

researcher motivated to study this topic are, first, due to lack of enough research on the impact of 

transformational leadership in Ethiopian companies, and second, addressing the impact of change 

on innovative work behavior is a major concern today for the company. This study will be 

considered as important to investigate the possible relationships between transformational 

leadership and innovative work behavior in Kifiya Financial Technology. The positive effects of 

transformational leadership can increase employee satisfaction, motivation, engagement, and 

become the core competencies of the company. 
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1.4.Basic Research Questions 

The main research questions raised in this study are:  

- Does transformational leadership influence innovative work behavior? 

- Do Kifiya leaders practice transformational leadership?  

- Do Kifiya  Kifiya employees practice Innovative Work Behavior?  

-  Are there any potential challenges in practicing transformational leadership style? 

1.5.Objectives of the Study 

 

1.5.1. General Objective 

The main objective of this study is to examine the effects of transformational leadership in 

innovative work behavior in Kifiya Financial Technology.  

1.5.2. Specific Objectives 

 

a) To assess if transformational leadership is practiced in Kifiya Financial Technology  

b) To determine Kifiya’s employees innovative work behavior 

c) To identify the relationship between transformational leadership and innovative work 

behavior in the company 

d) To determine the potential sources of problems/challenges underlying the leadership styles 

and innovative work behavior in the company 
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CHAPTER TWO 

LITERATURE REVIEW 

2.1.Introduction 

 

This chapter discusses existing literature on the concept of transformational leadership and 

innovative work behavior that will help to provide a context for investigating and addressing the 

relationship between transformational leadership style and employee’s innovative work behavior. 

 

2.2.Theoretical Review 

2.2.1. The Concept of Leadership 

 

Leadership as a concept is complex and very subjective to define as it continues to evolve in 

through time (Daft, 2008). Bass and Riggio (2006) describe leadership as a universal phenomenon 

- an interaction between two or more members of a group that often involves structuring or 

restructuring of the situation & the perception & expectations of the members. Though there are 

hundreds of definitions by different scholars, the term “leadership” can be best described as the 

“process of social influence in which one person can enlist the aid and support of others in the 

accomplishment of a common task” (Gujral, 2013).  Leadership is different from Management. 

Leadership requires a person’s individual traits while Management can be learnt through 

experience and requires the use of various means which also includes penalties (Kolodziejczyk, 

2015). Leadership consists of major elements like a leader, followers, an influence, and a common 

goal/purpose. Leadership involves influence, which commonly happens among people, who 

deliberately want significant changes, which reflect the common interest shared by leaders and 

followers. According to Daft (2008) influence means that the relationship among people that is not 

passive, multidirectional and noncoercive.  

2.2.2. Theoretical Development of Leadership 

Over the years, many leadership theories have been published. Khan (2016) indicates that 

leadership theories have been refined and modified with passage of time and none of the theory is 

completely irrelevant. Every theory has been deployed in different areas according to the specific 
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requirements. Among these theories Great Man Theory, Trait Theory, Behavioral Theory, 

Transactional Theory, and Transformational Theory are the major ones. 

Great Man Theory: According to this theory, leaders are born and that only those men who are 

impersonated with heroic characters could ever become the leaders (Khan 2016). In this theory, 

Leaders are portrayed based on the common belief by a particular society that they are 

extraordinary, born with innate qualities of leadership, and are destined to lead but not nurtured or 

made. According to this theory, people inherit certain qualities and traits that make them better 

suited for leadership. 

Trait Theory: Trait leadership theory states that people are born with certain qualities that make 

them excel in various leadership roles. Significant relationships exist between leadership and such 

individual traits as: intelligence, adjustment, extraversion, conscientiousness, openness to 

experience, and general self-efficacy (Gujral, 2013).  The trait theory sees these characteristics as 

innate, people with these qualities are born with it (Eyamba, 2020). Studies show that the trait 

theory mainly deals with analyzing physical, mental and social characteristics in order to acquire 

more understanding of characteristics that are common among leaders. 

Behavioral Theory: Leadership behavior theory is categorized as such because it focuses on the 

study of a leader's specific behavior. According to Eyamba (2020), unlike trait theorists, behavior 

theorists have brought a new perspective focusing on a Leader’s behavior as opposed to the traits 

related to mental, physical, or social. For behavioral theorists, a leader’s behavior is the main factor 

to measure his/her leadership influence and leadership practices. These theorists explained 

leadership as a result of distinctive actions used by effective versus ineffective leaders (Datche, 

2015).  

Transactional Theory: Khan (2016) states that this leadership approach focuses on the practices 

that focusing on the exchanges of actions and consequences between the followers and leaders. 

This approach emphasizes that the relationship between leaders and subordinates focuses on the 

mutual benefits that result from a type of agreed action plan in which the subordinates get a reward 

or penalty from the leader because of his/her commitment or performance. This style is most used 

by managers because it focuses on the management, organization, and short-term planning 

management processes. Transaction theory is characterized by transactions between leaders and 
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their followers. For transactional leadership theory to be effective, leaders must find appropriate 

means of rewarding or punishing followers based on the tasks performed. 

Transformational Theory: Transformational leadership is a recent leadership development 

which involves leaders and followers’ personal factors and the participation of followers in any 

organizational processes or activities. (Khan, 2016). Transformational leadership theory describes 

the process of interaction among leaders and employees by building strong relationships with each 

other that lead to a high percentage of trust and cohesiveness among themselves to achieve a 

common goal. This later leads to increased intrinsic and extrinsic motivation for both leaders and 

followers that will increase their organizational commitment. The importance of transformation 

theory is that leaders transform their followers through their inspirational and charismatic 

character. The rules and regulations are flexible and are based on group norms. These attributes 

give followers a sense of belongingness because they can easily identify the leader and motivated 

to understand the purpose (Eyamba, 2020). As per this research, the most appropriate theory that 

can be used in the research is this leadership theory. 

2.2.3. Transformational Leadership 

Bass and Riggio (2006) observe that transformational leadership has become the approach of 

choice for much of these days research and application of leadership theory that has captured the 

attention of scholars, of practitioners, and of students of leadership. Diaz-Saenz (2011) defines 

transformational leadership as a process by which a leader transforms group or organizational 

performance beyond expectation by bringing strong emotional attachment with his or her followers 

combined with the collective commitment of follower to a higher moral value. Khan (2016) states 

that transformational leaders consider their relationships with followers as very high priority and 

demonstrate individualized consideration in meeting followers’ needs for empowerment, 

achievement, enhanced self-efficacy and personal growth. In transformational leadership, leaders 

have qualities of proactively dealing with issues, work to change the organization culture by 

implementing new ideas, make followers achieve goals and objectives with high moral values, and 

motivate followers by encouraging them to put group interests first. According to Gujral (2013), 

transformational leadership enhances the motivation, morale, and performance of followers 

through a variety of mechanisms. These include creating sense of belongingness by connecting the 

follower's sense of identity to the mission and the collective identity of the organization; being a 
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role model for followers who inspires them to achieve a shared organizational vison and goals; 

challenging followers to take greater ownership for their work, and understanding the strengths 

and weaknesses of followers, so the leader can align followers with tasks that optimize their 

performance (Gujral, 2013). Transformational Leadership focuses on the concept of positive 

attribution of the leader for achieving “performance beyond expectations” in followers (Al-

Shammari, 2019).  

2.2.3.1.Characteristics of Transformational Leadership 

Bass (1985) defined a transformational leader as an individual who possesses certain 

characteristics, which are posited to motivate followers to move beyond their self-interest and 

commit themselves to organizational goals, thus performing beyond expectations. 

Transformational leadership is a unique leadership style, which is theorized to bring employees 

involvement in an organization’s success. It can influence employees’ moral values and ethics in 

such a way that they tend to perform better than expected. 

There are four major characteristics/components of Transformational Leadership (Bass and 

Riggio, 2006): 

Idealized Influence - Idealized influence as Anderson (2017) states is a leadership providing 

followers the vision and mission of an organization while displaying the leader’s total commitment 

to achieve the vision and mission. The leader acts as a role model for the followers who want to 

follow in his/her footsteps. Through their actions, effective transformational leaders gain the 

attention of their followers that result in trust and affection of their followers. Idealized Influence 

provides the leader attributes like being a role model for high ethical behavior, brings pride, gains 

respect and trust.  In general, it refers to the behavior of transformational leader which inspires 

his/her followers’ so that he/she gains trust and, respect from their followers which as a result 

followers will have a desire to impersonate their leaders (Al-shammari, 2019). These behaviors 

include prioritizing the needs of followers over the interests of the leader himself and showing 

consistency and good ethics in their behavior. According to Bass (1985) and Khan (2016), a leader 

with high levels of idealized influence or charisma can create among followers the feeling of trust, 

showing admiration, loyalty, and respect toward the leader. 

Inspirational Motivation - The key to transformational leadership is members’ understanding of 

having a consistent vision, mission, and set of values.  They will have a clear insight of what they 
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want to get from each engagement. Here, leaders try to develop the consciousness of followers by 

aligning them towards the organizational mission and vision (Khan 2016). Inspirational 

Motivation refers to transformational leaders sharing an inspirational vision or goal with their 

followers and constantly motivating them to reach for the goal while strengthening their 

confidence and motivating them to overcome any possible barriers. It is the degree to which the 

leader articulates a vision that is appealing and inspiring to followers. Leaders with inspirational 

motivation challenge followers with high standards, communicate optimism about future goals, 

and provide meaning for the task at hand. Followers need to have strong sense of purpose if they 

are to be motivated to act.  

Intellectual stimulation –Leaders encourage followers to be imaginative and original. They 

encourage followers to come up with new ideas and when there is a mistake made by followers 

these leaders never disrespect or publicly blame them for their mistakes. Intellectual Stimulation 

calls up on transformational leaders to challenge followers to embrace new ways of thinking and 

doing, and to reassess values and belief (Anderson, 2017). Transformational leaders encourage 

their followers to practice creativity and innovativeness by questioning norms and finding new 

approaches and solutions to problems. It is the degree to which the leader challenges assumptions, 

takes risks and obtains followers’ ideas. Leaders with this style stimulate and encourage creativity 

in their followers. They coach and support people who think independently. The followers ask 

questions, think deeply about things, and figure out better ways to execute their tasks. 

Individualized Consideration – involves leaders coaching, mentoring, and providing feedback 

in a manner consistent with everyone’s needs (Anderson, 2017). Followers are treated according 

to their level of skills and abilities. Based on their level of skills and ability, they are empowered 

to make decisions and always have the resources and support needed to make their decisions. 

Individualized Consideration refers to the individual attention that leaders pay to followers. 

Leaders act as coaches and mentors by recognizing followers’ concerns and treating them as 

individuals as well as team members. Leaders listen to the concerns and needs of their followers. 

Leaders provide empathy and support, keep communication open, and challenge followers. It also 

embraces the need for respect and celebrates the individual contributions each follower can make 

to the team. The followers have a will and aspirations for self-development and have intrinsic 

motivation and commitment to achieve their tasks.  
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2.2.4. Innovative Work Behavior 

The concept of innovation management refers to a process of planning, implementing, organizing 

and controlling organizational innovation activities systematically for the purpose of realizing 

innovative ideas efficiently and effectively (Wasono, 2018). According to Akram (2020) and 

Raykov (2014) Innovation is defined as “a process through which economic or social value is 

extracted from knowledge. It happens through the creation, diffusion, and transformation of 

knowledge to produce new or significantly improved products or services that are then placed to 

use by society”. Innovative work behavior (IWB) typically includes exploration of opportunities 

and being creative to bring new ideas (creativity related behavior), which also includes behaviors 

related to implementing change, applying new knowledge, or improving systems and processes to 

boost up individual and business performance (implementation-oriented behavior) (De Jong and 

Den Hartog, 2007). Innovation can be described as the process that enables individuals to develop 

and implement new ideas or knowledge to perform better in their job. 

Innovation can range from gradual and incremental improvements to transforming ideas that affect 

processes or products across the whole organization (Axtell et al. 2000). While the latter are rather 

rare and mostly only employees or organization who are working in the research and development 

domain can contribute in such a manner, the former minor suggestions and improvements are much 

more common and concern of employees from all areas. Examples of innovative work behavior 

include thinking in alternative ways of doing tasks, searching for improvements in processes or 

systems, figuring out new ways to accomplish tasks, looking for new and enhanced technologies, 

applying new work methods, and investigating and securing resources to make new ideas happen 

(Dorner, 2012). In most organizations, innovative work behavior is not part of the day-to-day job 

of employees. 

Innovation is a multi-step process that involves the individual ability to recognize a problem, 

generate novel ideas, and can support and implement these ideas. De Jong and Den Hartog (2010) 

characterize innovation as a multi-stage process that consists of idea exploration, idea generation, 

idea championing, and idea implementation:  

- Idea exploration is the first stage of innovation process that involves the process of 

searching for new ideas and opportunities, development of new business processes, and 

finding new products and services alternatives (Ornek, 2015) 
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- Idea generation refers to the process where information is combined and reorganized for 

problem solving and increased performance by means of brainstorming, mind mapping and 

morphological analysis (Theurer, 2018). Idea generation is concerned with development of 

new product, services or current business processes, process of entering to a new market 

or solution of problems occurred in business. 

- Idea championing includes promotion of finding support of new ideas. By relying on 

innovative behavior of employees, it is the formation of enthusiastic structure that deals 

with the new idea and ensures inclusion of employees’ right to the continuous membership 

in the process team (Ornek, 2015). 

- Idea implementation comes at final stage when new ideas have already been generated, 

brainstormed and agreed up on the readiness for implementation. It is more complex as it 

describes the process of converting ideas into either transformed or improved (incremental) 

products, services, or ways of doing things (Saeed, 2019).  

2.2.5. Transformational Leadership and Innovative work Behavior 

In the current competitive global market, innovative behavior of employees is key to the survival 

of organizations. However, employee innovative behavior is highly affected by the leadership style 

that the leaders in an organization have adopted. According to Jung, Chow and Wu (2003), there 

is a direct positive relationship that exists between transformational leadership style and 

organizational innovation. 

Li (2019) indicates that transformational leadership usually focuses on the consideration, 

intellectual stimulation, and inspirational motivation of the individuals that help in facilitation of 

employees’ innovative work practices. Transformational leaders are more trustworthy, truthful, 

and practical, which could help employees accomplish their tasks and have the potential to develop 

innovative work behavior.  

According to Bass (1985), transformational leaders articulate and present a clear vision, 

demonstrating enthusiasm and passion for the vision and inspire and motivate employees to work 

hard to obtain that vision 

Zhang and Bartol (2010) stated that innovative behavior at every organization level either directly 

or indirectly requires the support of leaders. Thus, the leader has a huge role and should focus on 
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the establishment of employee’s innovative behavior (Yuan and Woodman, 2010). According to 

Seppala (2016), to cultivate innovation behavior, a leader must inspire, embrace kindness, and pay 

attention to the issues related to the personal lives of employees, such as health, happiness, and 

welfare. 

Transformational leaders encourage employees to participate in work or organization solidarity, 

show commitment, developing their personal influence, and improve performance (Kroes, 2015). 

An employee who gets the support, inspiration, and guidance from his leader, will face more 

challenging work experience and learning, which he/she will be enjoying it as it will become more 

satisfying. In time, all of that will result in the high commitment of employees on the task and 

work (Tims et al., 2011). Innovation is influenced by motivation, organizational support, and the 

personality of the individual. Kroes (2015) stated that to improve innovative behavior, special 

attention is required on employees work engagement, namely employees who have favorable 

conditions in their heart, aligned with that in their mind driven by passion, dedication, and 

solemnity. Employees with good work engagement will provide more contributions, especially in 

generating ideas for the better development of the company and producing initiatives that will have 

an impact on innovation. 

A transformational leader can influence followers by linking their self-concept and ambition to the 

objectives of the organization. This will lead to followers becoming self – expressive that will in 

turn translate into the expression of greater willingness and commitment to contribute to overall 

organizational objectives. Transformational leadership is therefore a leadership style that generally 

enables employees to feel important and give out their best to the organization. Employees produce 

more creative work when they are supervised in a supportive, non-controlling manner. 

2.3.Empirical Review 

Several research studies have been conducted on the relationship between leaders’ behavior and 

employee’s innovation. Poppendick (2009) researched on direct and indirect effects of 

transformational leadership on innovative behavior. The study was quantitative in nature, and he 

used questionnaires to collect data from 71 respondents. The results of the analysis did not support 

the direct link between transformational leadership and innovative employee behavior but 

supported the moderator effect of affective commitment to the organization and the moderator 

effect of innovative climate between transformational leadership and innovative employee 
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behavior. Sajeet & Lalatendu (2019) researched on does meaningful work explains the relationship 

between transformational leadership and innovative work behavior? The study was conducted 

using two samples, executives of aero manufacturing plant and the steel manufacturing plant. The 

result from the analysis revealed that both samples confirm that transformational leadership 

significantly influences employee’s innovative work behavior. Also, the study (both Samples I and 

II) finds meaningful work to partially mediate the relationship between transformational leadership 

and employees’ innovation.  Dartey-Baah & Ampofo (2015) carried out a study to examine the 

influence of transformational and transactional leadership style on perceived job stress among 

Ghanaian banking employees. The study made use of structured questionnaires to collect 

quantitative data. The findings revealed a significant negative relationship between 

transformational leadership and job stress and a significant positive relationship between 

transactional leadership and job stress. Al Ahamad et al., (2019) also researched on the effect of 

transformational leadership on innovation: evidence from Lebanese Banks. The study employed 

the quantitative and explanatory analysis using the Structural equations modeling (SEM) with 

AMOS 20 to examine the relationship between Transformational Leadership and innovation. 

Research data were collected through a survey method. The sample result was determined by the 

probability stratified sampling technique of about 310 employees at 27 banks in Lebanon. The 

study finds that there is positive significant relationship between transformational leadership and 

innovation in the banking sector. Khan et al (2009) carried out a research study on transformational 

leadership and organizational innovation: moderated by organizational size. A purposive sample 

of 296 managers from the telecommunication sector of Pakistan participated in the study. The age 

range of managers was from 25 to 60 years with mean age of 42.5, (SD = 11.27) years. A 

hierarchical regression models demonstrated organizational size significantly moderating the 

relationship between all facets of transformational leadership was used.   

EYAMBA et.al (2020), conducted research on Effect of Transformational Leadership Style on 

Innovative Work Behavior of Employees. This study focuses on the effect of transformational 

leadership on innovative behavior of employees. The quantitative approach was used, and 

questionnaires were issued to employees of TV3 Network Limited, generating a dataset of 70 

respondents. The findings unearthed that there is a positive effect of transformational leadership 

on innovative work behavior of employees.  
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Idealized Influence and Innovative Work Behavior 

Li (2019) studied Influence of Transformational Leadership on Employees Innovative Work 

Behavior in Sustainable Organizations Test of Mediation and Moderation Processes in 281 

multinational organization employees in China.  The findings revealed that transformational 

leadership and work engagement were significantly related to innovative work behavior. The 

results also showed a significant moderating effect of empowerment on transformational 

leadership and innovative work behavior. For boosting employees’ innovative work behavior, 

leaders in the organization should strive to engage them effectively in their work by gaining their 

trust, which could help them participate in creative activities. This study shows us that Idealized 

influence of transformational leadership can stimulate employees Innovative work behavior.  

Abbas (2012) conducted a study on Relationship between Transformational Leadership Style and 

Innovative Work Behavior in Educational Institutions Results indicate that five elements of 

transformational leadership including idealize influence attributed, idealized influence behavior, 

inspirational motivation, intellectual stimulation, and individualized consideration are 

significantly correlated with four elements of innovative work behavior including idea promotion, 

idea generation, work commitment and idea implementation. 

Inspirational Motivation and Innovative Work Behavior 

Al-Shammari (2019) has made research on Transformational Leadership and Innovative Work 

Behavior in an IT Department of a Public Organization in the Kingdom of Bahrain. An online 

questionnaire hyperlink was sent to 127 randomly chosen employees. The completed and 

submitted questionnaires were 98, at a response rate of 77%. Results of the Spearman rank 

correlation tests indicated that there were significant relationships between transformational 

factors and employees’ innovative behavior, except for the idealized influence factor that showed 

no significant relationships. Furthermore, the study found significant relationships between 

innovative behaviors and employee demographic variables (gender and academic qualification). 

Victor et al. (2008) found a positive correlation between transformational leadership and 

organizational innovation and organizational performance in 164 Taiwanese pharmaceutical firms. 
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Intellectual Stimulation and Innovative Work Behavior 

Ogola et.al (2017) researched on The Influence of Intellectual Stimulation Leadership Behavior 

on Employee Performance in SMEs in Kenya. This study targeted the KPMG top 100 SMEs of 

2014 in Kenya. A correlational research design was employed to investigate the relationship 

between the independent variable and the dependent variable. The results showed that intellectual 

stimulation leadership behavior and Employee Performance in SMEs in Kenya had a strong 

positive and significant correlation and a positive and significant relationship. The study concluded 

that better employee performance is achieved when a leader encourages employees to think 

critically in dealing with problems that they encounter in the course of their work, use their own 

initiative, and seek innovative methods to approach their work and assignments.  

Thuan (2020) studied on Motivating follower creativity by offering intellectual stimulation. The 

research was conducted on employees of information technology sector in Vietnam. The research 

findings show that the study found a positive direct relationship between leader intellectual 

stimulation and follower creative performance. Moreover, the follower proactive personality 

moderated this direct relationship. Furthermore, the results illustrated that follower creative ability 

and job autonomy partially mediated the positive effect of leader intellectual stimulation on 

follower creativity. 

Individualized Consideration and Innovative Work Behavior  

Ogola (2017) conducted another research on The Influence of Individualized Consideration 

Leadership Behavior on Employee Performance in Small and Medium Enterprises in Kenya. 

Pearson’s correlation, multiple regression and chi-square techniques were used to analyze the data. 

The results showed that Individualized Consideration leadership behavior and Employee 

Performance in SMEs in Kenya had a strong positive and significant correlation, and a positive 

and significant relationship. The study concluded that high performance is achieved when the 

leader recognizes employees’ efforts, creates confidence, encourage self-development practices, 

effective communication as well as mentoring and coaching. 

2.4.Conceptual Framework 

The ability to continuously innovate and improve products, services and work processes is 

nowadays crucial for organizations. According to Trott (2008), innovation is critical for 
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organizations to identify the kind of innovation needed in new product development and 

continuous improvement.  

Innovative work behavior is a key in every organization that seeks to outperform its competitors. 

However, how leadership impacts and moulds the innovative work behavior of employees holds 

the promise of gaining a competitive edge. An important question for this study is how leadership 

may stimulate employees’ innovative work behavior. For this research, the concept of leadership 

will be construed as transformational leadership since it is the type of leadership mostly associated 

with stimulating creative thinking in followers or employees (Gumusluogu & Ilsev, 2009). 

Therefore, the researcher of this study investigates effects of Transformational Leadership on 

employee’s Innovative Work Behavior in Kifiya Financial Technology. The relationship between 

the two variables (TL and IWB) is studied based on the four elements of TL and the four processes 

of IWB (See Figure 2.1). 

 

Figure 2.1. The Relationship Between Transformational Leadership and Innovative Work 

Behavior (Source: Based on Literature Review) 

 

2.5. Hypothesis Development 

From the previous studies, the following hypotheses have been drawn: 

H1: There is a statistically positive and significant relation between idealized influence and 

employees’ innovative work behavior. 

H2: There is a statistically positive and significant relation between inspirational motivation 

and employees’ innovative work behavior. 

H3: There is a statistically positive and significant relation between intellectual stimulation 

and employees’ innovative work behavior. 
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H4: There is a statistically positive and significant relation between individualized 

consideration and employees’ innovative work behavior. 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

3.1.Research Design and approach   

The research design is explanatory type.  This method of research design helps the researcher to 

assess transformational leadership and innovative work behavior in Kifiya Financial Technology, 

as well as assessing the impacts on innovation and creativity of employees from TL perspective. 

The researcher found that the approach used in the study will be mixed approach. Quantitative 

approach will be used because the theory needs to be tested by examining the relationships between 

variables, and research needs to examine the effects and relationships between transformational 

leadership and innovative work behaviors. Qualitative approach will be used to explain findings 

like challenges of transformational leadership that are difficult to quantify and express through 

numbers. 

3.2.  Target Population  

The total population for this study is the employees of the nine different business streams of the 

company and their respective employees. A census method will be used to collect data. 

Table 3.1: Target population 

No. Business No of Staff 

1 Shega 47 

2 ShegaTravel 5 

3 ShegaMuya 4 

4 ShegaZenbil 6 

5 ShegaFre 8 

6 Che Mobility 8 

7 Tilla 4 

8 Qena 12 

9 MelaPay 8 

  Total 102 
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3.3.Source of Data  

In the process of conducting the research, both primary and secondary data are used. The primary 

data has been collected using structured questionnaires and interviews. Formal interviews were 

conducted to secure data related to the impact of transformational leadership on innovative work 

behavior in their respective fields and its impact on overall company performance.  Secondary data 

from literature has been collected to assess the global and domestic trends in digital payment 

service provision as well as identify the opportunities and challenges of digital payment services 

in Ethiopia.   

3.4.Data Collection Instrument 

Questionnaires were used to collect data from both from employees and Interview were used to 

collect data from the leaders of the different business streams.  

Innovative Work Behavior 

The innovative work behavior was defined as a multiple-stage process in which an individual 

recognizes a problem for which she or he generates new (novel or adopted) ideas and solutions, 

works to promote and build support for them, and produces an applicable prototype or model for 

the use and benefit of the organization or parts within it (Carmeli et al., 2006). A ten-item 

questionnaire on a five-point Likert scale was adapted from De Jong and Den Hartog (2010).  

Transformational Leadership 

The Transformational Leadership was defined as a process where leaders and their followers raise 

one another to higher levels of morality and motivation (Burns, 1978). An eleven-item 

questionnaire on a five-point Likert scale was adapted from Hoogh et al. (2004).  

The first section of the questionnaire shall contain questions to collect background information of 

the participant. The second part of the questionnaire emphasizes on questions to measure 

transformational leadership and innovative work behavior. 
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3.5.Data Collection Procedure  

The primary data is collected via questionnaires using self-administered drop and pick method. 

The interviews were conducted with few staff who are at managerial position. The respondents 

were selected randomly as the main objective of the interview was mainly to gain insights on the 

challenges of transformational leadership in the company. The interviews were recorded in paper 

which are later used to show the challenges of transformational leadership in the company. 

Responses of questionnaires have been captured in structured way in Microsoft Excel then 

exported to, the Statistical Package for the Social Sciences (SPSS) software for analysis. 

3.6.Reliability Analysis 

The Cronbach’s Alpha value is used to test the reliability, or internal consistency, of the scale items 

measuring each variable. The reliability measure coefficients reflect how well items in a set are 

positively correlated to each other. A Cronbach’s alpha value of 0.70 or above implies acceptable 

scale reliability (Cronbach, 1951). The items listed in the questionnaire are proper to measure the 

intended outcome of the research. Moreover, the measuring items in the questionnaire are free 

from bias as they are standard sets of criteria. 

 
Table 3.2. Reliability Statistics for Idealized Influence 

 
 

 

Cronbach's Alpha N of Items 

.871 3 
 

 
r>0.70= very strong reliability; 0.50 ≤ r < 0.70 = strong reliability; 0.20 ≤ r ≤ 0.50 = moderate 

reliability; 0.10 ≤ r ≤ 0.20 = weak reliability; r<0.10= none/negative reliability. 
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The Cronbach’s alpha value 0.871 indicates that the questions responded on the idealized influence 

show a very strong reliability because the alpha value exceeds 0.70. This result strengthens the 

concept that transformational leadership is practiced in the company.  

Table 3.3.: Reliability Statistics on Inspirational Motivation 

 

 

Cronbach's Alpha N of Items 

.789 3 

r>0.70= very strong reliability; 0.50 ≤ r < 0.70 = strong reliability; 0.20 ≤ r ≤ 0.50 = moderate 

reliability; 0.10 ≤ r ≤ 0.20 = weak reliability; r<0.10= none/negative reliability. 

The Cronbach’s alpha value 0.789 indicates that the questions responded on the inspirational 

motivation show a very strong reliability because the alpha value exceeds 0.70. This result 

strengthens the concept that transformational leadership is practiced in the company. 
 

Table 3.4.: Reliability Statistics on Intellectual Stimulation 

 

 

Cronbach's Alpha N of Items 

.832 2 

r>0.70= very strong reliability; 0.50 ≤ r < 0.70 = strong reliability; 0.20 ≤ r ≤ 0.50 = moderate 

reliability; 0.10 ≤ r ≤ 0.20 = weak reliability; r<0.10= none/negative reliability. 

The Cronbach’s alpha value 0.832 indicates that the questions responded on the intellectual 

stimulation show a very strong reliability because the alpha value exceeds 0.70. This result 

strengthens the concept that transformational leadership is practiced in the company. 

 
 

Table 3.5.: Reliability Statistics on Individualized Consideration 

 

Cronbach's Alpha N of Items 

.808 3 
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r>0.70= very strong reliability; 0.50 ≤ r < 0.70 = strong reliability; 0.20 ≤ r ≤ 0.50 = moderate 

reliability; 0.10 ≤ r ≤ 0.20 = weak reliability; r<0.10= none/negative reliability. 

The Cronbach’s alpha value 0.808 indicates that the questions responded on the individualized 

consideration show a very strong reliability because the alpha value exceeds 0.70. This result 

strengthens the concept that transformational leadership is practiced in the company. 

 

Table 3.6.: Reliability Statistics on Innovative Work Behavior 

Cronbach's Alpha N of Items 

.932 10 

r>0.70= very strong reliability; 0.50 ≤ r < 0.70 = strong reliability; 0.20 ≤ r ≤ 0.50 = moderate 

reliability; 0.10 ≤ r ≤ 0.20 = weak reliability; r<0.10= none/negative reliability. 

The Cronbach’s alpha value 0.932 indicates that the 10 items in the questionnaires which required 

the respondents’ opinion on innovative work behavior Kifiya Financial Technology show a very 

strong reliability because the alpha value exceeds 0.70. This shows that transformational 

leadership has a positive influence on employee creativity. 

Table 3.7. Reliability Statistics on Transformational Leadership and Innovative Work 
Behavior 

 

Cronbach's Alpha N of Items 

.836 5 

 
r>0.70= very strong reliability; 0.50 ≤ r < 0.70 = strong reliability; 0.20 ≤ r ≤ 0.50 = moderate 

reliability; 0.10 ≤ r ≤ 0.20 = weak reliability; r<0.10= none/negative reliability. 

The Cronbach’s alpha value 0.836 indicates that the questions responded by respondents on 4 

dimensions of Transformational Leadership and Innovative Work Behavior show a very strong 

reliability because the alpha value exceeds 0.70. This shows that transformational leadership has 

a positive influence on innovative work behavior if only TL attributes are taken as a major factor 

to influence innovative work behavior. 



 24  

 

3.7.Validity Analysis 

Questionnaire has been carefully designed to collect the desired response. The items in the 

questionnaire are developed based on standard instruments that have been used by different 

scholars who study similar research topic (De Jong and Den Hartog, 2010; Hoogh et al., 2004).  

Feedback has been gathered for clarity of a sentence and correctness of a language and grammar., 

and whether the designed instrument can fully assess the research topics prior to distributing the 

questioner. 

3.8.Data Analysis  

Both Qualitative and Quantitative analysis were used for data analysis. Descriptive and Inferential 

Statistics have been used to interpret the collected data. 

Recorded interviews were extracted and organized in writing in relation to the subject matter and 

were analyzed in a manner that is suitable for the specific area of research. 

To interpret the questionnaire responses statistical techniques like mean, standard deviation, are 

used. Moreover, Regression Analysis is used to determine the relationship between 

Transformational Leadership and Innovative Work Behavior. 

With respect to regression, a linear equation model was used which was:  

Y= C + B1X1 + B2X2 + B3X3 + B4X4 + E 

Where Y was the dependent variable (innovative work behavior),  

C was the constant 

B1 the coefficient of idealized influence,  

B2 the coefficient of inspirational motivation,  

B3 the coefficient of intellectual stimulation,  
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B4 the coefficient of individual consideration, 

X1 was idealized influence,  

X2 inspirational motivation,  

X3 the intellectual stimulation,  

X4 individual consideration, 

E was the error term. 
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CHAPTER FOUR 

DATA ANALYSIS AND RESULTS DISCUSSION 

4.1.Introduction 

This chapter presents and discusses the results of the collected secondary data. Based on the 

collected data, the correlation between transformational leadership style and employees 

innovative work behavior is presented. Different statistical analyses are shown and discussed 

to show key findings about the demographics of study participants and to answer the research 

questions.  

4.2.Response rate  

A total of 108 questionnaires were distributed to employees of Kifiya Financial Technology, 

out of which 102 were filled and returned for the researcher. 6 questionnaires were not collected 

due to unavailability of the intended staff. This gave a response rate of 94.44 percent.  

4.3.General information  

4.3.1. Gender of Respondents  

As shown below in table 4.1, from the total employees participated in the census, 55 (53.9 

percent) were male and the remaining 47 (46.1 percent) were female.    

Table 4.1. Gender of Respondents 

 Frequency Percent 

 Male 55 53.9 

Female 47 46.1 

Total 102 100.0 

Source: Own survey, June 2022 

4.3.2. Respondent Marital Status 

From the census participants, 37 (36.3 percent) of the respondents were married and 65 (63.7 

percent) were single. 
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Table 4.2. Marital Status 

 Frequency Percent 

 Married 37 36.3 

Single 65 63.7 

Total 102 100.0 

Source: Own survey, June 2022 

4.3.3. Respondents age  

As presented in summary Table 4.3 below, from the total 102 respondents at Kifiya; most of 

them i.e., 83 of them (81.4 percent) were between the age interval of 20-35 years, 16 (15.7 

percent) fall in the age group 36-45 years, and 3 (2.9 percent) of them are found in the age 

interval of 46 -60 years.  This indicates most of Kifiya employees are young and this helps the 

study to clearly see the effect of transformational leadership on employees’ innovative work 

behavior.  

Table 4.3. Age of Respondents 

 Frequency Percent 

 20 to 35 83 81.4 

36 to 45 16 15.7 

46 to 60 3 2.9 

Total 102 100.0 

Source: Own survey, June 2022 

4.3.4. Educational background of respondents  

As it is shown below in Table 4.4 education levels of the participant groups is varied. From the 

total number of the respondents for the study, 4.9 percent of them have a diploma, 68.6 percent 

is comprised of First-degree holders and 26.5 are having Master’s degree.   
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Table 4.4.  Respondents Education Status 

 Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

 Diploma 5 4.9 4.9 4.9 

Degree 70 68.6 68.6 73.5 

Postgraduate 27 26.5 26.5 100.0 

Total 102 100.0 100.0  

Source: Own Survey, June 2022 

  

4.3.5. Respondents Working Level  

As Table 4.4 depicts below, out of the 102 census respondents, 39 of them were leaders and 63 

of them were lower-level employees. As it can be seen in the table, from a total 102 respondents 

11 (10.8 percent) of them are higher level or senior management team, 28 (27.5 percent) of the 

respondents were middle level managers, and the remaining 63 (61.8 percent) of the 

respondents were lower-level employees. This implies the data gathered for this study were 

collected from the relevant levels of working structure as well as the different departments 

(business streams) of the company which the researcher believes that the data gathered from 

these different entities helps the research to reach the required outcomes of the study.     

Table 4.5. Working level of Respondents 

 

 Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

 Senior 

Management 

11 10.8 10.8 10.8 

Middle 

Management 

28 27.5 27.5 38.2 

Lower Level 63 61.8 61.8 100.0 

Total 102 100.0 100.0  

Source: Own Survey, June 2022 
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4.4.Descriptive Statistics for Transformational Leadership and Innovative Work 

Behavior  

The research was aimed at analyzing the effect of transformational leadership style on innovative 

work behavior of employees of Kifiya Financial Technology. Descriptive statistics analysis was 

performed for transformational leadership and innovative work behavior. 

4.4.1. Transformational Leadership 

Table 4.6. Descriptive Statistics on Idealized Influence 

 N Missing 
Mean 

Std. 
Deviation 

Does the manager talk with you about what is 
important to you? 

102 0 
3.03 1.067 

Does the manager give you the feeling of your 
importance in the work? 

102 0 3.26 .911 

Does the manager show you that he/she intends to 
be convinced of his/her ideas, beliefs and values? 

102 0 3.10 .917 

Total   3.13 .965 
 

Source: SPSS output based on Own Survey, June 2022 

0 = Not at all 1 = Once in a while 2 = Sometimes 3 = fairly often 4 = frequently, if not always 

As it can be seen in the above descriptive statistics table, the mean and standard deviation of 

idealized influence is higher which means that idealized influence has positive effect on innovative 

work behavior. A high Mean value indicates that most employees of Kifiya Financial technology 

responded that idealized influence is practiced in the company. The standard deviation measures 

how concentrated the data are around the mean; the more concentrated, the smaller the standard 

deviation value is. 
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Table 4.7. Descriptive Statistics on Inspirational Motivation 

 

 N Missing Mean Std. 
Deviation 

Does the manager have 
a vision and a picture of 
the future? 

102 0 3.34 .724 

Does the manager make 
you eager for his/her 
plans? 

102 0 3.12 .871 

Does the manager 
involve you in 
important work 
decisions? 

102 0 3.18 .883 

Total   3.21 0.826 
Source; SPSS Output based on own survey, June 2022 

0 = Not at all 1 = Once in a while 2 = Sometimes 3 = fairly often 4 = frequently, if not always 

As it can be seen in the above descriptive statistics table, the mean and standard deviation of 

inspirational motivation is high is which shows that inspirational motivation is practiced in Kifiya 

Financial Technology and has positive effect on innovative work behavior. 

Table. 4.8. Descriptive Statistics on Intellectual Stimulation 

 N Missing Mean Std. 
Deviation 

Does the manager 
encourage you to think 

in new ways about 
problems? 

102 0 3.26 .867 

Is he/she always 
looking for new 

opportunities for the 
organization? 

102 0 3.30 .830 

Total   3.28 .848 
Source; SPSS Output based on own survey, June 2022 

0 = Not at all 1 = Once in a while 2 = Sometimes 3 = fairly often 4 = frequently, if not always 



 31  

As it can be seen in the above descriptive statistics table, the mean and standard deviation of 

intellectual stimulation is high is which shows that inspirational motivation is practiced in the 

company and has positive effect on innovative work behavior.  

Table 4.9. Descriptive Statistics on Individualized Consideration 

 N Missing Mean Std. 
Deviation 

Does the manager 
encourage you to think 
independently? 

102 0 3.18 .948 

Does the manager 
encourage you to 
develop your talents? 

102 0 3.19 .864 

Does the manager 
delegate challenging 
responsibilities to you? 

102 0 3.23 .866 

Total   3.2 .892 
Source: SPSS Output based on own survey, June 2022 

0 = Not at all 1 = Once in a while 2 = Sometimes 3 = fairly often 4 = frequently, if not always 

As it can be seen in the above descriptive statistics table, the mean and standard deviation of 

idealized consideration is high which shows that inspirational motivation is practiced in the 

company. has positive effect on innovative work behavior. The standard deviation measures how 

concentrated the data are around the mean; the more concentrated, the smaller the standard 

deviation value is. 
 

Table 4.10. Descriptive Statistics on Transformational Leadership 

 N 

Mean 

Std. 

Deviation 

Aggregated Transformational Leadership 102 3.20 .886 

Source: SPSS Output based on own survey, June 2022 

0 = Not at all 1 = Once in a while 2 = Sometimes 3 = fairly often 4 = frequently, if not always 
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As it can be seen in the above descriptive statistics table, the mean and standard deviation of 

transformational leadership is which depicts transformational leadership is exercised in Kifiya 

Financial Technology. Although, transformational leadership is exercised in the company, during 

the interview, some managers provided feedback on the fact that there is no clear boundary 

observed on transformational or transactional leadership that has been exercised. Hence, there is 

no track or guidelines that facilitate the leadership practices performed in the company. 

 

4.4.2. Innovative Work Behavior 

Table 4.10. Descriptive Statistics on Innovative Work Behavior 

 N Mean Std. Deviation 

Do you often pay attention to issues that are not part of your 

daily work? 

102 2.96 1.004 

Do you often wonder how things can be improved? 102 3.27 .773 

Do you often search out new working methods, techniques and 

instruments? 

102 3.30 .793 

Do you often generate original solutions for products? 102 3.25 .805 

Do you often find new approaches to execute tasks? 102 3.30 .755 

Do you often make important organizational members 

enthusiastic for innovative ideas? 

102 3.14 .868 

Do you often attempt to convince people to support an 

innovative idea? 

102 3.24 .823 

Do you often systematically introduce innovative ideas into 

work practices? 

102 3.20 .833 

Do you often contribute to the implementation of new ideas? 102 3.29 .791 

Do you often put effort in the development of new things? 102 3.34 .790 

Source: SPSS Output based on own survey, June 2022 

0 = Not at all 1 = Once in a while 2 = Sometimes 3 = fairly often 4 = frequently, if not always 

The descriptive statistics above shows the mean value and average value that was chosen by the 

respondents and standard deviation shows how spread the values chosen by the respondents are 
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from the mean value with respect to each item in the questionnaires. For the first item in the 

questionnaire, “Do you often pay attention to issues that are not part of your daily work?”, mean 

value is 2.96 and a standard deviation is 1.004. This implies that on the average most of the 

subordinates often pay attention to issues that are not part of their daily work. This clearly shows 

that the employees are much concerned about other organizational activities as well as their tasks 

assigned to them. They provide attention to other activities that might affect their assigned tasks. 

With respect to the second question, “Do you often wonder how things can be improved?”, mean 

value is 3.27, and a standard deviation is 0.773. This implies that on the average most of the 

employees often wonder about how things can be improved. This indicates that the employees are 

concerned about wholistic organization success and are also concerned about the weaknesses or 

gaps in the organization or sub-systems which they are giving thoughts on how these weaknesses 

can get improved. With respect to the third item, “Do you often search out new working methods, 

techniques and instruments?”, mean value is 3.30 and a standard deviation is 0.793 which shows 

that employees of Kifiya look for solutions and alternative ways of doing things which in turn 

makes them innovative. With respect to the fourth item, “Do you often generate original solutions 

for products?”, mean value is 3.25, and a standard deviation is 0.805. This implies that on the 

average most of the employees often generate original solutions for products. With respect to fifth 

question, “Do you often find new approaches to execute tasks?”, mean value is 3.30, and a standard 

deviation is 0.755. This implies that on the average most of the employees often find new 

approaches to execute tasks. With respect to the sixth item, “Do you often make important 

organizational members enthusiastic for innovative ideas?”, mean value is 3.14, and a standard 

deviation is 0.868. This implies that on the average most of the employees often convince others 

to be encouraged to bring innovative ideas. With respect to the seventh item, “Do you often attempt 

to convince people to support an innovative idea?”, mean value is 3.24, and a standard deviation 

is 0.823. This implies that on the average most of the employees often attempt to convince people 

to support an innovative idea. With respect to the eighth item, “Do you often systematically 

introduce innovative ideas into work practices?”, mean value is 3.20, and a standard deviation is 

0.833. This implies that Kifiya staff not only think about new ideas but also introduce these ideas 

in to workplaces. With respect to the ninth item, “Do you often contribute to the implementation 

of new ideas?”, the mean value is 3.29, and a standard deviation is 0.791. This implies that on the 

average most of the employees often contribute to the implementation of new ideas. With respect 
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to the last item, “Do you often put effort in the development of new things?”, the mean value is 

3.34, and a standard deviation is 0.790. It can be said that the employees put in effort to develop 

new things for the betterment of the organization as well as themselves. This clearly shows there 

is competition and good reward system in the organization which allows employees to work hard 

and to be more innovative.  

4.4.3. Correlation between Transformational Leadership and Innovative 

Work Behavior 

Tables 4.11. Spearman rank correlation coefficients 
 

 

 

Idealized 

Influence 

Inspirational 

Motivation 

Intellectual 

Stimulation 

Individualized 

Consideration 

Innovative 

Work 

Behavior 

Spearman's 

rho 

Idealized 

Influence 

Correlation 

Coefficient 

1.000 .643** .558** .658** .754** 

Sig. (2-tailed) . .000 .000 .000 .000 

N 102 102 102 102 102 

Inspirational 

Motivation 

Correlation 

Coefficient 

.643** 1.000 .795** .787** .804** 

Sig. (2-tailed) .000 . .000 .000 .000 

N 102 102 102 102 102 

Intellectual 

Stimulation 

Correlation 

Coefficient 

.558** .795** 1.000 .735** .681** 

Sig. (2-tailed) .000 .000 . .000 .000 

N 102 102 102 102 102 

Individualized 

Consideration 

Correlation 

Coefficient 

.658** .787** .735** 1.000 .750** 

Sig. (2-tailed) .000 .000 .000 . .000 

N 102 102 102 102 102 

Innovative 

Work Behavior 

Correlation 

Coefficient 

.754** .804** .681** .750** 1.000 

Sig. (2-tailed) .000 .000 .000 .000 . 

N 102 102 102 102 102 

**. Correlation is significant at the 0.01 level (2-tailed). 
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As indicated in table 4.4.3.1 above, all factors of transformational leadership are positively 

correlated to innovative work behavior. 

4.5.Regression Analysis Results 

 

In order to achieve the objective of identifying the relationships and effects of individual 

consideration, idealized influence, intellectual stimulation and inspirational motivation on 

innovative work behavior, regression analysis was conducted. 

Table. 4.12. Model Summary 

Model 

 

R 

 

R Square 

 

Adjusted R 

Square 

 

Std. Error of the 

Estimate 

 

1 .878a .771 .761 3.17424 

a. Predictors: (Constant), Individualized Consideration, Idealized Influence, Intellectual 

Stimulation, Inspirational Motivation 

 

As indicated in Table 4.5.1 the regression statistics R-squared was 0.771. This means that 77.1% 

of the variations in the dependent variable are explained by the variations in the four independent 

variables. Thus, this is a good reflection of the true position that innovative work behavior is 

determined by the components of transformational leadership, which are individual consideration, 

idealized influence, intellectual stimulation and inspirational motivation. 

Table 4.5.1 depicts the relationships between transformational leadership style and innovative 

work behavior. Correlation coefficient value (R) shows the strength and direction of relationship 

between transformational leadership and innovative work behavior. The value 0.878 in table 4.5.1 

indicates that there is a strong positive relationship between transformational leadership style and 

innovative work behaviour. In a more comprehensive term, this means that an increase in the 

components of transformational leadership will lead to an increase in innovative work behavior.  
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Table 4.13. ANOVAa (Analysis of Variance) 

Model Sum of Squares Df Mean Square F Sig. 

 Regression 3288.225 4 822.056 81.587 .000b 

Residual 977.353 97 10.076   

Total 4265.578 101    

a. Dependent Variable: Innovative Work Behavior 

b. Predictors: (Constant), Individualized Consideration, Idealized Influence, Intellectual 

Stimulation, Inspirational Motivation 

 

Table 4.5.2 shows the Analysis of Variance (ANOVA) was used to determine whether the 

regression model was a statistically significant model. That is whether all the independent 

variables together can predict the dependent variable. From the ANOVA table, it can be seen that 

the regression model is a statistically significant model (F (4,97) =81.59, p-value< 0.05) since the 

significant value (p-value= 0.000) is less than the level of significance (0.05). This shows that all 

the independent variables together can statistically predict the dependent variable.  Since the 

combination of all the independent variables forms transformational leadership, it can be 

concluded that transformational leadership can statistically predict innovation work behavior.  

Table 4.14. Coefficientsa 

 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

T Sig. B Std. Error Beta 

 (Constant) 6.310 1.538  4.103 .000 

Idealized Influence 1.087 .181 .433 6.005 .000 

Inspirational Motivation 1.373 .293 .441 4.680 .000 

Intellectual Stimulation .128 .341 .031 .377 .707 

Individualized 

Consideration 

.178 .250 .063 .713 .478 

a. Dependent Variable: Innovative Work Behavior 
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Table 4.5.3 is a summary of the statistically significant effect of the components of 

transformational leadership style on innovative work behavior. 

From the above table, it can be identified that 1% increase in idealized influence will lead to 1.1% 

increase in innovative work behavior in the organization holding the other variables constant. Also 

1% increase in inspirational motivation will lead to 1.4% increase in innovative work behavior in 

the organization holding the other variables constant. Furthermore 1% increase in intellectual 

stimulation will lead to 0.13% increase in innovative work behavior in the organization holding 

the other variables constant. Finally, 1% increase in individual consideration will lead to 0.18% 

increase in innovative work behavior in the organization holding the other variables constant. 

Therefore, based on the positive effect of the components of transformational leadership on 

innovative work behavior, it can be concluded that there is a positive effect of transformational 

leadership on innovative work behavior in the Kifiya Financial Technology. Also, from the table 

4.5.3 the statistical significance of the components of transformational leadership style on 

innovative work behavior can also be identified. From the table there is a statistically significant 

relationship between the first two components of transformational leadership style and innovative 

work behavior. From the table the significant values of the determinants, idealized influence (p-

value= 0.000), and inspirational motivation (p-value= 0.000) are below the level of significance 

(0.05) while the significant value of intellectual stimulation (p-value= 0.707) and individual 

consideration (p-value= 0.478) is above the level of significant (0.05) showing that there is no 

significant relationship between intellectual stimulation and individualized consideration, and 

innovative work behavior in the organization. Several studies support the positive and significant 

correlation between idealized influence and innovative work behavior and inspirational motivation 

and innovative work behavior.  Eyamba (2020), Al-shammari (2019), Li (2020), and others 

revealed this positive and significant correlation. On the other hand, several research also support 

the insignificance of individualized consideration and intellectual stimulation on innovative work 

behavior. Saripin (2019) indicated that intellectual stimulation is not a significant factor for 

innovative work behavior. Rashid (2018) also indicated that individualized consideration is found 

to be insignificant on employees’ innovative work behavior. Al Ahmad (2019) also revealed that 

intellectual stimulation has insignificant influence on product and process innovation.   
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As Prabowo (2018) and Poppendick (2009) indicated, innovative behavior might have been 

influenced by other factors rather than transformational leadership. Before assessing possible 

directions for future research, it's far vital to place interest towards the constraints associated with 

this research. 

Lack of adequate knowledge and awareness on the different leadership styles and practices can be 

one reason for the poor significance between transformational leadership and innovative work 

behavior (Nori, 2017). During the interview with some managers, one key response provided was 

that there is lack of knowledge and awareness in relation to the impact of transformational 

leadership on innovative work behavior as well as on overall organizational success. This can be 

one reason for the insignificant relationship of these two dimensions with innovative behavior.  

4.6.Hypotheses Testing 

As indicated above, the research examined the effects of the four dimensions of transformational 

leadership on innovative work behavior. The research statistical findings revealed that there is a 

statistically positive and significant correlation between Idealized Influence and employees 

Innovative Work Behavior that supports H1. Inspirational motivation has statistically positive and 

significant relations with employees’ Innovative Work Behavior which confirms the support of 

H2. Thirdly, it is tested that Intellectual Stimulation has positive but insignificant relationship with 

innovative work behavior that tells H3 is partially supported. Finally, the research findings 

revealed that there is a positive and insignificant correlation between Intellectual Stimulation and 

employees’ Innovative Work Behavior that leads to partial support of H4. 

 

4.7.Challenges Underlying Transformational Leadership and Innovative Work 

Behavior 

 

Finally, the researcher interviewed some of the managers of Kifiya Financial Technology in order 

to get their opinion about transformational leadership, its relationship with innovative work 

behavior, and the challenges associated to implementing it.  

Most of the respondents responded that they are aware of the concept of transformational 

leadership but not much aware of the four major factors of transformational leadership.  
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These managers were asked if Kifiya Financial Technology has implemented transformational 

leadership style for which most of them responded that they believe Kifiya Financial Technology 

is practicing it. The issue most of these interviewees raised is that there is no clear boundary to 

conclude that the company has implemented transformational leadership style. Even some of them 

explained their opinion that transformational leadership can be a very helpful instrument in 

boosting up employees’ innovative behavior. However, with current environmental challenges and 

barriers of the industry, organizations should not simply discourage transactional leadership, rather 

better to consider employees psychological empowerment into account to ensure organizational 

success.  As McCan (2019) indicates in page 89, the effects of leadership styles on innovative work 

behavior and the role of locus of control 

Finally, these managers were asked what challenges are faced in the leadership style of the 

company. Most of them responded that there is no clear roadmap or guideline to implement 

transformational leadership. Massive awareness and knowledge transfer must be conducted in 

order to gain the benefits of transformational leadership at a country level. 
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CHAPTER FIVE 

SUMMARY, CONCLUSION AND RECOMMENDATION 

5.1. Summary 

 

As stated in the Chapter One part of this research paper, the main objective of this research is to 

examine the effect of transformational leadership on employees’ innovative work behavior in 

Kifiya Financial Technology. After analyzing the data gathered through structured questionnaires, 

the following major findings are summarized below: 

- The mean and standard Deviation show that the four dimensions of Transformational 

Leadership are practiced in Kifiya Financial Technology 

- The mean and standard deviation show that there is employees’ innovative work behavior 

in the company 

- The Spearman correlation shows there is correlation between the four dimensions of 

transformational leadership and innovative work behavior in the company 

- Regression analysis, the regression statistics R-squared -0.771 and Correlation coefficient 

value (R) - 0.878, show that innovative work behavior is highly determined by the 

components of transformational leadership, which are individual consideration, idealized 

influence, intellectual stimulation and inspirational motivation in the company 

- Idealized Influence is positively and significantly correlated with innovative work behavior 

with p-value < 0.05 

- Inspirational motivation is positively and significantly correlated with innovative work 

behavior with p-value < 0.05 

- Intellectual Stimulation is positively and insignificantly correlated with innovative work 

behavior with p-value .707 

- Individualized Consideration is positively and insignificantly correlated with innovative 

work behavior with p-value .478 
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5.2. Conclusion  

This study was initiated to assess transformational leadership practice and investigate the effect of 

transformational leadership style on innovative work behavior. Through the process of primary 

and secondary data collection, the study was meant to determine the effects of the components of 

transformational leadership on innovative work behavior. The research design was primarily 

quantitative with small portion of qualitative analysis to have an insight on the challenges of 

transformational leadership. The primary instrument used in the collection of data was an adopted 

questionnaire which was self-administered to the employees of Kifiya Financial Technology. 

The study revealed some transformational leadership activities performed by the supervisors in 

Kifiya Financial Technology in relation to the four components of transformational leadership 

style. The supervisors make others feel good to be around them, they express themselves in few 

simple words what subordinates should do, enable others to think about old problems in new ways, 

helps others develop themselves, provide others with new ways of looking a puzzling thing, help 

others find meaning in their work and give personal attention to subordinates who feel rejected. 

The study also shows that there are some innovative work behaviors practiced by the employees 

and they include paying attention to issues that are not part of their daily work, wondering how 

things can be improved, searching out new working methods, techniques or instruments. 

Furthermore, the employees find new approaches to execute tasks, attempt to convince people to 

support an innovative idea and they put effort in the development of new things.  

The findings of the study indicated that there is a positive relationship between the components of 

transformational leadership style and innovative work behavior. The study also revealed that there 

is a significant relationship between idealized influence and inspirational motivation, and 

innovative work behavior but no significant relationship between intellectual stimulation and 

individualized consideration, and innovative work behavior.  
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5.3. Recommendations 

The research study is not without limitations. The survey only addressed a single private company 

in Ethiopia. The topic is a very wide concept that has no similar and commonly acceptable findings. 

Based on the research findings revealed in this research paper and the results of other studies, this 

topic should be studied in a wider and more detailed manner. Though a lot of studies indicated the 

direct relationship and impact of transactional leadership factors on innovative work behavior, 

there also studies like Poppendick (2009) that show there is no direct link between transformational 

leadership and innovative work behavior. As it can be observed in findings of this research paper, 

results of studies in this area are different. This shows that the area of interest needs further research 

to come up with common and acceptable results. The researcher of this paper believes that there 

is no doubt about the fact that all the four dimensions of transformational leadership have 

significant relationship with innovative work behavior across all sectors and boundaries.  As a 

recommendation, future research on similar topic should be conducted on the partially supported 

hypotheses that are revealed in this paper, but with larger organizations within the national and 

international context to generalize the results.  

The researcher suggests that the leadership of Kifiya Financial Technology need to pay more 

attention on implementing transformational leadership for the company’s sustained business. Clear 

guidelines and instructions shall be articulated that will facilitate the implementation and practice 

of transformational leadership which in turn enhances employees’ innovative work behavior that 

will make the company stand out in the current turbulent competitive business environment. 

Further, in future investigations, researchers who study the effect of transformational leadership 

on innovative work behavior should use data from larger organizations serving in diverse sectors 

(banking, healthcare, telecommunication, manufacturing, hospitality, and information technology) 

to contrast the current findings. It is very difficult to research why one variable is independent over 

the other variable. Since there is no evidence that shows the causal relation among variables, it is 

very difficult to conclude research finding. For example, subordinates who have greater 

relationship with their leader can respond on the transformational management traits positively 

with high value response. The researcher of this paper advises that this problem may be minimized 

by the gathering longitudinal data at different time and context as well as gathering data about 

related factors like job satisfaction and other psycho-metric parameters that may offer greater 
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relevant findings.  The quantitative data that was used in this research can reveal the relationship 

between different variables but cannot explain why such an association exists as perceptions of the 

different variables depend on human thoughts.  Sometimes moderating factors like job satisfaction 

and work engagement are required to analyse the impact of transformational leadership on 

innovative work behavior (Prabowo, 2018). Moreover, extensive qualitative data can be used in 

future studies to find out such a relationship and minimize the biasedness that may occur. 

Subsequently, the mixed method (qualitative and quantitative data) can bring a broader 

examination of transformational leadership and employees’ innovative work.  

Finally, the researcher of this paper would like to recommend that awareness and knowledge 

sharing are key factors  
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Annex I: Questionnaire   

Dear respondent,  

The purpose of this questionnaire is to gather information about the relationship between 

transformational leadership style and employees innovative work behavior in Kifiya Financial 

Technology. The collected data will be utilized as a primary data in the study which I am 

conducting as a partial fulfillment of the requirement for the successful completion of the master’s 

degree in Business Leadership.  

Please spare few minutes of your time and respond to the questionnaires below as honestly as you 

can. The information provided by you will be for academic purposes only and will be treated as 

private and confidential.  

Your genuine and timely responses are quite vital to determine the success of this study. So, I 

kindly request your contribution in filling the questionnaire below.  

Instruction:  

• No need of writing name.  

• Kindly answer the following questions by ticking the appropriate box or provide your 

answer or suggestion /comments whenever appropriate.  

• Please respond as accurately as possible and at your earliest possible time  

  

Thank you for your commitment &cooperation in advance.  

Binyam Solomon  

Email: Binyam.solomon@gmail.com  

Mob: +251 911 10 46 77 
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Section A. Personal Information (Leaders and Employees)  

1. Gender                   Male                                            Female        

2. Age  

20 to 35 years  

36 to 45 years  

46 to 60 years  

Above 60 years   

3. What is your marital status?  

   Married   

   Single  

   Divorce    

4. What is your highest level of education?   

High School complete  

College Diploma or equivalent    

Undergraduate Degree   

Postgraduate Degree   

Doctorate and above   

Other (please specify) __________________________________________  

5. Which Business stream you are currently working? 

____________________________  

6. In which Unit/level are you working currently?  

Higher level Senior Management                 … 
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Middle level (Unit heads, Mgrs.)                     …  

Lower level (Coordinators & below)            ….  

  

  

7. How long did you work for Kifiya?  

1-5 Years  

6-10 Years   

11-15 Years  

Above 15 Years     

  

8. How long have you been working on the current position? :-  

_____________ years  

9. How long have you worked with your current leader? __________________years.  

10. How long is your previous work experience on the same position? (_____________years  
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Section B: Transformational Leadership (TL) Survey  

This questionnaire is designed to help you to describe your company’s leadership style as you 

perceive it. Please answer items below by entering a number from 0 to 4 that best reflects your 

perception. Judge how frequently each statement fits your view. The word "others" meant for your 

peers, clients, direct reports, supervisors, and/or all of these individuals. If you are unsure or do 

not know the answer, leave the answer blank. Whatever information you give me is strictly 

confidential and could be used for academic purpose only. Use the below rating scale.  

  

S.  

No  

Questionnaire for TL  Not  

at all  

  

Once in 

a while  

Sometimes 

  

Fairly  

Often  

  

Frequently, 

if not 

always  

  

0  1  2  3  4  

 Idealized Influence      

1  Does the manager talk with you about what is 

important to you? 

          

2  Does the manager give you the feeling of your 

importance in the work? 

          

3  Does the manager show you that he/she intends to be 

convinced of his/her ideas, beliefs and values? 

          

 Inspirational Motivation      

4  Does the manager have a vision and a picture of the 

future? 

          

5  Does the manager make you eager for his/her plans?           

6  Does the manager involve you in important work 

decisions? 

          

 Intellectual Stimulation      
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7  Does the manager encourage you to think in new 

ways about problems? 

          

8  Is he/she always looking for new opportunities for 

the organization? 

          

 Individualized Consideration      

9  Does the manager encourage you to think 

independently?  

          

10  Does the manager encourage you to develop your 

talents? 

          

11  Does the manager delegate challenging 

responsibilities to you? 

          

 Source: Adapted from Hoogh et al. (2004).  

 

Any comments   

______________________________________________________________________________

_______ 

______________________________________________________________________________

_______ _______________________________________________  
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Section C: Innovative Work Behavior (IWB) Survey   

Please indicate the extent of your agreement or disagreement with each statement as objectively 

as you can by circling a number from 0 to 4. Whatever information you give me is strictly 

confidential and could be used for academic purpose only, so please respond honestly. Use the 

following rating scale.  

  

  

S.  

No  

Questionnaire IWB  Not at 

all  

  

Once in a 

while 

Sometimes  

  

Fairly  

Often  

  

Freque

ntly, if 

not 

always 

 

0  1  2  3  4   

 Idea Exploration       

1  Do you often pay attention to issues that are 

not part of your daily work?  

           

2  Do you often wonder how things can be 

improved? 

           

 Idea Generation       

3  Do you often search out new working 

methods, techniques and instruments? 

           

4  Do you often generate original solutions for 

products?  

           

5  Do you often find new approaches to 

execute tasks? 

           

 Idea Championing       
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6  Do you often make important 

organizational members enthusiastic for 

innovative ideas? 

           

7  Do you often attempt to convince people to 

support an innovative idea? 

           

 Idea Implementation       

8  Do you often systematically introduce 

innovative ideas into work practices?  

           

9  Do you often contribute to the 

implementation of new ideas? 

           

10  Do you often put effort in the development 

of new things? 

           

Source: Adapted from De Jong and Den Hartog (2010). 

  

Any comments   

______________________________________________________________________________

__________________ _______________________________________________  
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 Annex II: Interview Questions for Managers 

  

I. General information/Background information 

1. What is your position? 

2. How long have you been serving Kifiya? 

3. What style of leadership does your company follow? 

II. Effects of transformational Leadership on Organizational innovation 

1. How do you explain transformational Leadership? 

2. Do you think transformational leadership has an impact on organizational Innovation? 

3. What are the effects of Transformational Leadership & employees innovative work 

behavior? 

4. Is there an internal study conducted before about the relationship or impact of 

transformational leadership & Organizational Innovation? 

5. Are there any potential challenges in practicing the leadership style? 

6. What are the causes of the potential challenges underlying the transformational 

leadership style? 

 

 

 

 

 

 

 

 


