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EFFECTS OF LEADERSHIP STYLES ON IWB: THE ROLE OF LOC

Abstract

The aim of the following thesis is to examine the role of locus of control (LOC) in the
relationship between two leadership styles (transformational and transactional) and
innovative work behavior (IWB). Based on the literature review and available theory, the
thesis suggests moderation effects of internal LOC in the relationship between
transformational leadership and IWB, as well as moderation effects of external LOC in the
relationship between transactional leadership style and IWB. The empirical research was
carried out with sample of 106 employees of the largest aircraft maintenance (MRO)
company in the Baltic States, which is currently undergoing process innovation (LEAN
manufacturing) implementation. Based on results of correlation and multiple regression
statistical analysis, the role of locus of control as a moderator was not confirmed. The results
of statistical analysis illustrate that LOC shows correlation with leadership styles, however,
does not show any correlation with IWB. The thesis also presents evidence of dual control —
ability of individuals to possess both internal and external LOC simultaneously. The
recommendations derived from the results suggest the importance of applying both
transformational and transactional leadership styles’ practices in the cooperation with
subordinates, by taking into account the personal differences of employees with respect to
locus of control. Both leadership styles contain practices that positively affect innovative
behavior of employees, therefore, it is important for leaders to combine these practices in

their behavior in order to foster IWB among followers.

Keywords: Innovative Work Behavior, Transformational leadership, Transactional

leadership, Locus of Control, Intrinsic and Extrinsic Motivation, Moderation
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Introduction

In today’s world, the ability to innovate already became crucial for both businesses
and societies, as it helps to develop competitive advantage (Pieterse et al., 2009; Oseebaar,
2012) and achieve important performance outcomes (Yuan & Woodman, 2010, as cited in
Kroes, 2015). In the managerial world, companies acknowledge the fact that overall
organizational innovation highly depends on enhancement of individual employee Innovative
Work Behavior (IWB), thus, the ways and possibilities of development of such behavior in
workplace still remains a major topic among both practitioners and scholars (De Jong & Den
Hartog, 2010).

According to Jung, Chow & Wu (2003), leadership in particular is considered as one
of the most important factors affecting employee’s creativity and innovative performance.
Specifically, two leadership styles — transformational and transactional — have attracted
significant amount of scholar’s attention over the past decade in terms of their impact on
IWB. The vast majority of findings (Jung, Chow & Wu, 2003; Gumusluoglu & llsev, 2009;
Sharifirad, 2013; Tahsildari, Hashim & Normeza, 2014; Iscan, Ersari & Naktiyok, 2014;
Kroes, 2015) have shown that transformational leadership proves to have a strong positive
impact on innovative work behavior and organizational innovation, while transactional
leadership is expected to have a negative effect (Lee, 2008; as cited in Ossebaar, 2012). In
the past, transactional leadership was believed to be a bipolar concept to transformational
leadership (Burns, 1978), however, later on, a different approach was raised which implied
that exclusively applying transformational leadership in the relationship between leaders and
apprentices might not be as effective, as applying combination of the two leadership styles
(Bass, Avolio, & Goodheim, 1987, as cited in Lowe, Kroeck & Sivasubramaniam, 1996).

Despite a negative tendency for transactional leadership, there are some studies

implying that effects of this leadership style on IWB are still under-explored. Iscan, Ersari,
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and Naktiyok (2014) have identified transactional leadership as having a positive, however,
less significant impact on organizational performance and innovation than transformational
leadership; Si & Wei (2011) (as cited in Ossebaar, 2012) concluded that transactional
leadership has positive effects on employee creativity when a high empowering climate is
present; as well as study of Khan, Aslam & Riaz (2012) showed a direct positive relationship
between transactional leadership and IWB. Hence, it is possible to hypothesize that there are
additional factors and specific circumstances that influence the relationship between
transactional leadership and employee innovativeness (Ossebaar, 2012). This way, there is
still some room for further research with respect to factors which could enhance employee’s
innovative work behavior not just from transformational leadership’s perspective, but also
from transactional leadership’s side.

According to original behavioral patterns raised by Bass (1985) and several
independent scholar’s findings, one of the main differences of the two previously mentioned
leadership styles is their connection to specific types of motivation — to be precise,
transformational leadership highly affects intrinsic employee motivation (Barbuto Jr, 2005;
Goodridge, 2006; Gumusluoglu & llsev, 2009), while transactional leadership is associated
with extrinsic motivation (e.g. contingent rewards) (Bass, 1985; Odumeru & Ifeanyi, 2013).
Based on Baron & Ganz (1972) study (as cited in Deci & Ryan, 1985), both intrinsic and
extrinsic motivation types tend to have different effects for individuals based on their locus of
control (LOC). An individual with external locus of control believes that events, results and
outcomes depend on the forces beyond his control, such as fate, luck or chance (Noureen &
Nisa Awan, 2011), whereas an individual with internal locus of control is confident that
influence over outcomes depends solely on his own behavior, skills and knowledge
(Babalola, 2009). Miller, Kets de Vries and Touhouse (1982) (as cited in Wheatley, Anthony

and Maddox, 1988) stated that individuals with internal locus of control are more likely to be
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engaged in innovation than their counterparts who exhibit external locus of control. Since the
majority of organizations (especially large enterprises that seek enhancement of IWB level)
employ both external and internal locus of control possessing employees, a question can be
raised whether it is possible to enhance IWB of individuals with external locus of control and
what factors can possibly trigger the enhancement?

Taking into account previously mentioned connections between [LEADERSHIP and
MOTIVATION] and, respectfully, [MOTIVATION and LOCUS OF CONTROL], there is a
possibility to hypothesize that there might be a specific [LEADERHIP - LOCUS OF
CONTROL] connection, that can lead to possibility of maximizing the overall IWB level in
the organization by applying, for instance, different leadership styles towards different
employee groups based on their type of locus of control. Since individuals with external locus
of control tend to show more productive behavior when they are led by extrinsic motivation
(Baron & Ganz, 1972; as cited in Deci & Ryan, 1985), it is possible to hypothesize that
applying transactional leadership (which is theoretically associated with extrinsic motivation)
can enhance their innovative work behavior, and similarly with transformational leadership —
individuals with internal locus of control might exert stronger IWB under transformational
leadership, which is associated with intrinsic motivation.

This way, the major research question that the thesis will address is formulated as
follows: what is the role of locus of control in the relationship between transformational and
transactional leadership styles and innovative work behavior?

Hence, the aim of the thesis is to test the LOC construct as a moderator in the
relationship between transformational and transactional leadership and innovative work
behavior, and identify whether individuals with different types of LOC would require specific
leadership styles in order to increase the level of their Innovative Work Behavior (IWB). In

this study, it is hypothesized that external locus of control moderates the relationship between
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transactional leadership and IWB, while internal locus of control moderates the relationship
between transformational leadership and IWB.
In order to accomplish the aim, the following objectives are set:

1. To analyze transformational and transactional leadership styles, locus of control,
innovative work behavior conceptualizations, and provide theoretical grounding for
these concepts’ linkages.

2. To design the conceptual model with relevant hypotheses that illustrates the proposed
role of locus of control in the link between leadership styles and IWB.

3. Empirically evaluate the role of locus of control as a moderator in the linkage between
leadership styles and IWB by conducting quantitative research.

4. Discuss scientific and practical implications of research findings and provide

recommendations for further research.

In order to test the hypotheses raised in the thesis, a quantitative research was carried
out by applying a survey method within the largest aircraft maintenance (MRO) company in
the Baltic States, which is currently undergoing process innovation (LEAN manufacturing)
implementation.

The reason why this research can be useful and unique in both theoretical and
practical terms is that study takes into account personal differences of employees (i.e.
applying locus of control as a moderator) when analyzing the effects of transformational and
transactional leadership styles on IWB. The research also has managerial implications, as the
results provide some useful insights for organizations with diversified talent pool, which aim
for maximization of the overall level of innovative work behavior.

The first chapter of the thesis presents the literature review that covers theoretical
definitions of IWB, transformational and transactional leadership styles and LOC concepts,

as well as their linkage between each other. Also, this section explains the role of intrinsic

10
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and extrinsic motivation, which serves as a connecting variable between leadership and LOC.
The analysis is based on review of academic literature and scientific articles as well as
discussion of previous research findings with respect to listed concepts. The chapter is
finalized by formulation of major research question of the thesis.

The second chapter covers the research methodology explanation, presentation of the
conceptual model and major hypotheses, as well as justification for selected research design
and data analysis methods.

The third chapter presents empirical research findings, based on collected primary
data. In this section, testing of the proposed hypotheses is carried out and an answer to the
research question is provided.

In the fourth chapter of the thesis, the research findings are discussed with respect to
previous scholar’s contributions. The section covers theoretical and practical implications of
the discovered results. At the end of the chapter, limitations of the study the

recommendations for further research are provided.
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Literature Review

The aim of this section is to examine theoretical foundation for the proposed role of
locus of control in the relationship between transformational and transactional leadership and
innovative work behavior. Currently, there is a significant amount of studies available on the
effects of transformational leadership on IWB, some of which also incorporate transactional
style as an object for comparison. The majority of scholars point out the presence of specific
moderators that influence [LEADERSHIP — IWB] relationship. Based on the fact that
transactional leadership shows quite inconsistent results on its relationship with IWB, it is
possible to conclude that its” “‘sometimes positive, sometimes negative” effect might depend
on certain conditions, such as presence of specific moderator variables.

From internal perspective, both types of leadership seem to show specific connection
with intrinsic and extrinsic types of motivation. Interestingly, the same connection is
observed with locus of control — several studies indicate that internal LOC is associated with
intrinsic motivation, whereas external LOC is related to extrinsic type of motivation. Taking
into account similar connection with motivation, there is a possibility to raise a hypothesis
that there is a relationship between internal LOC and transformational leadership and,
respectfully, external LOC and transactional leadership. For this reason, the major research
question is to find out the role of LOC in the [Transformational Leadership — IWB] and
[Transactional leadership — IWB] relationships and check the possibility of LOC construct
being a potential moderator in the linkage.

With the goal of preparing a proper background for the research, it is important to
analyze the constructs from theoretical perspective and explore their linkages between each
other. In order to make the analysis consistent, the section is divided into three parts —

“Concept definition”, “Construct relationship analysis” and “Research problem”.
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The focus of the first sub-section is on definition of concepts of innovative work
behavior, transformational and transactional leadership styles and locus of control. This part
covers theoretical definitions and dimensions of each concept based on both classic theories
of original authors and modern scholar’s insights.

The second sub-section focuses on theoretical grounding for the linkages between
previously discussed concepts. This part also presents the evidence of specific relationship
between transformational and transactional leadership styles with LOC through connecting
elements — intrinsic and extrinsic motivation. This part is primarily based on overview of
findings described in prior empirical studies and theoretical articles.

The last sub-section is finalized by identification of the research gap in the current
literature and formulation of the major research question of the thesis.

Concept definition

Innovative Work Behavior

The field of innovative work behavior and organizational innovation has been
attracting significant attention from both practitioner and theorist side for the last two decades
(Tahsildari, Hashim & Normeza Wan, 2014). Competitive business environment has created
conditions such that modern companies cannot survive without incorporating at least some
degree of innovation in their operations or product development. According to Cainelli et al.
(2004) (as cited in Tahsildari et al. 2014), innovating firms tend to have higher levels of
productivity and economic growth comparing to zero-innovating companies. As birth of new
ideas primarily happens in the minds of individuals (Mumford, 2000; as cited in Den Hartog
& De Jong, 2010), the majority of firms indicate that main source of innovation is related to

none other element than company’s employees and their behavior (Dorner, 2012).
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Definition

Since currently there is no one-agreed-upon characterization of innovative work
behavior (IWB) concept, several different definitions are present in the literature.

According to De Spiegelaere, Van Gyes and Van Hootegem (2014), the most widely
used definition of IWB concept was developed by West & Farr (1989), who state that
innovative work behavior represents actions of individuals that involve ”intentional
introduction and application (within individual, group or organization) of ideas, processes,
products or procedures which are relevant to the new unit of adoption, designed to
significantly benefit the individual, the group, organization or wider society (p.9)”.
Eventually, this definition was adapted by other scholars, including Farr & Ford (1990) and
Jannsen (2000), who also refer to creation and application of new ideas as the key element of
IWB.

As literature indicates, in the past, concept of innovative work behavior was
associated solely with creativity and generation of new ideas (De Jong & Den Hartog, 2010).
However, eventually, it was determined that individual creativity does not necessarily lead to
innovativeness (Miron, Erez & Naveh, 2004; as cited in Dorner, 2012). Modern scholars
imply that IWB represents a more complex set of behavioral patterns that involves both
generation and implementation of creative ideas in practice (Khan, Aslam & Riaz, 2012;
Tahsildari, et al., 2014). Scott & Bruce (1994) describe IWB as a product of four interacting
elements - individual, leader, work group and climate for innovation. Possible practical
examples of IWB include development of new corporate strategies, application of untried
technologies, proposition of new working methods and delegation of resources to implement

innovations (Kheng, Mahmood & Beris, 2013).
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Table 1. Definition of Innovative Work Behavior by different authors

Application in the literature by

Authors Definition different scholars
“Intentional introduction and : ‘éa:un\f:rr; (3/(; %OI)En en. Vinkenbur
application (within individual, group & Wilso’n—Evereg (2b08) g
or organization) of ideas, processes, | _ Babalola (2009)
West & products or procedures which are )
- : = Dorner (2012)

Farr (1989) | relevant to the new unit of adoption, | _ Kheng, June & Mahmood (2013)
designed to significantly benefitthe | _ Kheng’ Mahmood & Beris (2013)
individual, the group, organization or | _ De Sp?ilegelaere Van Gyes and
wider society.” (p-9) Van Hootegem (2014)

“An individual behavior that aims to
achieve the initiation and intentional
Farrand | introduction (within a work role, De Jong & Den Hartog (2010)

Ford (1990)

group or organization) of new and
useful ideas, processes, products and
procedures.”(p.63)

Sharifirad (2013)
Kroes (2015)

“We viewed individual innovative

Reuvers, van Engen, Vinkenburg
& Wilson—Evered (2008)

Scott & behavior as an outcome of four = Pieterse, Van Knippenberg &
Bruce interacting systems — individual, Stam (2009)
(1994) leader, work group and climate for = Khan, Aslam & Riaz (2012)
innovation.” (p.582) = Tahsildari, Hashim & Wan
Normeza (2014)
= Ramamoorthy, Flood, Slattery &
Sardessai (2005)
« . = Reuvers, Van Engen, Vinkenburg
“TWB is defined here as the & Wilson—Evered (2008)
intentional creation, introduction and
S ! s = QOukes (2010)
Jannsen application of new ideas within a = Khan, Aslam & Riaz (2012)
(2000) work role, group or organization, in D '
. = De Spiegelaere, Van Gyes and
order to benefit role performance, the v
T an Hootegem (2014)
group, or the organization.” (p.288) = Tahsildari, Hashim & Normeza
Wan (2014)
=  Kaur & Gupta (2016)
“By engaging in innovative
Oukes behaviors employees, develop, carry, | N/A
(2010) react to and modify ideas that would
otherwise not be developed.” (p.14)
Khan, “IWB is a dynamic and a complex
Aslam & | phenomenon that also encompasses | = N/A
Riaz (2012) | creativity.” (p.17)
“An employee’s action directed at
Kheng, the generation, application and
June & implementation of novelty ideas, . N/A
Mahmood | products, processes and methods to
(2013) his or her job position, departmental

unit or organization.” (p.49)

Source: prepared by author based on literature review
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After comparing several definitions of IWB (see Table 1), it is possible to observe the
presence of common elements and translation of the same idea by different authors that IWB
addresses both creation and application of new ideas, products, processes or procedures. All
mentioned definitions directly or indirectly originate from West and Farr’s (1989) work,
including the one developed by Jannsen (2000), who is also often cited by scholars in the

literature. This way, based on West & Farr’s (1989) widely accepted definition, in this

thesis, IWB concept is defined as individual behavior that involves intentional introduction
and implementation of new ideas, products, processes or procedures, which incorporate
certain benefit to the individual, group, organization and wider society.

Dimensions

The majority of scholars agree on the fact that IWB represents a multi-stage process,
thus, current body of knowledge distinguishes several dimensions that are linked precisely to
different stages of the innovation process (Den Hartog & De Jong, 2010). However, the
number of proposed dimensions can vary with respect to different authors (see Table 2).

Table 2. Dimensions of Innovative Work Behavior by different authors

Authors Dimensions of IWB Application in the literature by different scholars
Kanter : IC(:jc?:I ?[?c?r?ﬁjlicl)ging = Scott & Bruce (1994)
(1988) (p. o = De Jong & Den Hartog (2010)
173) | Idearealization = Kheng, June & Mahmood (2013)

= Transfer / diffusion '

Scott g | * Problem recognition/ : Eiege:selz, \/Zagolgnippenberg & Stam (2009)

Bruce Idea generation Da alola (2009)
= Coalition building = DeJong & Den ngtog (2010)

(1994) |, Implementation of » Khan, Aslam & Riaz (2012)

(p.581-582) : : = Tahsildari, Hashim & Normeza Wan (2014)
innovation

= Idea generation = Ramamoorthy, Flood, Slattery & Sardessai

Jannsen | Idea promotion (2005) . .

(2000) = Idea realization = Reuvers, van Engen, Vinkenburg & Wilson—

Evered (2008)
DeJong & | = Opportunity
Den exploration = Qukes (2010)

Hartog = Idea generation = Sharifirad (2013)

(2010) = |dea championing = Kroes (2015)
= |dea implementation

Source: prepared by author based on literature review
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Earlier works of Kanter (1988) describe IWB as a four-dimensional process,
consisting of idea generation, coalition building, idea realization and diffusion of innovation.
Comparing to the predecessor, Scott & Bruce (1994) distinguish three separate elements -
problem recognition and generation of ideas, coalition building, and implementation of
innovation. Similarly, Jannsen (2000) describes IWB as a three-stage process, which includes
the same elements - idea generation, idea promotion and idea realization. Eventually, Den
Hartog & De Jong (2010) expanded the list of IWB components of Scott & Bruce (1994) to a
four-stage process that includes opportunity exploration, idea generation, idea championing
and implementation. The authors pinpoint that earlier description of ‘idea generation’ stage
by Scott & Bruce (1994) was relatively broad, thus, Den Hartog & De Jong (2010) have
distinguished opportunity exploration from this particular stage as a separate dimension.

The review of different scholar’s presentation of IWB dimensions clearly illustrates a
similar pattern of elements that are linked to different stages of innovation process. Since the

latest four-dimensional model of De Jong & Den Hartog (2010) incorporates all previously

mentioned definitions, it will be used in this thesis in order to measure IWB construct. The
dimensions include: opportunity exploration, idea generation, idea championing and idea
implementation.

Opportunity exploration stage involves identification of potential improvements with

respect to products, services and incremental processes. According to Den Hartog & De
Jong’s (2010) insights, realization of a need for innovation can happen by chance or, for
instance, as a quick and necessary response to suddenly occurred problem.

Idea _Generation takes place once a potential opportunity was identified, and

involves reorganization of available information into a clear concept. This stage strongly
depends on individual’s creativity and the ability to see a different picture as well as

application of ‘out of the box’ thinking manner.
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Idea Championing is an analogue of Kanter’s (1988) component of ‘coalition

building’, and refers to promotion of new ideas in organization and acquisition of the power
necessary to move the idea into reality (Kanter, 1988; Kroes, 2015). The stage is
characterized by creation of coalitions in order to build support for the proposed innovation
within the organizations and convince employees to become part of the implementation
process. At this point, it is important to ‘sell’ the idea, as in the majority of cases potential
users are reluctant to become engaged in innovation implementation due to uncertainty in its
value (De Jong & Den Hartog, 2010).

Idea Implementation is the final element of innovative work behavior and represents

the incorporation of new ideas into regular organizational processes and its diffusion (De

Jong & Den Hartog, 2010) (see Figure 1).

Opportunity
exploration

Idea
Generation

Innovative Work <
Behavior

Idea
Championing

Idea
Implementation

Figure 1. Dimensions of IWB
Source: Den Hartog & De Jong (2010)

To conclude, in the current business environment IWB constitutes essential conditions
for improving efficiency and increasing enterprise value (Bowe et al, 2010 as cited in
Tahsildari et al., 2014). Subsequently, the importance of innovative behavior has not been
underestimated from theoretical perspective, and factors that highly affect and can possibly

enhance level of IWB at work continue to remain a prevailing topic among scholars. Based
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on West & Farr’s (1989) definition, this thesis will refer to IWB as an individual behavior
that involves intentional introduction and implementation of new ideas, products, processes
or procedures, that incorporate certain benefit to the individual and the organization overall.
The construct will be analyzed based on four major dimensions presented by De Jong & Den
Hartog (2010) — opportunity exploration, idea generation, idea championing and idea
implementation.

Transformational and Transactional Leadership

Leadership represents an important element in the organizational success, as it
stimulates goal achievement, innovation diffusion and guides individual employees and
groups through organizational changes (Aarons, 2006). According to Jung, Chow & Wu
(2003), leadership in particular is regarded as one of the most supreme factors affecting
employee’s creativity and innovative performance. Riaz (2009) (as cited in Khan, Aslam &
Riaz, 2012) investigated the role of leadership style in the prediction of decision making, and
the results indicated that particularly transformational and transactional leaders were the
most effective decision makers. Therefore, it is not surprising that transformational and
transactional leadership styles continue to remain prevailing theory in the field of leadership.

Definition

As a pioneer of transformational and transactional leadership terminology, James
Burns (1978) has derived both concepts in his analytical-observational study of different
political leaders’ biographies. The study was based on analysis of personal leader’s
characteristics and behavior in the context of different situations (i.e. Contingency Theory of
Leadership) (Simi¢, 1998). Original definition by Burns (1978) describes transformational
leadership as a “process in which leaders and followers raise one another to higher levels of
morality and motivation” (Burns, 1987, p.20), while transactional leadership “occurs when

one person takes the initiative in making contact with others for the purpose of an exchange



EFFECTS OF LEADERSHIP STYLES ON IWB: THE ROLE OF LOC 20

of valued things. “(Burns, 1987, p.19). In other words, transactional leadership is based on
contractual obligations of an individual in exchange for instrumental rewards (such as
financial payment), and constant monitoring of performance in terms of compliance with
organizational standards (Bodla & Nawaz, 2010; Odumeru & Ifeanyi, 2013), whereas
transformational leadership involves proactive behavior of a leader that focuses on collective
interests and inspiration of followers to achieve more than it is initially expected (Bodla &

Nawaz, 2010; Kroes, 2015). Several definitions of two discussed leadership styles are

presented in Table 3.

Table 3. Definitions of Transformational and Transactional Leadership styles

. . Application in the
Author Tralr_wsf%rma;]t_lonal T[an;actlﬁ_nal literature by different
eadership eadership scholars
“occurs when one = Lowe,Kroeck &
“process in which leaders and _pe_r§or_1 takes the. Sivasubramaniam
Burns followers raise one another to Initiative in making (1996)
(1978) higher levels of morality and contact with others for = Barbuto Jr (1997)
motivation” (p. 20) the purpose of an = Barbuto Jr (_2005)
' exchange of valued = Iscan, Ersari &
things. “(p.19) Naktiyok (2014)
« = | owe,Kroeck &
a;);c;fei/;};i?];?raﬁ]igsr:;; aélfe " | “when managers engage Sivasubramaniam
their employees, when they in a}transaction with (1996) )
generate awareness and their (_employe_es: they = Den Hartog, Muijen
Bass (1985, acceptance of the purposes and explain what is required & Koopman (1997)
1990) mission of the group, and they of ;clhem and v]:/ht?t they . ggggé)c:how & Wu
) . ; will receive if they
Eg;gr‘%"tﬁgfmﬁf‘e (100K | fulfil these ) - Tahsildari, Hashim
for the good of group”. (p.21) requirements.” (p.19) & Normeza Wan
(2014)
“is defined as a style of
Pieterse, leadership that transforms
Van followers to rise above their efcﬁzze(l ?glztr;onshi in
Knippenber | self-interest by altering their which t?\e leader malfes . N/A
g, Schippers | morale, ideals, interests, and clear what is expected of
& Stam values, motivating them to followers.” (p.2)
(2009) perform better than initially - (P
expected.” (p.2)
» . “is an exchange process
e ™ | basd on th imen
Bodla ' of contractua
Nawaz 2‘(’)‘1?;33?&2::; SC;r?c?ir;p obligations and is = N/A
(2010) followers achieve ’ typi_calber_eprgsenteddas
. ”» setting objectives an
extraordinary goals.”(p.210) monitoring and
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controlling outcomes.”
(p.210)

“defined as leaders, who
positively envision the future
scenarios for the organizations,

Iscan, . P - “Is conceptualized as the
Ersari & gzgalie epeilsr’n:ezlltl“yc;nn:‘zgza?:\élgg exchange relationship . NA
Naktiyok helpiny them to realize their Y| between leaders and

(2014) ping their followers.” (p.882)

potential, communicate an
achievable mission and vision
of the organization.” (p.882)

Source: prepared by author based on literature review

The available literature clearly illustrates that classic definitions of Burns (1978) and
his apprentice Bass (1985, 1990) still remain the main influence for modern scholars’
characterization of transformational and transactional leadership. Bernard Bass (1985, 1990),
by taking into account earlier works of Burns (1978), further developed the theory by
specifically describing elements of each leadership style (Simi¢, 1998). Therefore, in this

study, two constructs are defined based on Bass (1985, 1990) characteristics, who states that

transformational leaders take into account interests of their employees and inspire followers
to perform beyond expectations and seek new solutions, whereas transactional leaders clearly
explain their subordinates what is expected from them and what they will get in return for
their performance.

Dimensions

Nowadays, when analyzing the sole concept of transformational and transactional
leadership the majority of modern scholars (Jung, Chow & Wu, 2003; Judge, Woolf, Hurst &
Livingston, 2006; Gumusluoglu & llsev, 2009; Warrilow, 2012, as cited in Odumeru &
Ifeanyi, 2013; Ahmad, Abbas, Latif & Rasheed, 2014; Kroes, 2015) refer to original
dimensions raised by Bass (1985; 1990), who states that transformational leadership type
consists of four unique, but highly interrelated behavioral components (Jung, Chow & Wu,
2003): inspirational motivation, intellectual stimulation, idealized influence and

individualized consideration; while transactional leadership consists of three major
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dimensions - contingent reward, management by exception (active), management by
exception (passive), and one non-leadership dimension — laissez-faire management (Judge &
Piccolo, 2004).

Eventually, Bass together with his colleague Avolio (1991) (as cited in Judge, Woolf,
Hurst & Livingston, 2006) has developed a Full Range Leadership Model that illustrates the
difference between all eight behavioral dimensions of transformational and transactional

leadership based on their level of effectiveness and activity (see Figure 2).

Effective Individualized
+ Consideration
Intellectual
TRANSFORMATIONAL LEADERSHIP Stimulation
Inspirational
Motivation
Idealized
Influence
Contingent
reward
Management TRANSACTIONAL LEADERSHIP
by exception
(active)
Management
by exception
(passive)
Laissez-faire
management Active

Ineffective/ Passive
Figure 2. The Full Range Leadership Model

Source: Judge, Woolf, Hurst & Livingston (2006) (original source - Bass and Avolio, 1991)
The first four dimensions — individualized consideration, intellectual stimulation,

inspirational motivation and idealized influence — serve as the major building blocks for
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transformational leadership. Empirical evidence indicates that leaders who are able to
apply these four behaviors have the capability to influence intrinsic motivation of employees,
remodel their values, build a clear long-term vision, promote creative solutions, and lead
followers to performance beyond expectations (House & Shamir, 1993, Jung & Avolio, 2000,
as cited in Jung, Chow & Wu, 2003; Gumusluoglu & lisev, 2009).

Individualized consideration refers to the ability of a leader to objectively evaluate

skills of his followers and acknowledging the specifics and differences of each individual by
building a one-to-one approach (Gumusluoglu, 2009). Such leader provides mentor’s support
to the subordinates in the development of their abilities (Jung, Chow & Wu, 2003) as well as
shows recognition of the individual's contribution to the group (Odumeru & Ifeanyi, 2013). It
is possible to parallel individualized consideration with higher order needs of Maslow’s
(1943) Hierarchy of Human Needs: this component of transformational leadership addresses
each individual team members' need for self-actualization and self-esteem (i.e. higher order
needs of the Maslow’s pyramid). By applying individualized consideration, leaders delegate
certain level of autonomy to their followers and, as a result, provide them an opportunity for
fulfillment of the working needs and exercising capabilities in the working environment
(Ahmad, Abbas & Rasheed, 2014). According to the Full Range Leadership Model of Bass &
Avolio (1991), individualized consideration is the most effective and active component of
transformational leadership.

By using intellectual stimulation, leader challenges assumptions (Odumeru &

Ifenayi, 2013) and puts the main emphasis on creativity and innovative thinking by
encouraging followers to think ‘out-of-the-box” without losing the connection to the common
mission (Gumusluoglu, 2009). In this case, transformational leader promotes creative, but at
the same time rational problem-solving (Bass, 1985), that eventually leads to enhancement of

individual decision-making skills of each team member (Ahmad, Abbas & Rasheed, 2014).
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From leader’s perspective, inspirational motivation involves communication of a

concise and appealing long-term vision, goals and objectives to employees (Jung, Chow &
Wu, 2003); stimulation of enthusiasm towards its achievement (Kroes, 2015) by appointing
meaning to each activity (Odumeru & Ifeanyi, 2013) and expressing belief in employees’
skills (Gumusluoglu & llsev, 2009). Inspirational motivation from the leader’s side is critical
for triggering follower’s performance beyond expectations (Odumeru & Ifeanyi, 2013).

Idealized Influence (or Charismatic Role Modeling) refers to behavior when leader

manages to build respect, loyalty and strong compliance from subordinates’ side by
becoming a role-model and emphasizing the importance of collaborative sense of mission
(Gumusluoglu, 2009; Ahmad, Abbas & Rasheed, 2014). According to classical theory of
transformational leadership by Bass (1985), idealized influence (or in other words —
charisma) is a crucial factor for transformational process as charismatic leaders gain great
power over their subordinates, once they start strongly identifying themselves with their
leaders. Frequently, transformational leadership is associated with charismatic leadership, and
as a result, two terms are used interchangeably (Hunt & Conger, 1999; as cited in Judge,
Woolf, Hurst & Livingston, 2006). Yet, some scholars argue that these are absolutely
separate leadership styles. For instance, Barbuto Jr. (1997) distinguishes transformational
leadership from charismatic based on the following argument - charismatic leader builds
follower’s commitment on unquestionable (and often blind) obedience which usually results
in idolization and strong emotional attachments (Bass, 1985; as cited in Barbuto Jr., 1997);
while transformational leader, in turn, focuses on directing the follower’s commitment
towards achievement of organizational goals without causing self-immolation from the
subordinate’s side. Hence, it is incorrect to state that charismatic and transformational
leadership are fully interchangeable terms. Barbuto Jr. (1997) disagrees with theory of Bass

(1985) and implies that leaders can be transformational even without incorporating
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charismatic style in their behavior, meaning that the sole concept of transformational
leadership should not necessarily include idealized influence (or charisma) as a major
component. According to Barbuto’s Jr. (1997) arguments, focusing on individual
consideration, intellectual stimulation, and inspirational motivation should be sufficient
enough in order to become a transformational leader. However, all four components
presented by Bass (1985) are still widely used in theory by modern scholars; thus, classic
approach that all four patterns of behavior are necessary in order to become a
transformational leader is still pre-dominant in the literature.

In terms of transactional leadership, the four major characteristics which constitute
this type of leadership include contingent reward, management by exception (active and
passive), and laissez-faire management (Bass, 1985).

Contingent Reward is the main dimension of transactional leadership, and represents

an exchange of employee efforts and accomplishments for certain rewards (Bass, 1985). The
aim of contingent reward is to stimulate extrinsic employee motivation (Oseebaar, 2012;
Odumeru & Ifeanyi, 2013). According to Lowe, Kroeck & Sivasubramaniam (1996), from
the perspective of a follower, leader may enhance working unit effectiveness by properly
managing reward distribution system, especially, if rewards are highly valued by the
individuals (Bass, 1990).

Management by Exception (active). This component implies that leader constantly

monitors the performance of subordinates and actively looks for deviations (Bass 1985) and
enforces rules to avoid mistakes (Oseebaar, 2012).

Management by Exception (passive) involves behavior when leader takes actions and

intervenes with his team only when deviations from acceptable performance standards have
already occurred (Oseebaar, 2012). It does not involve active monitoring of performance, and

the actions are usually taken by the leader post-factum.



EFFECTS OF LEADERSHIP STYLES ON IWB: THE ROLE OF LOC

Laissez-Faire leadership. This component represents absence of any leadership, i.e.

behavior includes denial of responsibilities and avoidance of decision-making (Bass, 1985).
According to the Full Range Leadership Model by Bass & Avolio (1991), laissez-faire
management represents the most passive out of all components and the least effective
leader’s behavior (i.e. absence of any leadership), for this reason, it is usually omitted by
scholars in their studies of transactional leadership (Barbuto Jr., 2005).
In order to complete the research, the thesis will refer to classic dimensions of Bass
(1985) when defining transformational and transactional leadership constructs:
= 4 dimensions will be applied to measure transformational leadership: individualized
consideration, intellectual stimulation, inspirational motivation and idealized influence.
= 3 dimensions will be applied to measure transactional leadership: contingent reward,
management by exception (active) and management by exception (passive). Laissez-faire
management dimension is not applied in this study, since it represents the absence of
leadership, and thus, is irrelevant for the research.
Comparison of two leadership styles
Based on previously listed behavioral patterns, Odumeru & Ifeanyi (2013) in their
comparative analysis of transactional and transformational leadership have drawn a parallel
between two leadership styles and McGregor’s Theory X and Theory Y. Authors state that
transactional leadership can be linked to the traditional Theory X, where it is implied that
individuals are rewarded or punished with respect to their behavior and accomplishments;
whereas, transformation leadership is related with Theory Y, that emphasizes a supportive,
trustful relationship between leader and subordinates, where employees are encouraged and
inspired to achieve better results. Odumeru & Ifeanyi (2013) also pinpoint that
transformational leadership is proactive and is directed towards changes in the organizational

culture; while transactional leadership is responsive, that takes into account boundaries and
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works in line with organizational procedures and culture. The comparison of two leadership
styles is presented in Table 4.

Table 4. Comparison of Transformational and Transactional Leadership theories

Transformational Leadership Transactional Leadership
Dimensions (Bass, 1985): Dimensions (Bass, 1985):
1) Inspirational Motivation 1) Contingent rewards
2) Intellectual Stimulation 2) Passive management by exception
3) Idealized Influence 3) Active management by exception
4) Individualized Consideration 4) Laissez-faire management* (n/a)
Maslow’s (1943) hierarchy of needs: Maslow’s (1943) hierarchy of needs:
Transformational leadership addresses higher | Transactional leadership addresses basic/lower
level needs (such as self-esteem and self- level needs (such as physiological and safety
actualization) needs)
Focus on intrinsic employee motivation Focus on extrinsic employee motivation (Bass,
(Gumusluoglu & llsev, 2009) 1985; Oseebaar, 2012; Odumeru & Ifeanyi,
2013)
Leadership is proactive (Odumeru & Ifeanyi, | Leadership is responsive (Odumeru & Ifeanyi,
2013) 2013)
Working to change the organizational culture Working within the organizational culture
(Odumeru & Ifeanyi, 2013) (Odumeru & Ifeanyi, 2013)
Resemblance to Theory Y (Odumeru & Resemblance to Theory X (Odumeru & Ifeanyi,
Ifeanyi, 2013) 2013)

Source: prepared by author based on literature review

According to the Full Range Leadership Model of Bass & Avolio (1991),
transactional leadership falls into less effective and more passive category, and this fact
seems to indicate a certain superiority of transformational leadership over transactional.
However, researchers argue that two styles can actually complement each other (Judge,
Woolf, Hurst & Livingston, 2006). Initially, Burns (1978) theorized that distinction between
transactional and transformational leadership is dichotomous, meaning that leaders can apply
transactional or transformational style only on mutually-exclusive basis (Hackman, 2009).
However, this dichotomy separating the two forms into distinct roles has not proved to be
accurate — further studies of leadership by Bass (1985) and his colleagues Avolio, &
Goodheim (1987) showed that leaders can exert behavior that employs both transformational

and transactional approaches at the same time (Conger & Kanungo, 1998), hence, there also
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exists an opinion that two constructs can be regarded as complementary rather than opposite
(Lowe, Kroeck & Sivasubramaniam, 1996). According to Bass (1985), both styles may be
linked to the achievement of desired goals and objectives, and this statement can be
supported by the study performed by Advani & Abbas (2015), who after completing research
of Pakistanian banking sector, have identified that both transactional and transformational
leadership can have a strong and positive relationship with employee’s performance. Scholars
also imply that solely applying transformational leadership in the total absence of
transactional relationship between leaders and followers is likely to be ineffective (Bass,
Avolio, & Goodheim, 1987). This way, it is theorized that transformational leadership needs
to be combined together with transactional leadership style, in order to achieve more efficient
operations (Chen J, & Chen 1., 2007, as cited in Khan, Aslam & Riaz, 2012). Similarly
Hackman (2009) states that transformational leadership augments the effects of transactional
leadership. This theory can be supported by research performed by Turkish scholars Iscan,
Ersari and Naktiyok (2014) who have determined that both transformational and transactional
leadership styles exert positive effect on organizational performance and overall level of
organizational innovation, however, the significance of these two leadership styles’ effects
was different — transactional showed positive, but not meaningful relationship, while
transformational leadership showed strong positive relationship beyond the effects of
transactional leadership. Augmentation effect serves as an additional argument against ‘the
old dichotomy belief” that two concepts are bipolar in their nature; this way, the vast majority
of modern theorists acknowledge the complementarity approach by pointing out the fact that
application of one leadership style in the workplace might not bring superior task
performance, as the combination of both transformational and transactional leadership types
(Bass, Avolio, & Goodheim, 1987; as cited in Lowe, Kroeck & Sivasubramaniam, 1996;

Bass, 1985; as cited in Oseebaar, 2012).
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To conclude, transformational and transactional types of leadership are referred to as
one of the most prevalent theories in the field of leadership (Odumeru & Ifeanyi, 2013). In
the majority of cases transformational leadership is regarded as a crucial element for
achievement of desired organizational goals and objectives (Bass 1985; Lowe, Kroeck &
Sivasubramaniam, 1996) and is believed to be more likely to encourage innovation within the
organization comparing to its counterpart (Kanter, 1983, as cited in Iscan, Ersari and
Naktiyok, 2014). However, it is important not to underestimate the role of transactional
leadership, as certain evidence is present in the modern research (to be covered in the
upcoming sections) indicating that applying this style of leadership can also lead to positive
outcomes.

Locus of Control

The role of personality in work environment continues to be one of the most
researched fields in the organizational psychology. Even though the majority of theorists
usually limit their studies of work behavior to the perspective of main 5 personality traits (i.e.
Openness, Conscientiousness, Extraversion, Agreeableness, and Neuroticism) (Ng, Sorensen
& Eby, 2006), recently other dimensions have started to come into play and become more
prevailing in the literature. One of the prospective personality traits is Locus of Control
(LOC).

Definition

The concept of Locus of Control was developed by American psychologist Julian
Rotter (1966), and was widely applied in health and educational psychology for many
decades. Eventually, the concept found its place in the field of organizational behavior as
well.

The available definitions of LOC (see Table 5) are based on original definition of

Rotter (1966) that continues to be pre-dominant in the literature. It describes LOC concept as
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“the degree to which the individual perceives that the reward follows from, or is contingent
upon, his own behavior or attributes versus the degree to which he feels the reward is
controlled by forces outside of himself and may occur independently of his own actions.”
(p.1) Johnson, Stone, Altmaier & Berdahl (1998), Ng, Sorensen & Eby (2006), Boshoff &
Van Zyl (2011) and Noureen & Nisa Awan (2011) provide similar definitions to Rotter’s
(1966), and connect the essence of LOC construct to individual belief to control outcomes.
Another scholar Babalola (2009) describes LOC as a personality predisposition that is based
on individual’s perception of their ability to change the situation.

Quite often Locus of Control is being confused with Perceived Locus of Causality
(PLOC) (Koestner & Zuckerman, 1994; as cited in Turban, Tan, Brown & Sheldon, 2007),
since both terms address the effects of internal and external forces. According to Turban,
Tan, Brown & Sheldon (2007), perception of control plays an important role in the
development of perception of the causality of events; from this perspective, both LOC and
PLOC, indeed, are regarded as closely related concepts. The same authors define perceived
locus of causality as a construct that involves conviction of an individual about the degree to
which one’s actions are controlled by external forces or by the individual himself (i.e. level of
autonomy). This way, the main difference between LOC and PLOC is illustrated by their
reference to relationship between internal/external control and specific outputs: PLOC is
based on determinants of individual behavior, while LOC is based on determinants of
outcomes (Turban, Tan, Brown, Sheldon, 2007).

Table 5. Definition of LOC concept by different authors

Application in the literature

Authors Definition by different scholars

“is the degree to which the individual | = Johnson, Stone, Altmaier,
perceives that the reward follows from, or Berdahl (1998)

is contingent upon, his own behavior or | = Ng, Sorensen & Eby (2006)
Rotter (1966) | attributes versus the degree to which he | = Boshoff & Van Zyl (2011)
feels the reward is controlled by forces | = Nisa Awan & Noureen
outside of himself and may occur (2011)

independently of his own actions.” (p.1)
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Johnson, Stone, | “LOC has been defined as the degree to
Altmaier & which an individual perceives having
Berdahl (1998) | control over the environment.” (p.209)

= N/A

“Is the extent to which people believe that
they have control over their own fate.”
(p.1057)

Ng, Sorensen & = Chen, Li & Leung (2016)

Eby (2006)

“It is a personality predisposition which
Babalola (2009) | describes an individual’s perception of their | = N/A
ability to change the situation.” (p.185)

“LOC refers to the extent to which
Boshoff & Van | . " - . = N/A
2yl (2011) individuals believe that they can control

events which affect them.” (p.291)

“LOC refers to the perceived source of
Nisa Awan & | influence over our behavior and it is the
Noureen (2011) | perceived control that one has over the
events in his or her life.” (p.2)

= N/A

Source: prepared by author based on literature review
Similarly as in the majority of studies available in the literature, in this thesis, the
LOC construct is defined based on classic definition of Rotter (1996), who characterizes it as
a personality variable of individual’s belief of control over outcomes. Rotter (1966)
distinguishes two major types of LOC — internal and external - and implies a certain
dichotomy between the two. According to the scholar, Internal LOC refers to the individual’s
belief that event is dependent purely on his/her own behavior and skills, while External LOC
focuses on individual’s belief that outcome is the result of fate, luck or other external forces.
Since Locus of Control is being frequently applied as an individual characteristics
variable in the literature, many scholars managed to identify interesting differences between
individuals with internal and external LOC types. For instance, Elkins & Cochran (1978)
determined that employees with higher internal LOC spend more time and resources on
decision making, which can be explained primarily by individual’s orientation towards
achievements and results. Allen, Weeks & Moffat’ s (2005) (as cited in Maltby, Day &
Macaskill, 2010) research indicates that internals are more likely to take action on switching
their job positions (as opposed to simple talks), than their external counterparts. This way,

people with higher internal LOC acknowledge a strong link between their own actions and
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consequences (Ng, Sorensen & Eby, 2006), whereas individuals with higher external LOC
relate outcomes to faith or luck, and are less likely to initiate change (Rotter, 1966).

Boshoff & Van Zyl (2011) explored relationship between LOC and ethical
employee behavior and reached a conclusion that internals show more ethical work behavior
than external LOC possessing individuals. Also, internals tend to reach higher levels of
academic success (Munir & Sajid, 2010) and are usually less religious than their counterparts
(Rasmussen & Charman 1995; as cited in Boshoff & Van Zyl, 2011).

Another study of Munir & Sajid (2010) has examined the moderating effect of
LOC on the relationship between job satisfaction and organizational commitment. The
scholars have identified significant positive relationship between LOC and organizational
commitment, implying that external LOC possessing individuals tend to have high
continuance commitment (continuing to work in the organization because they need to),
whereas internal LOC is associated with affective and normative commitment (continuing to
work with organization, respectfully, because they want to and should do) (Munir & Sajid,
2010). The comparison of internal and external LOC is presented in Table 6.

Table 6. Comparison of Internal and External LOC

Internal LOC External LOC

= Spend more time and resources on = Spend less time and resources on
decision making (Elkins & Cochran, decision making (Elkins & Cochran,
1978) 1978)

= Stronger ethical behavior (Boshoff & = Less ethical behavior (Boshoff & Van
Van Zyl, 2011) Zyl, 2011)

= Less religious (Rasmussen & = More religious (Rasmussen &
Charman 1995) Charman 1995)

= More likely to take action on = Less likely to take action on
switching their job positions (Allen, switching their job positions (Allen,
Weeks & Moffat, 2005) Weeks & Moffat, 2005)

= Higher level of academic success = Lower level of academic success
(Munir & Sajid, 2010) (Munir & Sajid, 2010)

= High affective and normative = High continuance commitment
commitment (Munir & Sajid, 2010) (Munir & Sajid, 2010)

Source: prepared by author based on literature review
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To conclude, the classic theory of Rotter (1966) remains a major influence for the
scholars exploring LOC construct. However, taking into account the complexity of human
personality, the dichotomous approach of Rotter (1966) might not be accurate in evaluating
individual behavior in different circumstances and environments. For instance, April, Dharani
& Peters (2012) discuss the view that some decisions of one individual can be internally
controlled, while other decisions of the same individual might have purely external influence.
The authors name such combination of internality and externality within one individual as
dual control. According to April, Dharani & Peters (2012), currently there is not much
theoretical discussion in the literature on how these expectancies coexist, but it can be
presumed that a mix of internal and external expectancies of an individual can lead to a
common expectancy that is bi-local. Thus, it is questionable, whether one individual can be
labeled as pure ‘Internal’ or pure ‘External’. Based on arguments of April, Dharani & Peters
(2012), the combination approach seems to be more realistic, however, this concept is not yet
predominant in the literature, as oppose to the classic Rotter’s (1996) approach. Therefore,
the relationship between Internal LOC and External LOC still requires further examination.

Dimensions

The current body of knowledge indicates that there is no consensus among scholars
on the number of dimensions for LOC construct (Lumpkin, 1985).

Classic Rotter’s (1966) theory refers to LOC as a personality variable, and does not
examine specific domains of it (Kourmousi et al., 2015). The validity of Rotter’s (1996)
simple definition of two LOC types was questioned by Levenson (1973) who has suggested
that LOC can be defined as a multidimensional construct, consisting of three major elements
- Internal Control, Powerful Others and Chance. The author explains the logic behind
introduction of three dimensions, instead of two classic Internal-External types, by arguing

that “people who believe the world is unordered would behave and think differently from



EFFECTS OF LEADERSHIP STYLES ON IWB: THE ROLE OF LOC

people who believe the world is ordered, but that powerful others are in control” (p.2). Thus,
Levenson (1973) has distinguished two types of externals — those who believe in external,
yet, unordered control; and those, who believe in powerful others (i.e. ordered control).
According to Palenzuela (1984, 1988; as cited in Sapp & Harrod, 1993), there is no
conclusions about how many dimensions ideally compromise the LOC construct. Another
scholar Lumpkin (1985), who has performed a study of validity for brief locus of control
scale for survey research, states that particularly Internal Control and Chance dimensions
from Levenson’s (1973) model are most important for the larger studies. Thus, in this thesis
LOC will be referred as a two-dimensional construct with two domains out of three presented

by Levenson (1973) — Internal Control (corresponding to Internal LOC) and Chance

(corresponding to External LOC) (see Figure 3).

Locus of Control
(LOC)

Internal Control

Internal LOC External LOC
Figure 3. Dimensions of LOC
Source: prepared by author based on Levenson (1973) and Lumpkin (1985)

To summarize, LOC construct is becoming more applicable in the studies of
organizational behavior as a personality variable. Some scholars pinpoint the superiority of
internal LOC, especially with respect to creativity and innovation, however, available
inconsistency in the research allows a conclusion that both types of LOC can be related to
creativity and innovation, and one is not necessarily superior to the other. Also, it is important

to note that some scholars pinpoint the possibility of dual control, i.e. combination of both
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internal and external control in one individual. The vast majority of enterprises (especially
larger organizations that seek innovativeness) possess employees originating from different
types of LOC; this way, there is a requirement for research, which would examine the
possibilities of maximizing innovative and creative behaviors not just from the internal LOC
side, but also from the side of external LOC peers. In order to fill the identified gap in the
research, the thesis will examine the effect of transformational and transactional leadership
styles, which could possibly facilitate the exhibition of innovative behavior by employees
with different types of LOC.
Construct relationship analysis

Determinants of Innovative Work Behavior

Before moving to the analysis of relationship between constructs, it is important to
overview what kind of factors proved to have an impact on innovative work behavior.
Modern theorists have completed significant amount of research on the determinants of IWB.
For instance, Kheng, June & Mahmood (2013) list three major categories of determinants,
which include individual, organizational and environmental factors. Alternatively, Oukes
(2010) has classified past research into five major categories of elements, which proved to
affect innovative behavior. Comparing to Kheng et al (2013), Oukes (2010) additionally has
taken into account team and relationship factors.

The first group - individual factors - refers to elements related to individual

characteristics or personality traits. Based on Damanpour’s (1991) insights (as cited in Kheng
et al, 2013), this category of determinants has been noted to be the most significant. Prior
research has determined that characteristics such as education level, proactivity (Oukes,
2010) and self-efficacy (Kroes, 2015) show a positive relationship with IWB.

The second group - team factors — revolves around group dynamics; for instance,

study of Axtell, Holman, Unsworth, Wall, Waterson & Harrington (2000) (as cited in Oukes,
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2010) has indicated relationship between team support, team role breath, method control and
IWB of employees; hence, effective teamwork is also a crucial determinant of innovative
behavior.

What goes for organizational factors, Kheng, June & Mahmood (2013) have

identified the significance of pro-innovation organizational climate in the encouragement of
IWB, as it stimulates employees interest in exercising creativity, as in such climate
individuals are not afraid to make mistakes while experimenting with innovations.

The fourth group includes job environment factors, and is quite similar to the

previously discussed organizational factors. The literature indicates that job environment
characterized by higher levels of autonomy and psychological empowerment is more likely to
enhance innovative work behavior of employees. The moderating role of psychological
empowerment was identified by Pieterse et al. (2009), who determined a positive relation
between the construct and IWB. Another study by Ramamoorthy et al. (2005) has showed
that job autonomy is an important determinant of IWB, mostly due to the fact that individuals
in autonomous settings more actively apply “trial and error” practices. The scholars indicated
that IWB is primarily the result of intrinsic employee motivation, but, interestingly, in the
same study Ramamoorthy et al. (2005) sequentially determined the direct positive effect of
payment on IWB, which is a solely extrinsic motivator. This way, it can be concluded that
not just intrinsic, but also extrinsic motivation constitutes an important element affecting
innovative work behavior.

The final group - relationship factors - primarily involves determinants of IWB from

perspective of transactions between individuals and their leaders. Based on Leader-Member-
Exchange theory, Kheng, June & Mahmood (2013) state that quality of relationship between
leader and follower is directly related with innovativeness. Leadership proved to have a

significant influence on IWB, especially transformational style, where leaders inspire their
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followers to perform beyond expectations (Pieterse et al, 2009). Factors such as leader’s
active emphatic listening (Sharifirad, 2013) and support for innovation (Hartjes, 2010; as
cited in Oukes, 2010; Gumusluoglu & llsev, 2009) also proved to be determinants of
innovative behavior of individuals. Besides leadership, scholars in addition pinpoint the
significance of relationship between employees and external contacts (such as customers and
competitors), that can serve as an important source of knowledge and creative ideas (Hooley
& Mann, 1988; as cited in Kheng et al., 2013).

In this study, the focus of investigation is the relationship between IWB and two types
of factors listed by Oukes (2010) - relationship factor (Leadership) as well as individual
factor (Locus of Control).

Relationship between Leadership styles and IWB

According to previously mentioned Oukes (2010) categorization of determinants of
innovative work behavior, one out of five main factors that is frequently researched by
scholars with respect to IWB is relationship between leader and the follower.

Transformational leadership is being frequently associated by scholars with

innovative behavior of individuals, as particularly this style proved to be closely related to
organizational effectiveness (Tahsildari, Hashim & Wan Normeza, 2014), enhancement of
employee’s creativity (Gumusluoglu & llsev, 2009) and organizational innovation in general
(Jung, Chow & Wu, 2003). The vast majority of studies that investigated the direct and
indirect relationship between transformational leadership and IWB, managed to determine a
positive relationship between the two constructs. Direct relationship between
transformational leadership and innovation was confirmed by Crawford (2001) and Khan,
Aslam & Riaz (2012), who have identified transformational leadership as being a major
predictor of employee IWB. Sharifirad (2013) demonstrated positive relationship between the

two constructs that was mediated by leader’s emphatic listening and perceived psychological
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safety. In the same study transformational leadership also showed both direct and indirect
effect on employee well-being. In addition, Dutch scholar Kroes (2015) has determined that
transformational leadership enhances employee’s self-efficacy, which in turn increases IWB.

Transactional leadership, on the other hand, shows quite fluctuating results in the

literature. Based on its original definition developed by Bass (1985), transactional style is
expected to have a negative effect on IWB and innovation, as contingent reward system is not
motivating individuals to go beyond expectations (Oseebaar, 2012); that is the main reason
why many scholars prefer to assume a negative relationship between the two constructs, and
several studies indeed demonstrate such relationship (Lee, 2008; as cited in Oseebaar, 2012;
Khaola & Sephelane, 2013). However, in comparison with transformational leadership and its
clear positive tendency, literature indicates that transactional leadership can exert not only
negative, but sometimes absence (Crawford, 2001; Moss & Ritossa, 2007; as cited in
Oseebaar, 2012; Pieterse et al, 2009; Turunc, Celik, Tabak & Kabak, 2010) or even positive
relationship with IWB (Khan, Aslam & Riaz, 2012). For instance, Turunc, Celik, Tabak &
Kabak (2010) and Crawford (2001) did not determine any linkage between transactional
leadership and IWB; however, Crawford (2001) did identify a positive correlation between
IWB and contingent reward practice, which constitutes a major element of transactional
leadership. One more study indicating unexpectedly positive results of transactional
leadership was completed by Khan, Aslam & Riaz (2012), who have examined
transformational and transactional leadership styles as predictors of innovative work behavior
among bank managers of Pakistan. Interestingly, both types showed strong positive
relationship with innovative work behavior, despite the fact, that researchers have expected

and initially raised a hypothesis that transactional leadership would have a negative impact.
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Table 7. Key takeaways from literature on the relationship between leadership styles and
IWB

Constructs Authors Key takeaway
= Crawford (2001)
= Khan, Aslam & Riaz Transformational leadership has a
(2012) positive relationship with IWB.

Transformational | = Sharifirad (2013)

Transformational Leadership positively

Leadershipand | 5,0 Chow & Wu (2003) onal Leac [
affects organizational innovation.

IWB

Transformational leadership enhances
= Kroes (2015) employee’s self-efficacy, which in turn
increases IWB.

Negative relationship between
transactional leadership and innovation
is implied, as contingent reward system
is not motivating individuals to go
beyond expectations.

= Bass (1985)
= Lee (2008)

= Crawford (2001)
= Moss & Ritossa (2007) Transactional leadership has no
Transactional = Turunc, Celik, Tabak & relationship with IWB.

Leadership and Kabak (2010)

IWB = Crawford (2001)

= Ramamoorthy, Flood,
Slattery & Sardessai
(2005)

Positive correlation between IWB and
contingent reward practice (element of
transactional leadership).

Positive effects on employee creativity

" Si&Wei(2011) under high empowering climate.

=  Khan, Aslam & Riaz

(2012) Positive direct relationship with IWB.

Source: prepared by author based on literature review

Inconsistencies are present in the literature (see Table 7), and they serve as a basis for
hypothesizing that positive effects of transactional leadership on IWB are possible, but are
dependent on some specific factors. For this matter, Dutch scholars Pieterse, Knipperberg,
Schippers & Stam (2009) stated that likely explanation for inconsistency in the results of
relationship between transactional leadership and IWB can involve the presence of certain
moderator variables. The authors hypothesized the moderating role of psychological
empowerment, which was eventually confirmed in the research - according to their empirical
study, the strength of the relationship between transformational and transactional leadership
and IWB depends on the level of psychological empowerment: transformational leadership is

positively related to IWB only when psychological empowerment is high, while transactional
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leadership has negative relationship only under the same conditions. Interestingly, subsequent
study of Si & Wei (2011) (as cited in Oseebaar, 2012) has showed opposite results, as
Chinese scholars concluded that transactional leadership has positive effects on employee
creativity under high empowering climate. Pieterse et al. (2009) pinpoint that besides
psychological empowerment there is a high likelihood of presence of additional moderators
for the [Transformational Leadership - IWB] and [Transactional Leadership — IWB]
relationships, which could illustrate a clear pattern and explain under which circumstances
both leadership styles are positively associated with innovative work behavior. Hence, there is
an inquiry for further studies in the field of transactional leadership, particularly on the
moderators of relationship between leadership styles and IWB.
Connection between Leadership styles and LOC through Motivation

Relationship between Leadership and Motivation

HRM and social psychology literature is emphasizing the importance of motivation in
both personal and work settings, as it remains a key driver for individual and organizational
performance (Dobre, 2013) that eventually results in higher levels of production and
operational success (Ahmad, Abbas & Rasheed, 2014). Luthans (2005) (as cited in Ahmad,
Abbas & Rasheed, 2014) defines motivation as a process or force that leads individuals to the
achievement of desired goals and outcomes. The authors of self-determination theory (SDT)
and major contributors to the field of motivation in psychology Deci & Ryan (2000) state that
individuals tend to have not only different levels, but also different types (orientation) of
motivation, which is identified based on the reasons that influence individual actions. With
the help of SDT theory, Deci & Ryan (2000) distinguish two major types of motivation:
intrinsic and extrinsic. Intrinsic type of motivation is observed when individual carries out
activity purely for his own satisfaction and enjoyment from being engaged in the task itself

(Deci & Ryan, 2000; Goodridge, 2006). Extrinsic motivation represents the contrasting type
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of motivation, and is present when individuals carry out activities not out of personal interest,
but in a pursuit of certain (usually instrumental) outcome (Goodridge, 2006).

According to Barbuto Jr. (2005), motivation is an important element to consider when
leadership development decisions are taking place in the organization. The signs of a
relationship between transformational/transactional leadership styles and, respectfully,
intrinsic/extrinsic motivation are observed in the classical definitions by Bass (1985; 1990),
which were discussed in the construct definition section of the thesis. To recall, Bass (1990)
pinpoints the fact that transactional leadership heavily relies on contingent rewards, which is
a classic example of extrinsic motivator (Kalar & Wright, 2007); while transformational
leadership incorporates elements, such as proactivity and decision-making autonomy that
primarily relate to intrinsic motivation of an individual. This way, the original leadership
definitions already put a strong accent and foundation for the connection between two
respective leadership styles and intrinsic/extrinsic motivation.

The evidence of suggested relationship has also been confirmed in the prior research
by several scholars. Gumusluoglu & llsev (2009) have explored direct relationship between
transformational leadership and intrinsic motivation and eventually determined that two
constructs are strongly associated. The same authors’ research implies that intrinsic
motivation mediates the relationship between transformational leadership and employee’s
creativity (Gumusluoglu & Illsev, 2009). Similarly, Goodridge (2006) determined that
transformational leadership is significantly related to autonomous motivation (which is a
synonym to the intrinsic motivation term). Another study of Barbuto Jr. (2005) showed that
instrumental (i.e. extrinsic) motivation had a significant correlation with self-reported
transactional behaviors, whereas intrinsic process motivation was correlated with

transformational behavior.
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Table 8. Key takeaways from literature on the relationship between leadership styles and

motivation

Authors

Findings/ Statements

Key takeaway

Bass (1985, 1990)

Transactional leadership is based on
contingent reward system, which is a
classic extrinsic motivator.

Transactional leadership
affects extrinsic motivation
of individuals

Barbuto Jr. (2005)

Instrumental (i.e. extrinsic) motivation
had a significant correlation with self-
reported  transactional  behaviors,
whereas intrinsic process motivation
was correlated with transformational

Transformational leadership
is related to intrinsic
motivation of individuals
Transactional leadership is
related to extrinsic

behavior. motivation of individuals

Transformational leadership is » Transformational leadership
significantly related to autonomous is related to intrinsic

motivation (synonym to intrinsic motivation of individuals
motivation).

Goodridge (2006)

Transformational  leadership  and
intrinsic motivation and eventually
determined are strongly associated.
Intrinsic motivation mediates the
relationship between transformational
leadership and employee’s creativity.

» Transformational leadership
is related to intrinsic
motivation of individuals

Gumusluoglu &
llsev (2009)

Source: prepared by author based on literature review

To sum up, taking into account dimensions of leadership styles derived by Bass
(1985; 1990) and available evidence in the literature (Barbuto Jr., 2005; Goodridge, 2006;
Gumusluoglu & llsev, 2009) (see Table 8), it is concluded that transformational leadership is
related with intrinsic motivation, whereas transactional leadership primarily relates to
extrinsic motivation of an individual.

Relationship between LOC and Motivation

The specific relationship pattern between motivation and LOC has been addressed in
the literature by several scholars, who have investigated the effects of personality traits on
individual behavior in different settings, such as competition, education or organizational
environment.

To start with, the relationship between motivation an locus of control was suggested
by Baron & Ganz (1972) (as cited in Deci & Ryan, 1985), who identified during their study

of children behavior that children with internal locus of control worked better with intrinsic
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motivators, whereas children with external locus of control showed better reaction to external
rewards, i.e. extrinsic motivators. Another study by Lonky (1978) (as cited in Reeve, Olson
& Cole, 1987), who was focusing on human behavior in competition settings, has determined
that internals better respond to praise and verbal reinforcements, since such feedback is being
interpreted by them as a competence appreciation, which eventually increases individual
intrinsic motivation. Contrary to their peers, externals do not attribute praise to their
competence, but rather relate it to external outcomes, leading to their intrinsic motivation to
remain unchanged (Lonky, 1978; as cited in Reeve, Olson & Cole, 1987). Ng, Sorensen &
Eby (2006) explained such relationship by the argument that internals are more likely to
report higher intrinsic motivation primarily due to their perception of likelihood of achieving
desirable work outcomes. Reeve, Olson & Cole (1987) also indicate a tendency of internals to
show higher levels of intrinsic motivation when they succeed in their activities and lower
levels when they experience failures. Runco & Pritzker (1999) attribute both Internal LOC
and intrinsic motivation to the same category of autonomy-oriented personality traits, making
the two constructs compatible with each other. Eventually, Ng, Sorensen & Eby (2006) by
analyzing the relationships between LOC and different work outcomes in the organizational
setting, confirmed that internal LOC is positively related with intrinsic task motivation.

Table 9. Key takeaways from literature on relationship between LOC and motivation

Authors Findings/ Statements Key takeaway
Children with internal locus of control » Internal LOC has stronger
work better with intrinsic motivators, relationship with intrinsic

Baron & Ganz whereas children with external Ipcus of motivation
control showed better reaction to » External LOC has stronger

(1972) . o . g oo

external  rewards, i.e. extrinsic relationship with extrinsic
motivators. motivation
Internals better respond to praise and » Internal LOC has stronger
verbal reinforcements, whereas relationship with intrinsic
Externals do not attribute praise to motivation

Lonky (1978) their competence, but rather relate it to » External LOC has weaker
external outcomes, leading to their relationship with intrinsic
intrinsic ~ motivation to  remain motivation
unchanged.
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Internal LOC and Intrinsic motivation » Internal LOC is related with
belong to the same category of intrinsic motivation
autonomy-oriented personality traits.

Runco & Pritzker
(1999)

Internal LOC is positively related with
intrinsic task motivation, expectancy,
instrumentality, job involvement, self-
development, self-efficacy, and
psychological empowerment.

» Internal LOC is positively
related with intrinsic
motivation.

Ng, Sorensen &
Eby (2006)

Source: prepared by author based on literature review

Based on findings of Baron & Ganz (1972), Lonky (1978), Runco & Pritzker (1999)
and Ng, Sorensen & Eby (2006) (see Table 9), it is concluded what there is a relationship
between Internal LOC and intrinsic motivation of individuals, as well as between External
LOC and extrinsic motivation.

Relationship between Leadership, LOC and IWB

Prior empirical studies clearly indicate the positive connection between
transformational leadership and IWB, whereas transactional leadership, so far, has received
mixed evaluations of its relationship with innovative behavior. This means that there is still
some room for further research on the circumstances when this leadership style exerts
positive effect on subordinates’ innovativeness. One of the ways of knowledge expansion in
this field is identification of a moderator variable that could illustrate when the relationship is
positive or negative (Pieterse et al. 2009).

The literature also indicates that extrinsically motivated individuals react better to
transactional leaders (Barnard 1938, as cited in Barbuto Jr., 1997), whereas intrinsic
motivation is directly related with transformational leadership (Gumusluoglu & llsev, 2009).
Similar pattern is observed with Locus of Control construct — individuals with internal LOC
have better reaction to intrinsic motivators, while external LOC is associated with extrinsic
motivation (Baron & Ganz, 1972; as cited in Deci & Ryan, 1985). Hence, from both
leadership and LOC perspective, motivation is a connecting element in the theoretical chain,
which allows hypothesizing that internal LOC has stronger relationship with transformational

leadership, whereas external LOC has stronger relationship with transactional leadership.

44
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This way, a conclusion can be derived that Locus of Control might be a potential moderator

for relationship between transformational and transactional leadership and IWB.

There are several studies which support the idea of proposed research. To start with,
Chinese scholars Chen, Li & Leung (2016) investigated the role of LOC in the relationship
between supervisor support and innovative work behavior. The results indicated opposite
moderating effects of internal LOC, which means that higher internal LOC weakens the
relationship between the two constructs. The authors explain that internals can negatively
react to active supervisor support, since it goes against their belief of control over personal
outcomes; this way, we can hypothesize that such individuals are likely to prefer a leader that
could delegate certain level of autonomy to their decision making (i.e. transformational
leader), whereas externals are more passive in their nature and are in need of a strong
supervisor, that could provide clear instructions and expectations (i.e. transactional leader).
Moreover, External LOC leads individuals to being more attentive due to a belief that their
personal outcomes are highly dependent on external factors. From leadership perspective,
researchers admit that effects of a particular leadership style are likely to vary depending on
employee characteristics (Howell, Dorfman & Kerr, 1993; as cited in Chen, Li & Leung,
2016). Additional empirical study that supports the idea of relationship between LOC and
leadership was completed by Howell & Avolio (1993), who determined that transformational
leadership measures were associated with higher internal locus of control and showed a
positive relationship with business-unit performance.

Another recent study of scholars Kaur & Gupta (2016) has investigated the impact of
personal characteristics on innovative work behavior of 120 teachers in India. The results of
the multiple regression analysis have indicated that internal LOC had a positive correlation
with IWB, and was a significant predictor of innovative behavior. The same study also

showed insignificant correlation between external work locus of control and innovative work
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behavior. These findings are in line with suggestions of Miller, Kets de Vries and Touhouse

(1982) (as cited in Wheatley, Anthony and Maddox, 1988), who stated that individuals with

internal locus of control are more likely to be engaged in innovation than their counterparts

who exhibit external locus of control.

Table 10. Key takeaways from the literature review

Relationship

Authors

Key takeaways

Transformational

Crawford (2001)
Jung, Chow & Wu

leadership and (2003) Transformational leadership positively
IWB = Khan, Aslam & Riaz affects organizational innovation and
(2012) innovative work behavior.
= Sharifirad (2013)
= Kroes (2015)
= Bass (1985)
= Crawford (2001)
= Ramamoorthy, Flood,
Slattery & Sardessai
(2005) Effects of transactional leadership on IWB
Transactional = Moss & Ritossa (2007) vary, and thus, can be not only negative or
leadership and = Lee (2008) neutral, but also positive. This finding
IWB = Pieterse et al. (2009) suggests that there is a possibility of
= Turunc, Celik, Tabak & presence of certain moderator variables.
Kabak (2010)
= Si & Wei (2011)
= Khan, Aslam & Riaz
(2012)
Tr??;ﬁ;ﬂ?gﬁgau : ggi;étlogﬁf’ égggg Trar)sfo_rmatio_nal_Ie_adership affects intrinsic
. . motivation of individuals
Leadership and = Goodridge (2006) T : . I
L - ransactional leadership affects extrinsic
Intrinsic/Extrinsic | =

Gumusluoglu & llsev

motivation of individuals

motivation (2009)
= Baron & Ganz (1972)
= Lonky (1978) Internal LOC has stronger relationship with
LOC and A T
Intrinsic/Extrinsic = Reeve, Olson & Cole intrinsic motivation . o
motivation (1987) External LOC has stronger relationship with

Ng, Sorensen & Eby
(2006)

extrinsic motivation

Transformational/
Transactional
Leadership, LOC
and IWB

Howell & Avolio
(1993)

Miller, Kets de Vries
and Touhouse (1982)
Kaur & Gupta (2016)
Chen, Li & Leung
(2016)

Transformational leadership measures were
associated with higher internal LOC.
Internal LOC showed positive relationship
with IWB, whereas External LOC showed
insignificant correlation with IWB.

Higher internal LOC weakens the
relationship between supervisor support and
innovative work behavior, meaning that
individuals with higher Internal LOC are
likely to prefer a leader that could delegate
certain level of autonomy to their decision
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making (i.e. transformational leader),
whereas externals are more passive in their
nature and are in need of a strong
supervisor, that could provide clear
instructions and expectations (i.e.
transactional leader).

Source: prepared by author based on literature review

Taking into account the findings of the literature review (see Table 10), hereby, it is
possible to hypothesize that internal LOC possessing individuals are more likely to exert
innovative work behavior under transformational leadership, whereas external LOC
individuals are more likely to show higher IWB under transactional leadership.
Research problem

To author’s knowledge, the relationship between LOC with transformational and
transactional leadership and IWB was not approached directly by scholars, therefore, this

thesis will contribute to this existing gap_in the research by identifying the role of LOC in

the relationship between transformational leadership and IWB as well as between
transactional leadership and IWB.

The main goal of the literature review was to prepare a proper background for the
research by defining and examining the relationships between constructs of interest from
theoretical perspective. This chapter has presented evidence of linkages between
transformational/transactional leadership, locus of control and innovative work behavior,
which allow hypothesizing the potential moderation effects of locus of control in the

relationship between leadership and IWB. Thus, the research gquestion is formulated as

follows: what is the role of locus of control in the relationship between transformational and
transactional leadership styles and Innovative Work Behavior?
However, in order to confirm the proposed relationships and answer the research

question, an empirical study needs to be carried out.




EFFECTS OF LEADERSHIP STYLES ON IWB: THE ROLE OF LOC

Research Methodology
The following chapter describes the main elements of methodology that was applied
in order to answer the major research problem of the thesis. The section presents discussion
and justification of research design, preparation of instrument for data collection, overview of
conceptual model and raised hypothesis, sample definition as well as explanation of data
analysis procedures.

As it was already mentioned in the literature review section, the research question

that is addressed in this thesis is “What is the role of LOC in the relationship between
transformational and transactional leadership styles and Innovative Work Behavior? .

The aim of the research is to test the LOC construct as a moderator in the relationship
between transformational and transactional leadership and innovative work behavior, and
identify whether individuals with different types of LOC would require specific leadership
styles in order to increase the level of their IWB.

In order to illustrate the main idea of the research, a conceptual model was prepared.
The model represents LOC as a moderator in the relationship between transformational
leadership and IWB as well as between transactional leadership and IWB (see Figure 4).

Figure 4. Conceptual model

H3 H5 H6 H4
» Internal LOC — External LOC <
Transformational H7 H8 Transactional
Leadership Leadership
v v /
H1 Innovative )
Work /
Behavior

Source: prepared by author
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The research hypotheses are formulated as follows:
H1  Transformational Leadership has a positive relationship with IWB.
H2  Transactional Leadership has a positive relationship with IWB.

H3  Transformational Leadership has stronger positive relationship with Internal LOC,
comparing to External LOC.

H4  Transactional Leadership has stronger positive relationship with External LOC,
comparing to Internal LOC.

H5 Internal LOC has a positive relationship with IWB.
H6  External LOC has a positive relationship with IWB.

H7 LOC moderates the relationship between Transformational Leadership and IWB in
such a way, that positive relationship between the two constructs is stronger when
LOC is Internal.

H8 LOC moderates the relationship between Transactional Leadership and IWB in such
a way, that positive relationship between the two constructs is stronger when LOC is
External.

Research design

Quantitative research design was applied as a framework for this study, as it is
typically used in science for theory verification and hypotheses testing (Punch, 2000). This
type of research is characterized by carefully developed conceptual frameworks and
measurements aiming to give the data numerical structure (Punch, 2000). Since the idea of
empirical study was based on pre-specified research questions, structured design and pre-
structured data, quantitative research design was more suitable for this study.
Research instrument

The data collection was carried out by applying survey method in the form of
questionnaire, as this type of research represents an efficient way to gather large amounts of
information about individual characteristics, attitudes and behaviors in a relatively short time

(Gravetter & Forzano, 2006).
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The questionnaire applied in this study was designed to measure four main constructs:
transformational leadership, transactional leadership, locus of control and innovative work
behavior. The research instrument incorporates several different scales:
> In order to measure construct of Innovative Work Behavior (IWB), the scale developed

by De Jong and Den Hartog (2008) was applied. It consists of 10 items which represent
the 4 dimensions of IWB, discussed in the literature review: opportunity exploration (2
questions), idea generation (3 questions), idea championing (2 questions) and idea
implementation (3 questions). The measurement scale compromised a 7-point Likert scale
with the values ranging from “strongly disagree” [1] to “strongly agree” [7].

» Transformational/ Transactional Leadership constructs were measured by applying
MLQ (5X) scale developed by Bass & Avolio (1995). The questions were retrieved from
validity study of the MLQ 5X form by Antonakis (2001). Transformational leadership
was measured by 10 items, which represent the key dimensions of this leadership style:
individualized consideration (4 items), intellectual stimulation (2 items), inspirational
motivation (2 items) and idealized influence (2 items). Similarly, transactional leadership
was measured with 6 items, which corresponded to the dimensions discussed in the
literature review: contingent reward (2 items), management by exception (active) (2
items) and management by exception (passive) (2 items). All items represented
descriptive statements of leader’s behavior, which respondent needed to rate on a 7-point
Likert scale, with values ranging from “strongly disagree” [1] to “strongly agree” [7].

» Locus of Control (LOC) construct was measured by applying a brief scale developed by
Lumpkin (1985), which is based on six items from original Rotter’s (1996) scale with the
format suggested by Levenson (1973). The original Rotter’s (1966) scale asks
respondents to select one out of two bipolar statements that more closely represent the

respondent’s personality. The forced choice answer format was criticized by Levenson
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(1973), so she suggested applying a 6-point Likert scale for measurement, so that LOC

domains could be statistically independent of one another. Klockars & Varnum (1975) (as

cited in April, Dharani & Peters, 2012) have tested the application of Likert scale and

concluded that it is more consistent to apply in comparison with classic forced-choice

extremes. Lumpkin (1985) has used a 5-point Likert scale, but some researchers have

expanded it to 7 points. In this study, following the path of Sapp & Harrod (1993), and to

maintain the consistency of the questionnaire, 7-point Likert scale with values ranging

from “strongly disagree” [1] to “strongly agree” [7] was used (see Table 11).

Table 11. Research instrument (questionnaire)

. Original | Application of scale in
Construct Questions Author the research
Opportunity exploration
1. | pay attention to issues that are not part of
my daily work.
2. | wonder how things can be improved.
Idea Generation
3. I search out new working methods,
techniques or instruments.
Innovative 4. | generate original solutions for problems.
Work 5. 1 find new _app_roaches to execute tasks. De Jong & . Oukgs_ (2010)
Behavior Idea Championing Den Hartog | = Sharifirad (2013)
6. | make important organizational members (2008) = Kroes (2015)
(IWB) o . N
enthusiastic for innovative ideas.
7. | attempt to convince people to support an
innovative idea.
Idea Implementation
8. | systematically introduce innovative ideas
into work practices.
9. | contribute to the implementation of new
ideas.
10. | put effort in development of new things.
The person I'm rating: = Antonakis (2001)
Idealized Influence MLQ 5X = Jung, Chow &
11. Goes beyond self-interest for the good of | by Bass & Wu (2003)
the group. Avolio = Barbuto Jr (2005)
12. Acts in ways that builds my respect. (1995) as = Goodridge (2006)
13. Specifies the importance of having a presented * Pieterse et al.
Transformati strong sense of purpose. _ in _ (2009)
onal 14. Considers the mo_rgl and ethical Antonakis =  Gumusluoglu &
Leadership consequences of decisions. (2001) lisev (2009)
Inspirational Motivation =  Khan, Aslam &
15. Talks optimistically about the future. Riaz (2012)

16. Expresses confidence that the goals will
be achieved.

= |scan, Ersari &
Naktiyok (2014)
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Intellectual Stimulation

17. Re-examines critical assumptions to
question whether they are appropriate.

18. Gets me to look at problems from many
different angles.

Individualized Consideration

19. Treats me as an individual rather than just
as a member of a group.

20. Considers me as having different needs,
abilities, and aspirations from others.

Transaction
al
Leadership

The person I'm rating:

Contingent reward:

21. Discusses in specific terms who is
responsible for achieving performance
targets.

22. Makes clear what one can expect to
receive when performance goals are
achieved.

Management by exception (active)

23. Concentrates his/her full attention on
dealing with mistakes, complaints and
failures.

24. Keeps track of all mistakes.
Management by exception (passive)
25. Waits for things to go wrong before
taking action.

26. Shows that he/she is a firm believer in “If
it ain’t broke, don’t fix it.”

MLQ 5X
by Bass &
Avolio
(1995) as
presented
in
Antonakis
(2001)

Antonakis (2001)
Barbuto Jr (2005)
Goodridge (2006)
Pieterse et al.
(2009)
Gumusluoglu &
lisev (2009)
Khan, Aslam &
Riaz (2012)

Iscan , Ersari &
Naktiyok (2014)

Locus of
Control
(LOC)

Internal Control

27. When | make plans, | am almost certain
that I can make them work.

28. Getting people to do the right things
depends upon ability; luck has nothing to do
with it.

29. What happens to me is my own doing.
Chance

30. Many of the unhappy things in people’s
lives are partly due to bad luck.

31. Getting a good job depends mainly on
being in the right place at the right time.

32. Many times | feel that | have little
influence over the things that happen to me.

Brief scale
of Lumpkin
(1985)
based on
Rotter
(1966) &
Levenson
(1973)

Elkins & Cochran
(1978),

Ng, Sorensen &
Eby (2006),
Johnson, Stone,
Altmaier &
Berdahl, 1998)
Sapp & Harrod
(1993)

Demograph
ic variables

33. Age:
1) upto 25
2) 25-40
3) over 40
34. Gender
1) Male
2) Female
35. Educational level
1) No education
2) Secondary education
3) Unfinished higher education
4) Higher education

Source: prepared by author
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Besides the construct measurement, several control variables were included to the
questionnaire (age, gender and educational level). Previous studies have found interesting
patterns, for instance, between male and female individuals with respect to innovate behavior
- Arif, Zubair & Mazoor (2012) have determined in their study of IWB and supportive
climate among employees of advertisement agencies that women tend to behave more
innovatively as compared to men. Hereby, this study shall examine for differences between
groups of individuals based on demographic variables with the aim of identifying any
specific patterns between individual characteristics, leadership perceptions, IWB and LOC.
Research sample

In order to collect sufficient amount of primary data, it was important to carefully
select the sample for empirical study based on relevant criteria.

To start with, the thesis addresses innovative work behavior of individuals, thus, the
potential respondents were required to originate from innovative organization. In addition,
the pool of IWB exerting individuals needed to be large enough to ensure the availability of
individuals with different types of LOC. This way, small and medium size enterprises were
regarded as too risky, and hence, not suitable to be applied as a sample for this particular
research.

Taking into account the raised criteria, the author has approached the largest aircraft
maintenance (MROQO) company in the Baltic States that is currently undergoing LEAN
manufacturing implementation. The organization has agreed to participate in the study in
exchange for the accessibility to the results. The selected company was regarded as a suitable
sample for the research primarily due to the following reasons:

v Incorporation of high scale process innovation through adaptation of LEAN
manufacturing ensures the innovativeness of organization. Particularly for this study,

approaching organization with an active process innovation is more efficient comparing
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to a company which focuses solely on product innovation, since process innovation
ensures that employees from all layers (without exceptions), are required to exert IWB
at least to certain degree. With product innovation, there is no such guarantee, since it
would be extremely hard to track employees who actually participate in the innovation
process.

v' With 790 employees, the company is officially regarded as large organization
(according to Eurostat (2016), category ‘large’ is attributed to organizations employing
more than 250 individuals). This fact significantly increases the probability to locate
individuals with different types of LOC.

v Finally, IWB is not industry specific, and since author did not manage to locate
completed studies on IWB that would be investigating aircraft maintenance industry, the
research would be a unique addition to the current body of knowledge on IWB in
different business environments.

Data collection method

The primary data was gathered via online survey, as this particular tool allowed
timely collection of information as well as better probability of higher response rate. In
addition, electronically collected data is more convenient to run and analyze through
statistical software. From the respondent side, in the fast-moving business environment such
survey is easier to complete and is less time consuming in comparison with physical surveys.

The author has approached HR unit’s assistance in order to make the online
questionnaire accessible to all 790 employees of organization and communicate the
importance of participation in the survey. Since the participating organization was highly
international, two questionnaire versions were prepared in main languages which are highly
applied in the organization — English and Russian (see Appendix 1 and 2). Once the

questionnaire was translated to Russian, it was provided to the language expert for additional
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check of translation accuracy. In order to increase the probability of participation,

respondents were granted anonymity. Eventually, the number of respondents who

participated in the research reached 111, which constitutes 14 % response rate.

Data analysis methods

The collected data was processed through statistical software package for social

sciences (SPSS). In order to analyze the data and test the raised hypotheses, the following

tools were applied:

>

>

Descriptive statistics were generated in order to get the characteristics of the sample.
Cronbach’s Alfa test was used in order to check reliability and internal consistency of
applied scales.

Shapiro-Wilk test was used in order to check the normality of distribution.

Mann-Whitney U test was applied to test the differences between the means and
compare different groups of individuals based on demographic variables.

Pearson and Spearman correlation (rs) tests were used for investigation of the existence
of relationship between two variables (Gravetter & Forzano, 2006).

Multiple Regression test was applied to examine the relationship between two specific
variables while controlling the influence of the third one (Gravetter & Forzano, 2006).
In this case, the tool was applied to measure the moderation effect of LOC in the
relationship between transformational leadership and IWB, as well as transactional

leadership and IWB.
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Empirical Research Findings

The following section presents the results of empirical research that was conducted in
order to answer the major research question of the thesis. This chapter covers overview of
descriptive statistics of the sample, reliability analysis of applied scales and hypothesis
testing by application of correlation and regression analysis. The chapter is finalized by
summary of the major findings.

The collection of data took 2 weeks, from 13" October, 2016 until 27" October, 2016.
In order to ensure 1 response per person, the online questionnaire had a limitation of one
response per IP address. The data collected from two different language questionnaires was
combined into one database and processed through SPSS.
Descriptive statistics

111 individual responses were collected; however, only 106 respondents have fully
completed the questionnaire. Thus, by applying complete case analysis method, in the
research only 106 respondents’ answers were statistically processed. The respondent profile
is presented in Table 12.

Table 12. Respondent profile

Responc_jer_]t Result
characteristics
Number of
Percentage
respondents
Age Under 25 years 11 10.4 %
25-40 years 85 80.2 %
Over 40 years 10 9.4 %
Gender Male 62 58.5%
Female 44 41.5%
Education Unfinished higher education 7 6.6%
! Higher education 99 93.4%

Source: prepared by author based on collected data

Out of 106 respondents, 58.5% were male and remaining respondents (41.5%) were
female. All respondents had higher education, or were in progress of receiving a degree. In

terms of age, the largest group of respondents was between 25-40 years old (80.2%), whereas
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the remaining respondents were almost equally distributed between the other two age groups

- 10.4% were under 25 years, and 9.4% were over 40 years.

Reliability analysis of scales

Before moving on to hypothesis testing with correlation and regression analysis, it is

important to determine the extent to which the items from applied scales are consistent with

each other, and are working in the same direction (Punch, 2000). In order to check the

internal consistency and reliability of applied scales, Cronbach’s Alfa scores were calculated.

This particular test produces values between 0 and 1.00, with a higher score indicating higher

degree of internal consistency and reliability (Gravetter & Forzano, 2006). According to

Hinton, McMurray & Brownlow (2004), for the scale to be considered reliable and

consistent, the score of Cronbach’s Alfa should be > 0.6.

The results of reliability test are provided in Table 13.

Table 13. Reliability test results

Cronbach’s

Number of items

Scale Alfa (a) value in the scale Action
IWB 0,864 10 items All 10 items are
kept in the analysis
opportunity exploration 0,667 2 items Accepted
idea generation 0,770 3 items Accepted
idea championing 0,749 2 items Accepted
idea implementation 0,757 3 items Accepted
Transformational Leadership 0,936 10 items K All .10 Items are
ept in the analysis
individualized consideration 0,896 4 items Accepted
intellectual stimulation 0,859 2 items Accepted
inspirational motivation 0,759 2 items Accepted
Idealized influence 0,878 2 items Accepted
4 items are kept in
Transactional Leadership NOt 6 items the analysis,
applicable* however, as
separate constructs
contingent reward 0,670 2 items Acceptgd asa
separate dimension
management by exception . Re.JECtEd due to Alfa
(active) 0,461 2 items being lower than 0.6
threshold
management by exception 0,702 2 items Accepted as a
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(passive) separate dimension
contingent rewarc_l M Rejected due to very
management by exception
. . low Alfa score (two
(passive)(overall Cronbach ‘s . . .
0,204 4 items dimensions cannot
Alfa after removal of .
. be combined for
management by exception averaging)
(active)) ging
Not All 6 items are kept
Locus of Control . 6 items in the analysis as
applicable
separate constructs
Accepted with
Internal control (Internal LOC) 0,593 3 items _I|m|tat|on (small
difference from the
threshold)
Chance (External LOC) 0,710 3 items Accepted

* - The overall Cronbach’s Alfa for Transactional leadership was not possible to calculate, as one
dimension has generated lower score than allowed, while the remaining two dimensions generated a
low combined score. Thus, in order to ensure higher reliability, the remaining two dimensions were
kept as separate constructs.

Source: prepared by author based on results generated from SPSS

The Innovative Work Behavior (IWB) scale consisted of 10 items developed by De
Jong & Den Hartog (2008), and was measuring four main dimensions of the IWB construct.
The first dimension - opportunity exploration - was measured by two items that generated the
score of 0,667; idea generation was measured by three items and generated the score of
0,770; idea championing was measured by two items and resulted in Cronbach’s Alfa of
0,749; finally, idea implementation was measured by three items and generated the score of
0,757. The overall Cronbach’s Alfa for all ten items is 0,864 meaning that applied scale can
be considered reliable; thus, no items should be removed from the analysis.

Transformational leadership scale consisted of 10 items from MLQ 5X of Bass
(1985). Individualized consideration was measured by 4 items and has generated a score of
0,896; intellectual stimulation resulted in a score of 0,859, inspirational motivation — 0,759,

and, finally, idealized influence — 0,878. The overall Cronbach’s Alfa score for
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transformational leadership construct is 0,936, which is considered as highly reliable.
Therefore, none of the items needed to be removed from the analysis.

Transactional leadership scale was measured by six items from MLQ 5X of Bass
(1985). Contingent reward has generated a score of 0,670, management by exception (active)
— 0,461; management by exception (passive) - 0,702. Since one of the dimensions has
generated a low reliability score, the scale needed to be adjusted towards higher reliability by
removing low reliability item of active management by exception. If contingent reward
dimension is combined together with passive management by exception, the Cronbach’s Alfa
is only 0,204, which is not acceptable for the analysis. Thus, transactional leadership scale
cannot be presented as an average of these two dimensions. However, two dimensions
generate acceptable reliability scores separately from each other. Therefore, two dimensions
constituting transactional leadership can be accepted for the analysis as separate constructs.

Locus of Control scale was measured by 6 items from scale of Lumpkin (1985).
Internal control (Internal LOC) was measured by three items and has generated Cronbach’s
Alfa of 0,593, which is slightly lower than acceptability threshold of 0.6. Since the difference
is not substantial, the item will be kept in the analysis, however, it will be regarded as a
limitation to the research. Chance dimension (External LOC) was measured by three items
and generated 0,726 score, which is considered to be a good reliability.

Based on the results of the reliability test, it can be concluded that two applied scales
(IWB and transformational leadership) are reliable, and do not require any removal of items.
In terms of Locus of Control scale, the internal control dimension was kept in the analysis,
however, its’ slightly lower reliability will be considered as a limitation to the research.
Transactional leadership scale needed adjustment towards higher reliability; therefore, one
dimension (active management by exception) was removed from further analysis, and the

remaining two dimensions (contingent reward and passive management by exception) were
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kept as separate constructs. This decision required change in the conceptual model, thus, it
was revised accordingly and several more supporting hypotheses (H2a, H2b, H4a, H4b, H8a,
H8b) were added.

The updated conceptual model is presented in Figure 5.

Figure 5. Revised conceptual model

e Management
by exception

H3 H5 H6 H4
» |nternal LOC External LOC 4---- -
: :< "7 Haa iH4b
1 | ' !
Transformational H7 HIS Hsai Heb E Transactional
Leadership ! ! Leadership
1
1 1
H1 Innovative . 1| e Contingent
Work g Reward
Behavior :
1
¥y

(passive)
Source: prepared by author
The updated list of hypotheses is presented in Table 14.
Table 14. Updated list of hypotheses
Hypotheses Notes
H1 | Transformational Leadership has a positive relationship with IWB.
H2 | Transactional Leadership has a positive relationship with IWB. *** H2 can be
H2a | Contingent Reward has a positive relationship with IWB. confirmed only, if
Passive Management by exception has a positive relationship | H2a and H2b are
H2b | with IWB. confirmed
simultaneously.

H3 Transformational leadership has stronger positive relationship with Internal LOC,
comparing to External LOC.

H4 Transactional Leadership has stronger positive relationship with *** H4 can be
External LOC, comparing to Internal LOC. confirmed only, if
Hda Contingent Reward has stronger positive relationship with H4a and H4b are
External LOC, comparing to Internal LOC. confirmed
Hab Passive management by exception has stronger positive simultaneously.
relationship with External LOC, comparing to Internal LOC.

H5 | Internal LOC has a positive relationship with IWB.
H6 | External LOC has a positive relationship with IWB.
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H7 | Leadership and IWB in such a way, that positive relationship

LOC moderates the relationship between Transformational

between the two constructs is stronger when LOC is Internal.

*** H8 can be

LOC moderates the relationship between Transactional Leadership confirmed only, if
H8 | and IWB in such a way, that positive relationship between the two H8a and H8b are
constructs is stronger when LOC is External. confirmed

simultaneously.

LOC moderates the relationship between Contingent
Reward and IWB in such a way, that positive relationship

Hga between the two constructs is stronger when LOC is
External.
LOC moderates the relationship between Passive

H8b management by exception and IWB in such a way, that

positive relationship between the two constructs is stronger
when LOC is External.

Source: prepared by author

After completion of reliability analysis, several new variables were created in SPSS in

order to present the averages of respective items:

A variable of innovative work behavior was created by averaging all 10 items of four
main dimensions of IWB.

Four variables were created by averaging scores for each IWB dimension separately -
opportunity exploration, idea generation, idea championing, idea implementation.

A variable of transformational leadership was created by averaging all 10 items of four
main dimensions of transformational leadership.

Four variables were created by averaging scores for each transformational leadership
dimension separately - individualized consideration, intellectual stimulation,
inspirational motivation, idealized influence.

Two variables were created by averaging scores for each transactional leadership
dimension separately — contingent reward, passive management by exception.

A variable was created by averaging 3 items of Internal LOC construct.

A variable was created by averaging 3 items of External LOC construct.

The computed variables were applied for further analysis.
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Analysis of distribution normality

In order to assess normality of distribution, Shapiro-Wilk test was carried out.
Particularly this test is considered to be more applicable for analysis of samples up to n =
2000, and is considered by many researchers to be more powerful comparing to the
alternatives (Saculinggan & Balase, 2013).

Summary of results of distribution normality test is presented in Table 15.

Table 15. Shapiro-Wilk test results of distribution normality

Scale St?\';:/s)tlc Sig. Result
Innovative work behavior 0,986 0,342 Normal
Opportunity exploration 0,925 0,000 Significantly different from normal
Idea generation 0,960 0,003 Significantly different from normal
Idea championing 0,956 0,001 Significantly different from normal
Idea implementation 0,961 0,003 Significantly different from normal
Transformational leadership 0,974 0,033 Significantly different from normal
Individualized consideration 0,960 0,003 Significantly different from normal
Intellectual stimulation 0,914 0,000 Significantly different from normal
Inspirational motivation 0,949 0,000 Significantly different from normal
Idealized influence 0,937 0,000 Significantly different from normal
Contingent reward 0,949 0,000 Significantly different from normal
Management by exception (passive) 0,979 0,086 Normal
Internal control (Internal LOC) 0,942 0,000 Significantly different from normal
Chance (External LOC) 0,976 0,051 Normal

Source: prepared by author based on results generated from SPSS (ref. Appendix 3)
Statistically, the distribution can be regarded as normal, if p value (Sig. in Table 15) is
> (0,05. Based on this threshold, only three scales has generated scores higher than 0,05 —
IWB (W=0,986, Sig. = 0,342), passive management by exception (W=0,979, Sig.=0,086) and
external LOC (W=0,976, Sig.= 0,051). Other scales have generated scores lower than 0.05
threshold, and thus, are considered to be significantly different from normal distribution. This
way, Pearson’s correlation will be applied for the pairs of constructs with normal distribution,

and Spearman’s correlation method will be applied for the remaining items.
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Comparison of means

With aim to identify whether there is a difference between divergent groups of
individuals with respect to demographic variables, a comparison of means was carried out.

The descriptive statistics have shown that all respondents had higher education, or
were in progress of receiving a degree. Subsequently, the analysis of means with respect to
education would not indicate any difference between these two groups, as they are extremely
similar in nature. Therefore, education variable was not analyzed in this matter.

What goes for age, the vast majority of respondents (80.2%) belongs to the same age
group of 25-40 years, meaning that comparison based on age would also not yield any results.

Final variable — gender - represents two independent samples of male (58.5%) and
female (41.5%) respondents. In this case, Mann-Whitney U test is applicable for comparison
of means between two groups. Statistically, the difference between two samples can be
regarded as significant, if Sig. < 0.05.

The results of Mann-Whitney U test are summarized in Table 16.

Table 16. Results of Mann-Whitney U test

M| e | e

Innovative work behavior 53,73 53,18 0,928 No difference
Opportunity exploration 48,26 60,89 0,034 Significant difference

Idea generation 53,35 53,72 0,951 No difference

Idea championing 54,16 52,57 0,790 No difference

Idea implementation 55,71 50,39 0,376 No difference

Transformational leadership 55,83 50,22 0,354 No difference

Individualized consideration 56,10 49,83 0,295 No difference

Intellectual stimulation 54,23 52,48 0,771 No difference

Inspirational motivation 54,18 52,55 0,785 No difference

Idealized influence 55,45 50,75 0,436 No difference

Contingent reward 54,61 51,93 0,656 No difference

Management by exception (passive) 50,63 57,55 0,250 No difference
Internal control (Internal LOC) 58,49 46,47 0,045 Significant difference

Chance (External LOC) 56,35 49,48 0,254 No difference

Source: prepared by author based on results generated from SPSS
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Based on results of Mann-Whitney test, there is a significant difference between male
and female respondents in terms of opportunity exploration (Sig. = 0,034 < 0.05). According
to the results, women are more likely to explore new opportunities at work comparing to their
male colleagues.

Another significant difference was found with respect to Internal LOC (Sig. = 0,045 <
0.05). The results indicate that men are more likely to have higher Internal LOC than women.

The remaining items did not yield any significant results, as all scores show Sig. >
0.05, meaning that there is no significant difference between women and men with respect to
these constructs.

Correlation analysis

Based on normality tests results, both Pearson’s and Spearman’s correlations were
applied to test the respective relationships between variables. The interpretation of correlation
coefficients is defined based on Evans (1996) categorization: [0.00 - 0.19] - “very weak”;
[0.20 - 0.39] - “weak”; [0.40 - 0.59] - “moderate”; [0.60 - 0.79] - “strong”; [0.80 - 1.0] -
“very strong”.

Correlation between Transformational Leadership and IWB

Spearman’s correlation test was applied in order to identify relationship between
transformational leadership and IWB, as well as between components of the two constructs.
The results are presented in Table 17.

Table 17. Correlation between Transformational Leadership and IWB

Construct Transformat?onal Indivjduali;ed In-tellect_ual Inspiratignal ]dealized

Leadership consideration stimulation motivation influence
IWB Rho=0,182* Rho=0,150 Rho=0,213"" | Rho=0,124 | Rho=0,182*

Sig. (2-tailed) 0,061 0,125 0,028 0,204 0,062

Opportunity Rho=0,057 Rho=0,068 Rho=0,088 Rho=0,054 Rho=0,056
Exploration Sig.=0,564 Sig.=0,489 Sig.=0,369 Sig.=0,580 Sig.=0,565
Idea Rho=0,150 Rho=0,144 Rho=0,153 Rho=0,112 Rho=0,146
Generation Sig.=0,126 Sig.=0,141 Sig.=0,117 Sig.=0,252 Sig.=0,136
Idea Rho=0,161* Rho=0,110 Rho=0,181* | Rho=0,089 | Rho=0,183*
Championing Sig.=0,100 Sig.=0,263 Sig.=0,064 Sig.=0,365 Sig.=0,060
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|dea Rho=0,186* | Rh0=0,138 | Rh0=0,244** | Rho=0,152 | Rho=0,163*
Implementation | Sjg.=0,056 Sig.=0,160 | Sig.=0,012 | Sig.=0,120 | Sig.=0,095

* - relationship is statistically significant at Sig. < 0.1 (90% confidence level)
** _ relationship is statistically significant at Sig. < 0.05 (95% confidence level)

Source: prepared by author based on results generated from SPSS (ref. Appendix 4)

According to the results, transformational leadership shows very weak positive
relationship with IWB (Rho=0,182, Sig = 0,061). The statistical significance can be
confirmed at Sig.<0.1 (90% confidence level), but cannot be confirmed at Sig.<0.05 (95%
confidence level), which should be taken into account. Hereby, H1 is supported, however,
with caution of 90% confidence level, which should be taken into account as a partial
limitation.

The components of transformational leadership show different correlation results with
respect to IWB. Intellectual stimulation has a positive weak and statistically significant
relationship with IWB (Rho=0,213, Sig = 0,028) at 95% confidence level; idealized influence
has a very weak and statistically significant relationship with IWB (Rho=0,182, Sig = 0,062)
at 90% confidence level. The remaining two dimensions of transformational leadership —
individualized consideration (Rho=0,150, Sig = 0,125) and intellectual stimulation
(Rho=0,124, Sig = 0,204) — show statistically insignificant relationship with IWB.

The examination of relationship between transformational leadership and IWB
component-wise shows that transformational leadership has a very weak positive relationship
with idea championing (Rho=0,161, Sig.=0,100) and idea implementation (Rho=0,186,
Sig.=0,056). Both relationships can be considered significant only at 90% confidence level.

Among the components of transformational leadership, intellectual stimulation shows
correlation with idea championing (Rho=0,181, Sig = 0,064) and idea implementation
(Rho=0,244, Sig = 0,012). The relationship with idea championing is very weak, and is
considered significant only at 90% confidence level; whereas positive relationship with idea

implementation is weak and statistically significant at 95% confidence level. Similarly,
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idealized influence shows relationship with the same IWB dimensions - idea championing
(Rho=0,183, Sig = 0,060) and idea implementation (Rho=0,163, Sig = 0,095). Both
relationships are positive, very weak, and statistically significant at 90% confidence level.

Correlation between Transactional Leadership components and IWB

The relationships between components of transactional leadership and IWB were
examined by applying both Pearson’s and Spearman’s correlation tests. Pearson’s correlation
was used to test the relationship between management by exception (passive) and IWB, since
both constructs had normal distribution. Contingent reward construct did not have normal
distribution, therefore, its relationship with IWB was tested by Spearman’s correlation. The
results are presented in Table 18.

Table 18. Correlation between Transactional Leadership components and IWB

Construct Contingent Reward Management by exception (Passive)
IWB Rho=0,247** Rho=0,143
Sig. (2-tailed) 0,011 0,143
Opportunity Exploration . Rh9:0’082 i Rh9:0,119
Sig.(2 tailed) =0,403 Sig.(2 tailed) = 0,225
Idea Rho=0,218** Rho=0,236**
Generation Sig.(2 tailed) =0,025 Sig.(2 tailed) =0,015
Idea Championing . Rho_:0,202** : Rh9:0,106
Sig.(2 tailed) =0,038 Sig.(2 tailed) =0,278
Idea Implementation _ Rho=0,221** _ Rho=0,051
Sig.(2 tailed) =0,023 Sig.(2 tailed) =0,603

* - relationship is statistically significant at Sig.<0.1 (90% confidence level)
** - relationship is statistically significant at Sig.<0.05 (95% confidence level)
Source: prepared by author based on results generated from SPSS (ref. Appendix 4)

Based on the results, there is a positive correlation between Contingent Reward
practice and IWB (Rho=0,247, Sig = 0,011) meaning that H2a can be supported. The
relationship is weak, however, statistically significant at 95% confidence interval.

Management by exception (passive) does not show statistically significant
relationship with IWB (Rho=0,143, Sig = 0,143), therefore, H2b is rejected.

Regarding H2 (“Transactional Leadership has a positive relationship with IWB.”), it

can be supported only if H2a and H2b are both supported simultaneously. In this case, H2a
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was supported on 95% confidence level, whereas, H2b was rejected. Thus, based on results of
both H2a and H2b, H2 is rejected.

If examining component-wise, the results indicate that contingent reward practice has
weak positive relationships with three out of four IWB components — idea generation
(Rho=0,218, Sig = 0,025), idea championing (Rho=0,202, Sig = 0,038) and idea
implementation (Rho=0,221, Sig = 0,023). Alternatively, management by exception (passive)
has a weak positive relationship only with idea generation (Rho=0,236, Sig = 0,015). All
indicated relationships are statistically significant on 95% confidence level.

Correlation between Leadership and LOC

In order to check the relationship between leadership styles and different types of
LOC, both Pearson and Spearman correlation tests were applied. The relationship between
external LOC and management by exception (passive) was tested by Pearson’s correlation,
since both constructs had normal distribution. The remaining constructs did not have normal

distributions, therefore, they were tested by Spearman’s correlation. The results are presented

in Table 19.

Table 19. Correlation between Leadership and LOC

Construct Internal LOC External LOC
Transformational Leadership _ Rho=0,298™** _ Rho=0,112
Sig.(2 tailed) =0,002 Sig.(2 tailed) = 0,252
Individualized consideration _ Rho=0,259** . Rho=0,129
Sig.(2 tailed) = 0,007 Sig.(2 tailed) =0,187
Intellectual stimulation _ Rho=0,229"* . Rho=0,152
Sig.(2 tailed) =0,018 Sig.(2 tailed) =0,119
Inspirational motivation . Rho_=0,216** . Rh(.):O’OOZ
Sig.(2 tailed) =0,026 Sig.(2 tailed) =0,987
Idealized influence . Rho:_0,286*** . thzo, 087
Sig.(2 tailed) =0,003 Sig.(2 tailed) =0,373
Rho=0,256*** Rho=0,154

Contingent Reward

Sig.(2 tailed) =0,008

Sig.(2 tailed) =0,116

Management by exception (passive)

Rho=0,145
Sig.(2 tailed) = 0,139

Rho=0,299***
Sig.(2 tailed) = 0,002

* - relationship is statistically significant at Sig.<0.10 (90% confidence level)
** - relationship is statistically significant at Sig.<0.05 (95% confidence level)
*** _ relationship is statistically significant at Sig.<0.01 (99% confidence level)

Source: prepared by author based on results generated from SPSS (ref. Appendix 4)
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Transformational leadership and its respective components (individualized
consideration, intellectual stimulation, inspirational motivation and idealized influence) show
positive weak, however statistically significant correlation with Internal LOC. The same
constructs did not show any statistically significant correlation with External LOC, as all
indicators showed Sig. >0.05 and coefficients below 0.2. This way, it can be concluded that
transformational leadership has a stronger positive relationship with Internal LOC, which
means that H3 is supported.

In terms of transactional leadership, the analysis was conducted separately for each
dimension. Interestingly, contingent reward, being the core dimension of transactional
leadership, has generated a positive weak, but statistically significant correlation with internal
LOC (Rho = 0,256, Sig. = 0,008) at 99% confidence interval, whereas its relationship with
external LOC (Rho = 0,154, Sig. = 0,116) is statistically insignificant. This way, H4a, stating
that contingent reward has stronger relationship with external LOC, is rejected.

Management by exception (passive), on the contrary, has statistically significant
correlation with External LOC (Rho = 0,299, Sig. = 0,002) at 99% confidence interval, and
statistically insignificant relationship with internal LOC (Rho = 0,145, Sig. = 0,135). Hereby,
H4b stating that passive management by exception has stronger relationship with external
LOC, is confirmed.

H4 can be confirmed only if both components of transactional leadership show
stronger relationship with External LOC simultaneously. The results indicate that passive
management by exception has a stronger relationship with External LOC, however,
contingent reward, on the contrary, shows stronger relationship with Internal LOC. This
means, that it cannot be concluded that transactional leadership has stronger relationship with

external LOC. Subsequently, H4 is rejected.
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Correlation between LOC and IWB

The relationships between different types of LOC and IWB were examined by
applying both Pearson’s and Spearman’s correlation test. Pearson correlation was used to
identify relationship between external LOC and IWB, as distributions of both constructs were
normal. Spearman’s correlation was used to test the remaining pairs. The results are
presented in Table 20.

Table 20. Correlation between LOC and IWB

Construct Internal LOC External LOC
IWEB _ Rh9:0,091 . Rho_ =0,111
Sig.(2 tailed) =0,354 Sig.(2 tailed) = 0,257
Opportunity Rho=0,001 Rho=0,027
Exploration Sig.(2 tailed) =0,988 Sig.(2 tailed) =0,785
Idea Rho=0,200** Rho=0,114
Generation Sig.(2 tailed) =0,040 Sig.(2 tailed) = 0,245
Idea Rho=0,011 Rho=0,086
Championing Sig.(2 tailed) =0,911 Sig.(2 tailed) =0,379
Idea Rho=0,015 Rho=0,083
Implementation Sig.(2 tailed) =0,879 Sig.(2 tailed) =0,395
Internal LOC Rho=1.000 sig (E?a‘;g(%og%’g%
External LOC Sig. (s?a‘i’g(%’og%’%s Rho=1.000

** - relationship is statistically significant at Sig.<0.05 (95% confidence level)
Source: prepared by author based on results generated from SPSS (ref. Appendix 4)

The analysis of relationship between Internal LOC and External LOC indicates an
absolute absence of correlation between the two constructs (Rho=-0,004, Sig. = 0,965). Also,
according to the results, neither internal LOC (Rho=0,091, Sig = 0,354), nor external LOC
(Rho=-0,111, Sig = 0,257) has shown statistically significant relationship with IWB. This
way, the hypotheses that internal LOC (H5) and external LOC (H6) are positively correlated
with IWB are rejected.

If examining component wise, internal LOC has a statistically significant relationship

with one component of IWB - idea generation (Rho=0,200, Sig. = 0,040). The relationship is
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weak, however, statistically significant at 95% confidence interval. What goes for external
LOC construct, it does not show any significant relationship with any of IWB dimensions.
Multiple regression analysis

Multiple regression analysis represents a tool that is applied for analysis of
relationship between a single dependent variable and several independent (predictor)
variables (Hair, Black, Babin & Anderson, 2010). By adding predictor variables one at a time
into the regression analysis, it is possible to observe how each additional variable contributes
to the prediction after the influence of the earlier independent variables has already been
taken into account (Gravetter & Forzano, 2006).

In this research, multiple regression technique is applied for testing the moderation
effect of LOC in the relationship between transformational leadership and IWB (H7), as well
as between components of transactional leadership and IWB (H8a and H8b). Moderation
term (also known as interaction effect) implies that independent-dependent variable
relationship is being affected by another independent variable in a way that it changes the
form of the initial relationship (Hair, Black, Babin & Anderson, 2010).

The moderator represents a compound variable formed by multiplying the
independent variable X1 by moderator Xz, which is eventually entered into the regression
equation (Hair, Black, Babin & Anderson, 2010). Therefore, several additional variables were
generated in SPSS that represent the interactions between transformational leadership and
internal LOC (TFLxINLOC), contingent reward and external LOC (CRxEXLOC), and
management by exception (passive) and external LOC (MPXEXLOC).

To determine whether the moderator effect exists and is significant, it is necessary to
estimate the original (unmoderated) equation and afterwards a separate moderated equation
for comparison (Hair, Black, Babin & Anderson, 2010). For this purpose, several regression

models were prepared (see Appendix 5):
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Model 1A: Unmoderated equation of transformational leadership, internal LOC and
IWB as dependent variable;

Model 1B: Moderated equation of transformational leadership, internal LOC, IWB as
dependent variable, and interaction variable of TFLXINLOC (moderator);

Model 2A: Unmoderated equation of contingent reward, management by exception
(passive), external LOC and IWB as dependent variable;

Model 2B: Moderated equation of contingent reward, management by exception
(passive), external LOC and IWB as dependent variable, and interaction variables of
CRXEXLOC and MPXEXLOC.

Assumptions

Prior to conducting a multiple regression analysis, several pre-conditions must be

tested in order to avoid wrong validity estimates and ensure that results truly represent the

sample. According to Hair, Black, Babin & Anderson (2010), these conditions are

represented by the following assumptions:

linearity of the relationship between dependent and independent variables;
normality of error distribution;

homoscedasticity;

independence of errors;

absence of multicollinearity between independent variables.

The first assumption - linearity of the relationship between dependent and

independent variables — is checked by assessment of residuals and partial regression plots,

which illustrate the relationship between single independent and dependent variable (Hair,

Black, Babin & Anderson, 2010). In this case, the scatterplots resemble linear relationships

(see Appendix 6), therefore, this assumption is confirmed.
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The second assumption - normality of error distribution - is checked by visual
examination of the normal probability plots of the residuals (Hair, Black, Babin & Anderson,
2010). All four models have normal probability plots of the residuals, as residual line is
closely following the diagonal (see Appendix 7). Hereby, this assumption is confirmed.

The third assumption of homoscedasticity implies constant (equal) variance of errors
across all levels of independent variables (Osbourne & Waters, 2002). Homoscedasticity is
checked by visual examination of a plot of the standardized residuals (errors) by the
regression standardized predicted value (Hair, Black, Babin & Anderson, 2010). If residuals
are randomly located around O (the horizontal line) in a way that they provide a relatively
even distribution, then homoscedasticity can be confirmed. Based on the generated plots (see
Appendix 8), this assumption is confirmed.

Fourth assumption - independence of errors — can be assessed based on Durbin-
Watson statistic. According to Ho (2013), residuals are considered uncorrelated if Durbin-
Watson statistic is close to 2, and the acceptable range is 1.5 < d < 2.5. Based on the results,
all statistics are close to 2 (see Table 20 and 21), therefore, the assumption of independence
of errors is confirmed.

Fifth assumption — absence of multicollinearity between independent variables — can
be assessed based on Variance Inflation Factor (VIF): if values are more than 10, then there
is a strong evidence of multicollinearity (Hair, Black, Babin & Anderson, 2010). Model 1A
and 2A show VIF close to 1, which is considered a good indicator of absence of
multicollinearity. In Model 1B and 2B VIF scores are high, however, it is easily explained by
the presence of interaction variables. This fact does not impact the analysis, as it is logical to
observe multicollinearity between independent and interaction variables, since independent

variables form the interactions, and thus, will show strong correlation with them.
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To conclude, all five assumptions were supported, therefore, it is possible to conduct
multiple regression analysis and interpret the generated results.

Results of analysis

The comparison of the first two models (1A and 1B) examining the moderation
effects of internal LOC is presented in Table 21.

Table 21. Results of multiple regression (moderation of Internal LOC)

Std. .
2 R Sig. F .-
Model: B Sig. VIF R R? R. Error of Square Change Durbin
(adj.) the Watson
- Change
Estimate
1A.
Dependent: - IWB
Predictors: 0,230* 0,053 0,034 0,72884 0,053 0,061 1,997
TEL 0,095 0,156 1,087
INLOC 0,118 0,152 1,087
1B.
Dependent: IWB
Predictors: a 0,7323
- TFL 0,045 0,909 37.302 0,230 0,053 0,025 4 0,053 0,134 2,003
INLOC 0,070 0,857 22,656
TFLXINLOC 0,010 0,897 74,568

Note: IWB = Innovative Work Behavior
TFL =Transformational leadership
INLOC = Internal LOC
TFLx INLOC = interaction between Transformational leadership and Internal LOC

Source: prepared by author based on results generated from SPSS

According to Hair, Black, Babin & Anderson (2010), if change in R? is significant,
then the moderation effect is present. When comparing results for model 1A and 1B, it is
clear that several indicators - R, R?, and R? change - have not changed when the interaction
variable was added. Model 1A can be considered statistically significant at 90% confidence
interval (Sig.=0,061), however, if analyzing component-wise, neither transformational
leadership (B=0,095, Sig.=0,156), nor internal LOC (B=0,118, Sig.=0,152) serves as a
significant predictor for dependent variable (IWB). Model 1B illustrates that once the
interaction variable is added, the model becomes insignificant (Sig.= 0,134). Therefore,
interaction of TFLXINLOC does not change the relationship between independent and
dependent variables, meaning that multiple regression analysis does not show any moderation

effect of internal LOC on the relationship between transformational leadership and IWB. This
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way, H7 is rejected.
The comparison of the next two models (2a and 2b) examining the moderation effects
of external LOC is presented in Table 22.

Table 22. Results of multiple regression (moderation of External LOC)

R? Std. Error R Sig. F Durbin-
Model: B Sig. VIF R R? (adj.) of the Square Change Watson
J: Estimate Change
2A.
Dependent: IWB
Predictors: o128 | oooz | 1100 | 272 | 0074 | 0047 | 072426 | 0074 | 0049 | 2003
MP 0,106 0,078 1,182
EXLOC 0,013 0,850 1,162
2B.
Dependent: IWB
Predictors:
- CR 0,028 0,876 11,723 | (279
MP 0,132 0,465 10,648 " 0,078 ,032 0,72992 0,078 0,145 1,995
EXLOC -0,068 0,826 | 23,030
CRXEXLOC 0,027 0,560 25,181
MPXEXLOC -0,009 0,840 | 24,606

Note: CR = contingent reward
MP = Management by Exception
EXLOC = External LOC
CRXEXLOC = interaction between contingent reward and External LOC
MPXEXLOC = interaction between passive management by exception and External LOC

Source: prepared by author based on results generated from SPSS

The comparison of Model 2A and 2B shows that R, R? and R? change have almost no
change after addition of interactions, whereas R2 (adj.) has extremely small decrease which
could be attributed to change in the number of variables in the model.

Model 2A indicates that contingent reward (B=0,128, Sig.=0,023) and management
by exception (passive) (B=0,106, Sig.=0,078) can be regarded as statistically significant
predictors of dependent variable (IWB), whereas external LOC is not (B=0,013, Sig.=0,850).
The overall model is significant (Sig.=0,049) at 95% confidence interval. However, Model
2B illustrates that once the interaction variables are added, the regression model becomes
insignificant (Sig.= 0,145), and neither contingent reward, nor passive management by
exception show any stronger prediction power. At this point, it is possible to reject both H8a

and H8b, as moderation effect of external LOC is not observed with respect to contingent
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reward or passive management by exception constructs. Hereby, it can be concluded that
multiple regression analysis does not show any moderation effect of external LOC on the
relationship between overall transactional leadership and IWB. This way, H8 is rejected.
Summary of Empirical Research Findings

Based on performed statistical analysis, the following findings of empirical research
can be summarized:

» There is a significant difference between male and female employees with respect to
two constructs — opportunity exploration and internal LOC. According to the results
of empirical research, women are more likely to explore new opportunities at work
comparing to their male colleagues; whereas, men show higher levels of internal LOC
comparing to women.

» The correlation analysis indicates that transformational leadership has shown very
weak positive relationship with IWB, therefore, H1 is supported, but only at 90%
confidence level. The strongest relationship was found with two components - idea
championing and idea implementation. Component-wise, only two out of four
elements of transformational leadership — idealized influence and intellectual
stimulation - have shown positive correlation with IWB. To be precise, intellectual
stimulation shows correlation with idea championing and idea implementation.
Similarly, idealized influence shows relationship with the same IWB dimensions -
idea championing and idea implementation.

» H2a (contingent reward has a positive relationship with IWB) was supported on 95%
confidence level, and H2b (passive management by exception has a positive
relationship with IWB) was rejected. Thus, H2 (transactional leadership has a positive
relationship with IWB) was rejected. If examining component-wise, the results

illustrate that contingent reward practice has weak positive relationships with three
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out of four IWB components — idea generation, idea championing and idea
implementation. Alternatively, passive management by exception has a weak positive
relationship only with idea generation.

Transformational leadership and its respective components (individualized
consideration, intellectual stimulation, inspirational motivation and idealized
influence) show positive weak, however statistically significant correlation with
internal LOC. The same constructs did not show any statistically significant
correlation with external LOC. This way, H3 stating that transformational leadership
has stronger relationship with internal LOC, is supported.

Contingent reward dimension of transactional leadership has a positive weak, but
statistically significant correlation with internal LOC, while its relationship with
external LOC is weaker and is statistically significant only at 90% confidence
interval. Subsequently, H4a (contingent reward has stronger relationship with external
LOC) is rejected. At the same time, management by exception (passive) has
statistically significant correlation with external LOC, and weaker relationship with
internal LOC, meaning that H4b (passive management by exception has stronger
relationship with external LOC) is supported. Since only one out of two components
of transactional leadership has stronger relationship with external LOC, H4
(transactional leadership has stronger relationship with external LOC) is rejected.
There is an absence of correlation between internal LOC and external LOC. Neither
internal LOC, nor external LOC has showed statistically significant relationship with
IWB. The hypotheses that internal LOC (H5) and external LOC (H6) have positive
relationship with IWB are rejected. Component-wise, internal LOC has a statistically
significant relationship with one component of IWB - idea generation. What goes for

external LOC construct, it does not show any significant relationship with any of IWB
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dimensions.

» HT7 is rejected, as multiple regression analysis did not show any moderation effects of
internal LOC on the relationship between transformational leadership and IWB.

» H8, H8a and H8b are rejected as multiple regression analysis did not show any
moderation effects of external LOC on the relationship between components of
transactional leadership and IWB.

» As both H7 and H8 were rejected, it can be concluded that Locus of Control does not
serve as a moderator in the relationship between transformational leadership and

IWB, as well as between transactional leadership and IWB.
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Discussion

The following section presents the discussion of empirical research findings with
respect to current body of knowledge. This section focuses on theoretical as well as
managerial implications of discovered results with respect to raised hypotheses. The chapter
is finalized by discussion of limitations of the current study as well as suggestions for further
research.

The main question of the thesis was to find out the role of locus of control in the
relationship between two major leadership styles — transformational and transactional - and
IWB. Based on the results of this study, there is no empirical evidence of any impact of locus
of control on the discussed relationships. The research did not show any direct relationship
between LOC and IWB, as well as confirmed the absence of moderation effect of this
personality variable on the relationship between leadership styles and IWB. The results will
be discussed and compared with the findings discussed in the literature review section.
Implications for current theory

The first two hypotheses (H1 and H2) addressed direct relationship between
leadership styles on innovative work behavior. The results indicate that transformational
leadership has a positive, but very weak relationship with IWB. These findings are in line
with literature review findings that provide evidence of both direct (Crawford, 2001; Khan,
Aslam & Riaz, 2012) and indirect (Sharifirad, 2013; Kroes, 2015) positive impact on IWB,
and on organizational innovation overall (Jung, Chow and Wu, 2003). However, it is
important to highlight that at the same time, these findings deviate from the discussed
literature due to low strength of indicated relationship, as other scholars suggest a strong
linkage between the two constructs. A possible explanation for weakness of the whole
relationship can be presented by the fact that only two out of four practices of

transformational leadership (intellectual stimulation and idealized influence) in this study
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have shown positive relationship with IWB, whereas, remaining two elements — inspirational
motivation and individualized consideration - did not show any relationship with IWB. This
deviates from findings of Crawford (2001), who identified in the analysis of five
organizational sources (educational, medical, manufacturing, sales and service), that all four
elements of transformational leadership positively correlate with innovative behavior. The
difference in results can be attributed to specifics of analyzed industry or cultural context,
which leads to a conclusion that in this particular context of analysis, inspirational motivation
and individualized consideration does not play as important role as intellectual stimulation
and idealized influence in stimulating innovative behavior.

The connection between transactional leadership and IWB was analyzed component-
wise. Interestingly, the strongest positive relationship was found between the main element of
transactional leadership - contingent reward practice - and IWB. Comparing with the
literature review, this finding contradicts to the classic arguments of Bass (1985) that
instrumental rewards negatively affect innovative behavior of individuals since it does not
motivate them to perform beyond expectations. However, this finding is in line with works of
Crawford (2001), who has confirmed in his study positive correlation between contingent
reward and IWB, as well as with study of Ramamoorthy, Flood, Slattery & Sardessai (2005),
who have determined that payment (being a classic example of contingent reward) has direct
positive effect on innovative work behavior. Authors suggest that individuals can perceive
innovative behavior as on the job performance rather than discretionary behaviors, and
therefore, can be expecting rewards for innovative activities, such as idea generation and
implementation. This study extend the current literature by presenting additional evidence
that, despite negative approach of some scholars, contingent reward has an important role in
enhancement of innovative work behavior, especially, as the results show, for idea

generation, idea championing and idea implementation activities.
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Even though positive relationship between contingent reward practices with IWB was
confirmed, second analyzed dimension of transactional leadership — passive management by
exception - did not show any connection to the construct. For this reason, the hypothesis that
overall transactional leadership has a positive relationship with IWB was rejected. This is in
line with findings of Crawford (2001) and Turunc, Celik, Tabak & Kabak (2010), who
similarly did not confirm any relationship between transactional leadership as an overall
construct and IWB. Yet, there is a contradiction to studies of Lee (2008) and Si & Wei
(2012), who implied a negative relationship between the constructs, as well as to Khan,
Aslam & Riaz (2012), who determined a positive direct relationship; whereas, this study
confirms positive relationship only with respect to one dimension — contingent reward. The
difference in results between two elements of transactional leadership can be explained by
Full Range Leadership theory of Bass and Avolio (1991) (see Figure 2 on p.22), which
implies that contingent reward is more active and effective practice on the continuum,
comparing to passive management by exception, and therefore, is more likely to have an
effect on IWB. The study extends the knowledge of relationship between leadership and
innovative behavior by illustrating that both transformational and transactional leadership
styles possess certain elements that positively affect IWB. Additionally, it is concluded that
some practices, despite belonging to the same leadership style, may have very much different
impact on the IWB construct.

Further two hypotheses (H3 and H4) addressed direct relationship between leadership
styles and locus of control. The results imply that transformational leadership and its
respective components (individualized consideration, intellectual stimulation, inspirational
motivation and idealized influence) have positive relationship with internal LOC, and show
no relationship with external LOC. These findings are in line with arguments of Howell &

Avolio (1993), whose study illustrate that transformational leadership measures are



EFFECTS OF LEADERSHIP STYLES ON IWB: THE ROLE OF LOC

associated with higher internal locus of control and show a positive relationship with
business-unit performance. One more supporting study was performed by Chen, Li & Leung
(2016), who determined that higher internal LOC weakens the relationship between the
supervisor support and innovative work behavior. The authors explain that individuals with
internal LOC are likely to prefer a leader that is less controlling and provides autonomy for
subordinate’s decision-making. Hereby, this study supports the findings of literature review
that transformational leadership would have stronger effect on individuals with internal LOC,
comparing to their external peers.

In terms of transactional leadership, the results show that contingent reward has
stronger relationship with internal LOC, whereas passive management by exception has
stronger relation to external LOC. According to the Full Range Leadership model of Bass and
Avolio (1991) (see Figure 2 on p.22), contingent reward among all elements of transactional
leadership is the «closest to transformational leadership dimensions on the
activity/effectiveness continuum, therefore, it can serve as a possible explanation why
contingent reward also shows relationship with internal LOC together with other
transformational leadership dimensions. This study adds a conclusion to the findings of
literature review that different leadership practices show specific linkage to certain LOC type,
meaning that their effectiveness can rise, if applied to this specific type of individuals.

Two more hypotheses (H5 and H6) focused on relationship between locus of control
and innovative work behavior. According to the results of this study, neither internal LOC,
nor external LOC has shown statistically significant relationship with IWB. It is important to
pinpoint that component-wise the results have shown that internal LOC has a positive
relationship with one component of IWB - idea generation. This means that individuals with
higher internal LOC are expected to have higher engagement in idea generation process. This

finding contradicts with research of Kaur & Gupta (2016), who have explored the impact of
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personal characteristics on innovative work behavior of 120 teachers in India, and determined
that internal LOC has a positive relationship and is a strong predictor of innovative behavior.
The difference in results can be attributed to the fact, that both studies were performed in
different cultural contexts (India vs. Lithuania) and in different environments (education vs.
business). What goes for external LOC construct, it does not show any significant
relationship with any of IWB dimensions. This is in line with findings of Kaur & Gupta
(2016), who did not confirm in their study any significant relationship between external LOC
and IWB. Hereby, this study adds to the existing literature that impact of locus of control on
IWB can vary with respect to different cultural contexts and environments.

An important finding was derived based on examination of relationship between
internal LOC and external LOC, which illustrates an absolute absence of correlation between
the two constructs. This means that instead of belonging solely to one type, each individual
possesses unique combination of both types of LOC. Moreover, since this study indicates
absolute absence of correlation, it can be concluded that combination of intensities of each
type is very much different with each individual. Comparing with literature review findings,
the results contradict with Rotter’s (1966) classic theory of dichotomy between internal and
external LOC types, as it requires perfect negative relationship to be in place. Yet, the
findings are in line with suggestions of April, Dharani & Peters (2012) regarding existence of
dual control, where one individual can possess both types of LOC and apply them effectively
with respect to different situations. Therefore, this study provides evidence of dual control
concept, which, according to April, Dharani & Peters (2012), is still not yet predominant in
the literature.

One more important question of the research was to examine locus of control as a
moderator in the relationship between leadership styles and IWB (H7 and H8). The study

suggested that internal LOC moderates the relationship between transformational leadership
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and IWB, while external LOC moderates the link the between transactional leadership and
IWB. The literature review presented strong pre-requisites to suggest moderation effect of
LOC, however, this study did not present any empirical evidence of existence of moderation
effect neither from Internal LOC, nor from External LOC side. The result is explained by
absence of direct relationship between both types of LOC and IWB. Also, in this study all
identified correlations were either weak, or very weak, which could also be a potential reason
for no effect detection. Thus, it is suggested to perform further studies in this field and test
the moderation effect in different industries and cultural contexts by applying larger sample.
Practical implications

Besides theoretical value, the empirical research findings also suggest several
practical implications.

To start with, applying combination of two leadership styles’ practices is important, as
certain elements from both styles have shown direct positive relationship with innovative
behavior of employees. Chen & Chen (2007) (as cited in Khan, Aslam & Riaz, 2012) states
that applying both transformational and transactional leadership styles simultaneously can
help achieve more efficient operations and high innovative performance. According to Bass
(1990), leadership practices are possible to learn, therefore, both styles can be developed
within organization by organizing separate training for managers. Such trainings would
provide a possibility to not only evaluate their current leadership style, but eventually
enhance their skills by learning complementing practices (Bass, 1990).

Specifically, the study illustrates importance of contingent reward practice for
innovative work behavior, especially for idea generation, idea championing and idea
implementation processes. Thus, it can be concluded that innovative behavior of employees is
led not only by intrinsic motivation, but also by extrinsic motivation. Hereby, it is crucial that

organization would have a clear motivation system with respect to creative activities, such as
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additional payment, special gifts for best ideas, or any other means of instrumental rewards,
as long as they are valued by the employees.

The study also presents evidence that passive management by exception has a
statistically significant positive relationship with idea generation, meaning that in practical
terms, brainstorming should not be interfered or monitored by management. According to
Sharifirad (2013), leaders may censor follower’s viewpoints that do not conform with their
own beliefs, which eventually increases subordinate dependency and limit innovativeness.
Based on results, it can be concluded that when employees are given enough autonomy to
think through and present new ideas, there is a better chance to develop more creative and
innovative concepts, which otherwise would not arise under strict boundaries and pressure
from management side.

Despite the fact that locus of control did not show any relationship with IWB, the
study confirmed that it has specific linkage with leadership styles. Transformational
leadership and contingent reward practice has stronger bond with internal LOC, meaning that
these types of leadership practices most likely will be more effective to subordinates with
higher internal LOC, whereas, passive management by exception would be more effective for
external peers. Therefore, for leaders and managers it is crucial to keep in mind personal
differences of employees when applying different leadership styles in the workplace, as its’
effectiveness can directly depend on the personality type of subordinates.

Another interesting finding was identified during comparison between male and
female individuals. The results indicate that there is a significant difference between male and
female employees with respect to two constructs — opportunity exploration and internal LOC.
Hereby, women are more likely to explore new opportunities at work comparing to their male
colleagues, meaning, that it is wise to create gender-diversified teams for brainstorming

purposes. Men, in turn, have shown higher levels of internal LOC comparing to women. In
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general, men by their nature are more self-confident and led by belief that outcomes depend
solely on their own actions, especially in the family settings. From the managerial side, these
findings imply that male employees might be more suitable for goal-oriented positions,
whereas, female employees could be effectively engaged in creative works.

Limitations and suggestions for further research

It is important to note several important limitations of this study that might have a
certain impact on the discovered results. To start with, the sample size was relatively small,
and data was collected in a specific cultural context with a focus on one industry, which
could be a potential reason for observing deviating results. Therefore, for future research it is
strongly suggested to gather a larger sample of participants and do comparison within
different cultural contexts, companies or even between several industries.

Secondly, there is a risk that at some point the provided answers of research
participants might have been biased or untruthful, since the questionnaire was highly based
on self-reporting. Further studies can benefit from applying experimental design instead of
survey, which would involve forming two groups of individuals with dominant type of locus
of control, where each group would receive different treatment in the form of specific
leadership style. Afterwards, it would be possible to measure impact of leadership styles on
innovative behavior and compare the results between the groups.

Thirdly, the collected data on Internal LOC construct was used in the analysis despite
the fact that its reliability was slightly lower than the allowed threshold. Also, one dimension
of transactional leadership — active management by exception — was removed from the
analysis due to low reliability, which could also have an impact on the overall results. Finally,
some hypotheses were accepted only at 90% confidence level. However, there is a possibility
that results would reach higher confidence level, if research was carried out with a larger

sample.
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Conclusion

The role of innovative work behavior at workplace and possibilities of its
enhancement continue to be a discussable topic among both practitioners and scholars. In
order to expand the knowledge in this field, the main focus of this study was to examine the
role of particular personality trait - locus of control - in the relationship between
transformational and transactional leadership styles and innovative work behavior.

Literature review has discussed the conceptualizations of innovative work behavior,
leadership styles and locus of control, in a way to provide theoretical grounding for these
concepts’ linkages. The findings of the literature review include:

¢ Evidence that both transformational and transactional leadership styles can
exert positive relationship with IWB. The vast majority of studies imply
that transformational leadership has strong positive effect on IWB,
whereas, effects of transactional leadership can vary from negative to
positive. This indicates the presence of certain moderator elements, which
can affect the direct relationship between leadership and IWB.

% The relationship between leadership and locus of control was illustrated
through the connecting variable — motivation. Literature implies that both
transformational leadership and internal LOC are related to intrinsic
motivation, whereas, transactional leadership and external LOC are linked
to extrinsic motivation of individual.

¢+ Previously discussed linkages allowed hypothesizing that transformational
leadership is more effective for individuals with higher internal LOC, and
transactional leadership — for individuals with external LOC, meaning that
LOC can be a potential moderator in the relationship between leadership

styles and IWB.



EFFECTS OF LEADERSHIP STYLES ON IWB: THE ROLE OF LOC 87

The empirical research aimed to test the LOC construct as a moderator in the
relationship between transformational and transactional leadership and innovative work
behavior, and identify whether individuals with different types of LOC would require specific
leadership styles in order to increase the level of their IWB. The findings are as follows:

% Locus of control does not serve as a moderator in the relationship between
leadership styles and IWB. However, there is a specific connection between
leadership styles and LOC: transformational leadership as well as contingent
reward practice of transactional leadership proved to be correlated with
internal LOC, while, passive management by exception practice was related
to external LOC.

% Neither of the LOC types has shown direct relationship with IWB.

% Transformational leadership and contingent reward practice of transactional
leadership showed a positive relationship with IWB, whereas passive
management by exception practice did not show any relationship.

% There is an absence of any relationship between Internal LOC and External
LOC, meaning that individuals can possess both types of locus of control
simultaneously.

Taking into account the results of empirical study, the following theoretical
implications were derived:

% The study extends the knowledge of relationship between leadership and
innovative behavior by illustrating that both transformational and
transactional leadership styles possess certain elements that positively affect
IWB. Additionally, it is concluded that some practices, despite belonging to
the same leadership style, may have very much different impact on

innovative behavior.
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“ Impact of locus of control on IWB can vary with respect to different cultural

contexts and environments.

D

» The study supports the findings of literature review that transformational
leadership would have stronger effect on individuals with internal LOC,
comparing to their external peers. Additionally, different leadership
practices show specific linkage to certain LOC type, meaning that their
effectiveness can rise, if applied to this specific type of individuals.

% The findings of the study also support the theory of dual control that is still
not yet predominant in the literature.
Besides theoretical implications, several practical suggestions were provided:

% Leaders should keep in mind personal differences of employees when
applying different leadership styles in the workplace, as its’ effectiveness
can directly depend on the personality type of subordinates.

++ Both leadership styles contain practices that positively affect innovative
behavior of employees; therefore, it is important for leaders to combine
these practices in their behavior in order to foster IWB among
subordinates.

< Male employees might be more suitable for goal-oriented positions,
whereas, female employees could be effectively engaged in creative works.

The study has several limitations, including small sample size, possible subjectivity
of respondents and limited reliability of several scales. For the future studies, it is highly
recommended to apply larger sample in different research contexts, or organize the study in

an experimental design.
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Appendices

Appendix 1. Questionnaire (English version)

Questionnaire link:  https://kwiksurveys.com/s/1yLvKGFF

Dear Respondent,

Thank you very much for delegating your time to complete this survey. The purpose of this
research is to get a better understanding on the role of particular personality trait — locus of
control — in the relationship between leadership and innovative work behavior.

The survey is fully anonymous, and it should take no more than 5 minutes to complete. All
questions are presented in the form of statements and should be rated on a scale from 1
(strongly disagree) to 7 (strongly agree).

1. Please rate your behavior in the work environment with respect to the following
statements:

Strongly . Somewhat Somewhat Strongly
Disagree Disagree Disagree Neutral Agree Agree Agree

1. | pay attention to
issues that are not
part of my daily
work.

@) @) @) @) O @) O

2. | wonder how
things can be o} ¢} o} o} o e} o)
improved.

3. I search out new
working methods,
techniques or
instruments.

4. 1 generate
original solutions ¢} o} o} ¢} 0 o} o)
for problems.

5. 1 find new
approaches to e) o) o) o) o) o o}
execute tasks.

6. | make important

organizational

members o) le) le) o) o) o o}
enthusiastic for

innovative ideas.

7. | attempt to
convince people to
support an
innovative idea.

8. | systematically
introduce
innovative ideas
into work practices.

9. | contribute to
the implementation o} o} ¢} o} ¢} e} o)
of new ideas.

10. | put effort in
development of o} e} e} o} o o o)
new things.
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2. Please rate your leader's (direct manager's) behavior with respect to the following
statements.

St_rongly Disagree So_mewhat Neutral Somewhat Agree Strongly
Disagree disagree Agree Agree

11. My leader goes
beyond self-interest
for the good of the
group.

@) @) @) @) O @) @)

12. My leader acts
in ways that builds o O O ¢ O o) O
my respect.

13. My leader

specifies the

importance of ¢} o o} ¢} 0 o} o)
having a strong

sense of purpose.

14. My leader

considers the moral

and ethical o 0) 0) o) o) o o)
consequences of

decisions.

15. My leader talks
optimistically ¢ o) O ¢} o) o) O
about the future.

16. My leader

expresses

confidence that the o) le) ¢) o) o) o) o)
goals will be

achieved.

17. My leader re-
examines critical
assumptions to
question whether
they are
appropriate.

18. My leader gets

me to look at

problems from o} ¢} o} o} e} e} o)
many different

angles.

19. My leader

treats me as an

individual rather ¢ ) o o o o O
than just as a

member of a group.

20. My leader
considers me as
having different
needs, abilities, and
aspirations from
others.

21. My leader

discusses in

specific terms who

is responsible for o o ¢} o o} o} O
achieving

performance

targets.




EFFECTS OF LEADERSHIP STYLES ON IWB: THE ROLE OF LOC

101

22. My leader
makes clear what
one can expect to
receive when
performance goals
are achieved.

23. My leader
concentrates
his/her full
attention on dealing
with mistakes,
complaints and
failures.

24. My leader
keeps track of all
mistakes.

25. My leader waits
for things to go
wrong before
taking action.

26. My leader
shows that he/she
is a firm believer in
“If it ain’t broke,
don’t fix it.”

3. Please express your opinion with respect to the following statements:

Strongly
Disagree

Somewhat
Disagree

Somewhat
Agree

Strongly
Agree

30. When | make
plans, I am almost
certain that | can
make them work.

o

O

(@)

31. Getting people
to do the right
things depends
upon ability; luck
has nothing to do
with it.

32. What happens
to me is my own
doing.

33. Many of the
unhappy things in
people’s lives are
partly due to bad
luck.

34. Getting a good
job depends mainly
on being in the
right place at the
right time.

35. Many times |
feel that I have
little influence over
the things that
happen to me.
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4. Please indicate your age:
O upto25
o 25-40
o over 40
5. Please indicate your gender:
o Male
o Female
6. Please indicate your education level:
o No education
o Secondary education
o Unfinished higher education

o Higher education
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Appendix 2. Questionnaire (Russian version)

Questionnaire link:  https://kwiksurveys.com/s/RUIMHi2A

Veaowcaemviii pecnonoenm,

Bnazooapio 3a scenanue npunsmo yuacmue ¢ O0GHHOM Onpoce, yeib KOMopo2o A6Jsemcs
VCMAHOBUMb POJib NOKYCA KOHMPOIA 8 CEA3U MeNCOY TUEPCMBOM U UHHOBAYUOHHBIM
nosedenuem 6 opeanuzayuu. Onpoc s611emcsi AHOHUMHbBIM, U €20 3aN0JHeHUue He 3atmen
oonee 5 munym. Bce 6onpocvl npedocmagieHvl 8 8ude YmEepO*CeHUll, KOMOopble HYHCHO
oyeHums no 7-6anvHotl wikaie om I (cosepuienno Hecoanacen) 00 7 (COBEPULEHHO CO2NACEH).

1. Ouenute Baiie noBenenue Ha paboueM MecTe B COOTBETCTBUU CO CIEIYIOIIMMHU
YTBEPKICHUSAMH:

YacTUaHO N Cosepiex
CosepuieHHO He Heiitpan ~ Yactuuno P
HE Cornacen HO
HE COTTaceH COITaceH eH COTJIaCEeH
COTJIACEH COTJIACEH

1. 4 ob6paimaro
BHUMAaHUE Ha
BEIIH, KOTOPBIE HE
BXOZSAT B MOH
psIMbIe
00s3aHHOCTH.

2. 41 3agymbIBaroCh
00 ynmydieHnn ¢} o o ¢} e} o} o}
BEILEH BOKPYT.

3. 5 nury HOBbIE
TEXHUKH U METOJIbI O O O O O O O
paboThI.

4. S ny
OpUTHHAJILHBIC O O O O O O O
penieHus npooIeM.

5. 51 Haxoxy
HOBBIE CTIOCOOBI
BBITTOJTHEHHS
pabor.

6. Mue ynaercs
BBI3BATh SHTY3HA3M
CO CTOPOHBI
Ba)KHBIX
IIpecTaBUTENEH
Hameun
OpraHu3aIuu
OTHOCHUTEIHHO
HOBBIX UJIEH U
NIPEJIOKEHUN.

7. 5 craparochb

yOeauTH JIF0IeH

TIOJIIePKATh o ) o o o o} o}
WHHOBAILMOHHYO

Ujexo.

8.4

CHUCTEMATHYCCKHU

BHEJPSIO ¢} e} o} e} e} e} e}
HWHHOBAILMOHHBIC

HjeH B paboTy.
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9. 5l ygacTByI0 BO
BHEIPESHUH HOBBIX

uaen B paboTy Ha ¢} ) ¢} o ¢} o} o}
YpOBHE

OpTraHu3aINH.

10. 41 BxnagsIBaro

CHUJIBI B Pa3BUTHUC O O O O O O O

HOBBIX HUJICH.

2. OHeHI/ITe IMMOBEACHHUE BALICTO JIUACPA (HpﬂMOFO HaLIaJ'IBHI/IKa) B COOTBECTCTBHHU CO

CJIEIYIOLIMMHU YTBEPXKICHUSIMU:

YacTUYHO " Cosepiex
CosepuieHHO He Helitpan ~ YactuuHo P
HE Cornacen HO
HE COTJIaceH coryiacex €H corjaceH
corjacex corjaceH

11. Mo#i nunep

3a0BIBAET O

JUYHOM HHTEpece o) e) @) o) @) e) o)
panu Onara

KOMAaH/IBI.

12. Mot nunep
BBI3BIBACT Y MCHA O O O O O O O
YBa)K€HHUE.

13. Moii nuaep

BCSTYECKH

OAYCPKHUBACT O O O O O o O
BAXHOCTh HAJIMYHU

1IeJId B paboTe.

14. Moii nunep
YUUTHIBAET
MOpajbHbIE U
STHYECKHUE
TIOCIIE/ICTBHSA
CBOUX pEILEHUH.

15. Moii nunep
OITUMHUCTHYECKH
TOBOPHT O
Oyayiem.

16. Moii nuaep

BBIpaXKaeT

YBEPEHHOCTH, YTO O O O O O O O
Bce 1enu OyayT

JTOCTUT'HYTHI.

17. Moii nunep
CTaBHT MO BOIIPOC
OCHOBHBIE
MIPE/IIOI0KEHUS,
9TOOBI
YIIOCTOBEPUTHCS B
ux
11e11eco00pa3HOCTH.

18. Moii nuaep
BIOXHOBJISIET MCHA
CMOTpETH Ha
MIpOOIIEMEI C
PasHBIX
TIEPCIICKTHB.

19. Moii nunep
OTHOCHUTCS KO MHE o o ¢} o e} o o
HE TOJBKO KaK K
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YJIEHY KOMaH/bI,
HO U KaK K
JIMYHOCTH.

20. Moit nunep
YUUTHIBACT MOU
UH/IUBUyaTbHBIC
MOTPeOHOCTH,
HYXIIBI U
CTPEMJICHHUSL.

21. Moii nunep

YETKO JA€T IOHATH,

KTO SIBJISIETCA

OTBETCTBEHHBIM 3a O
JOOCTHXKCHUE

KOHKPETHBIX

LECH.

22. Moit nunep
YETKO JA€ET ITOHATh,
KaKyIo Harpamy
MOJKHO O)KHJIATh,
€CIIH LIeH OyIyT
JIOCTUTHYTHI.

23. Moii nunep
KOHIIEHTPUPYET

BCE CBOE BHUMAaHMNeE

Ha OopBOY C o}
omrbOKamMH,

KajmobaMu U

HEyauaMHu.

24. Moii nunep
¢duxcupyer Bce ¢}
MOH OIITHOKH.

25. Moit nunep

MIPUHUMAET MEPHI

TOJIBKO TOr'Ja, @)
KOT'/Ia YTO-TO

MOIIIO HE TaK.

26. Moemy nuaepy
IIOJIXOQUT ACBH3
“He cnomaHo — He
YHHA.

3. OLICHI/ITC Bammu B3risael B COOTBETCTBUHU CO CIICAYIOIUMHU YTBCPIKACHUAMMU:

CosepuieHHO
HE COIIaceH

He
corJlaceH

YacTtuaHOo
HE
corjaceH

Heiirpan
eH

YacTtnaHOo
corjaceH

Cornacen

Cosepuien
HO
COrJaceH

27. 51 yBepeH, 9T0
MOTY CBOM IJIaHBI
BOILUIOTHTEH B
KH3HB.

28. INomyuenune o
MOAXOISIIEH
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paboTHI 3aBUCUT
TOJIBKO OT
CIIOCOOHOCTH.
Besenue 3nech He
TIPH YEM.

29. Bcee, uto
MIPOUCXOJUT CO
MHOM, 3aBUCUT
TOJBKO OT MCHSI.

30. BoapmuHCTBO

HECYacTUH B

JKU3HMU JIIoJIe i O (@) (@) (@) (@] (@] (@]
MIPOUCXOUT H3-32

HEBE3EHUS.

31. YtoOst
MOTYYHTh
XOpoIIyio paboTy,
HY’KHO OKa3aThCsl B
HY)XHOM MecTe, B
HY>KHBIH 4ac.

32. S gacto

HCIBITHIBAIO

YyBCTBO, YTO HE

MOT'Y BIHATH Ha O O O O O O O
BEIIH,

MPOUCXOJAIIHE CO

MHOM.

4. Bam Bo3pacr:
o 5o 25
o 25-40
O  Oombire 40
5. Bam nox:
O  Myxckon
o XeHckuii
6. Ykaxute ypoBeHb Barero o6pazoBanusi:
O be3s obpazoBanus
o Cpennee obpazoBaHue
O Beiciee HeoOKOHUEHHOE 00pa3oBaHUe

O Beicmiee oOpa3zoBaHue
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Appendix 3. Normality of distribution test results

Tests of Normality

Kolmogorov-Smirnov? Shapiro-Wilk

Statistic df Sig. | Statistic | df Sig.
IWB ,068 106 | ,200 ,986| 106| ,342
Opportunity Exploration ,163 106 ,000 ,925| 106| ,000
Idea Generation , 139 106 ,000 ,960| 106| ,003
Idea Championing ,133 106 ,000 ,956| 106| ,001
Idea Implementation , 105 106 ,006 ,961| 106]| ,003
Transformational Leadership ,081 106 ,085 ,974| 106| ,033
Idealized Influence 124 106 ,000 ,960| 106( ,003
Inspirational Motivation ,162 106 ,000 ,914| 106 ,000
Intellectual Stimulation ,133 106 ,000 ,949| 106| ,000
Individualized consideration ,144 106 ,000 ,937| 106( ,000
Contingent Reward (Transactional Leadership) ,140 106 ,000 ,949| 106| ,000
Passive management by exception (Transactional
L eadership) ,092 106 ,027 ,979| 106| ,086
Internal LOC ,137 106 ,000 ,942| 106 | ,000
External LOC ,105 106 ,006 ,976| 106] ,051

*, This is a lower bound of the true significance.

a. Lilliefors Significance Correction

Source: generated by author through SPSS
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Appendix 4. Correlation analysis
a) Transformational Leadership (with components) and IWB (with components)

Meanings:
Correlations

IWB - Innovative Work Behavior

TFL — Transformational Leadership W8 _| TFL
INAVTF — Idealized Influence Spearman's IWB Correlation Coefficient | 1,000| ,182
IMAVFL- Inspirational Motivation h ) _

ISAVFL — Intellectual Stimulation rho Sig. (2-tailed) .| 061
ICAVTFL —IndeuaI ConS|de_rat|0n N 106! 106
OPAV - Opportunity Exploration

IGAYV - Idea Generation TFL  Correlation Coefficient 1,00
ICAV - Idea Championing 182 0
IMAYV - Idea Implementation _ _

CRTF - Contingent Reward Sig. (2-tailed) ,061 )
MPTF — Management by Exception (Passive) N 106| 106

INLOC — Internal LOC
EXLOC — External LOC

Correlations

IWB | INAVTF | IMAVFL | ISAVFL | ICAVTFL
Spearman's IWB Correlation
rho Coefficient 1,000 182 124 213" ,150
Sig. (2-tailed) . ,062 ,204 ,028 , 125
N 106 106 106 106 106
INAVTF Correlation . . »
o ,182 1,000 ,670 , 769 , 738
Coefficient
Sig. (2-tailed) ,062 . ,000 ,000 ,000
N 106 106 106 106 106
IMAVFL Correlation
o 124 ,670™ 1,000 ,613" ,600™
Coefficient
Sig. (2-tailed) ,204 ,000 . ,000 ,000
N 106 106 106 106 106
ISAVFL Correlation . . . "
o ,213 , 769 ,613 1,000 ,730
Coefficient
Sig. (2-tailed) ,028 ,000 ,000 . ,000
N 106 106 106 106 106
ICAVTFL Correlation . . .
o ,150 , 738 ,600 , 730 1,000
Coefficient
Sig. (2-tailed) ,125 ,000 ,000 ,000
N 106 106 106 106 106

*. Correlation is significant at the 0.05 level (2-tailed).

**_Correlation is significant at the 0.01 level (2-tailed).
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Correlations
OPAV | IGAV | ICAV | IMAV | TFL | INAVTF | IMAVFL | ISAVFL | ICAVTFL
Spearman’ OPAV Correlation . . .
1,000| ,535 ,195 ,232"| ,057 ,056 ,054 ,088 ,068
s rho Coefficient
Sig. (2-tailed) ,000 ,045 ,017| ,564 ,565 ,580 ,369 ,489
N 106 106 106 106 | 106 106 106 106 106
IGAV Correlation
,535"| 1,000 ,603™| ,527"| ,150 , 146 112 ,153 , 144
Coefficient
Sig. (2-tailed) ,000 ,000 ,000| ,126 , 136 ,252 117 ,141
N 106 106 106 106| 106 106 106 106 106
ICAV Correlation
o ,195" ,603™| 1,000 ,757"| ,161 ,183 ,089 ,181 , 110
Coefficient
Sig. (2-tailed) ,045 ,000 ,000| ,100 ,060 ,365 ,064 ,263
N 106 106 106 106| 106 106 106 106 106
IMAV  Correlation
o 232" 527" | ,757™| 1,000| ,186 ,163 ,152 244" ,138
Coefficient
Sig. (2-tailed) ,017 ,000 ,000 ,056 ,095 ,120 ,012 , 160
N 106 106 106 106 | 106 106 106 106 106
TFL Correlation 1,00
o ,057 ,150 ,161 ,186 941" 7767 ,878" ,869"
Coefficient 0
Sig. (2-tailed) ,564 ,126 , 100 ,056 ,000 ,000 ,000 ,000
N 106 106 106 106| 106 106 106 106 106
INAV Correlation ,941"
,056 ,146 ,183 ,163 1,000 ,670" , 769" , 738"
TF Coefficient
Sig. (2-tailed) ,565 ,136 ,060 ,095| ,000 ,000 ,000 ,000
N 106 106 106 106| 106 106 106 106 106
IMAV  Correlation 776"
,054 112 ,089 ,152 ,670" 1,000 ,613" ,600™
FL Coefficient -
Sig. (2-tailed) ,580 ,252 ,365 ,120| ,000 ,000 ,000 ,000
N 106 106 106 106 | 106 106 106 106 106
ISAVF Correlation ,878"
o ,088 ,153 ,181 244" , 769" ,613" 1,000 , 730"
L Coefficient *
Sig. (2-tailed) ,369 117 ,064 ,012| ,000 ,000 ,000 ,000
N 106 106 106 106| 106 106 106 106 106
ICAV Correlation ,869"
,068 ,144 , 110 ,138 , 738" ,600™ , 730" 1,000
TFL  Coefficient .
Sig. (2-tailed) ,489 141 ,263 ,160| ,000 ,000 ,000 ,000
N 106 106 106 106| 106 106 106 106 106

**_Correlation is significant at the 0.01 level (2-tailed). *. Correlation is significant at the 0.05 level (2-tailed).
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b) Transactional Leadership components and IWB (components)

rho

Spearman's IWB

Correlation Coefficient

Sig. (2-tailed)
N

CRTF

Correlation Coefficient

Sig. (2-tailed)
N

IWB CRTFE
1,000 247"
,011
106 106
247" 1,000
,011
106 106

*_Correlation is significant at the 0.05 level (2-tailed).

Correlations

we | mpe | 7 Constructs of IWB_and Passive
management by exception
\WB  Pearson Correlation Ll 193] had normal distribution, therefore, were tested
Sig. (2-tailed) 143 via Peason’ s correlation test.
N 106 106
MPTF Pearson Correlation ,143 1
Sig. (2-tailed) ,143
N 106 106
Correlations
OPAV IGAV ICAV IMAV | CRTFE MPTE
Spearman's OPAV Correlation Coefficient 1,000 ,535" ,195"| 232" ,082 ,119
rho Sig. (2-tailed) ,000 ,045| 017| 403 225
N 106 106 106 106 106 106
IGAV  Correlation Coefficient ,535™ 1,000 ,603"| 527" | ,218" ,236"
Sig. (2-tailed) ,000 ,000| ,000[ ,025 ,015
N 106 106 106 106 106 106
ICAV  Correlation Coefficient ,195 ,603™ 1,000| ,757"| ,202 ,106
Sig. (2-tailed) ,045 ,000 ,000| ,038 278
N 106 106 106 106 106 106
IMAV  Correlation Coefficient ,232" 527" , 7577 1,000 ,221° ,051
Sig. (2-tailed) 017 ,000 ,000 ,023 ,603
N 106 106 106 106 106 106
CRTF Correlation Coefficient ,082 ,218" ,202° [ ,221"| 1,000 -,139
Sig. (2-tailed) 403 ,025 ,038| ,023 155
N 106 106 106 106 106 106
MPTF  Correlation Coefficient ,119 ,236" ,106 ,051( -,139 1,000
Sig. (2-tailed) 225 ,015 278| ,603| 155
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N | 106 | 106 | 106 | 106 | 106 | 106 I
**_Correlation is significant at the 0.01 level (2-tailed).
*, Correlation is significant at the 0.05 level (2-tailed).
c) Leadership and Locus of Control
Correlations
INLOC | EXLOC TFL INAVTE | IMAVFL | ISAVFL | ICAVTEL
Spearman' INLOC Correlation Coefficient 1,000 -004| 298" ,286™ ,216" ,229" ,259™
s rho Sig. (2-tailed) 965| ,002 003 026 018 007
N 106 106 106 106 106 106 106
EXLOC Correlation Coefficient -,004 1,000 112 ,087 ,002 ,152 ,129
Sig. (2-tailed) ,965 252 373 987 119 187
N 106 106 106 106 106 106 106
TFL Correlation Coefficient ,298™ ,112] 1,000 ,941" 776" ,878™ ,869™
Sig. (2-tailed) ,002 ,252 ,000 ,000 ,000 ,000
N 106 106 106 106 106 106 106
INAVTF Correlation Coefficient ,286™ ,087| ,941™ 1,000 ,670™ ,769™ ,738™
Sig. (2-tailed) ,003 373 ,000 ,000 ,000 ,000
N 106 106 106 106 106 106 106
IMAVFL Correlation Coefficient ,216" ,002| 776" ,670™ 1,000 ,613™ ,600™
Sig. (2-tailed) ,026 ,987 ,000 ,000 ,000 ,000
N 106 106 106 106 106 106 106
ISAVFL Correlation Coefficient ,229" 152 ,878™ ,769™ ,613™ 1,000 ,730™
Sig. (2-tailed) ,018 ,119 ,000 ,000 ,000 ,000
N 106 106 106 106 106 106 106
ICAVTF Correlation Coefficient ,259" 129 ,869™ ,738" ,600™ , 730" 1,000
L Sig. (2-tailed) ,007 ,187| ,000 ,000 ,000 ,000
N 106 106 106 106 106 106 106

**_Correlation is significant at the 0.01 level (2-tailed).

*, Correlation is significant at the 0.05 level (2-tailed).
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CRTF MPTE INLOC
Spearman's rho CRTF Correlation Coefficient 1,000 -,139 ,256™
Sig. (2-tailed) . 155 ,008
N 106 106 106
MPTF Correlation Coefficient -,139 1,000 ,145
Sig. (2-tailed) 155 . ,139
N 106 106 106
INLOC Correlation Coefficient ,256™ ,145 1,000
Sig. (2-tailed) ,008 1139
N 106 106 106

CRTF EXLOC
Spearman's CRTF Correlation
1,000 ,154
rho Coefficient
Sig. (2-tailed) . ,116
N 106 106
EXLOC Correlation
- 154 1,000
Coefficient
Sig. (2-tailed) ,116
N 106 106
MPTF EXLOC
MPTF Pearson Correlation 1 ,299™
**k* 1
Sig. (2-tailed) 002 Constructs of Passive management
N 106 106 by exception and External LOC had
normal distribution, therefore, were
EXLOC  Pearson Correlation 299 1| tested via Peason’ s correlation test.
Sig. (2-tailed) ,002
N 106 106
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4) Locus of Control and IWB

Correlations

113

OPAV | IGAV | ICAV | IMAV | INLOC [ EXLOC
Spearman's OPAV Correlation Coefficient 1,000| ,535"| ,195°| ,232" ,001 ,027
rho Sig. (2-tailed) 000 045 017 ,988 785
N 106 106 106 106 106 106
IGAV  Correlation Coefficient 535" 1,000| ,603"| ,527" ,200" 114
Sig. (2-tailed) ,000 ,000( ,000 ,040 245
N 106 106 106 106 106 106
ICAV  Correlation Coefficient ,195"| ,603"| 1,000| ,757 ,011 ,086
Sig. (2-tailed) ,045 ,000 ,000 911 ,379
N 106 106 106 106 106 106
IMAV  Correlation Coefficient 2327 527" ,7577| 1,000 ,015 ,083
Sig. (2-tailed) ,017 ,000 ,000 ,879 ,395
N 106 106 106 106 106 106
INLOC Correlation Coefficient ,001| ,200 ,011 ,015 1,000 -,004
Sig. (2-tailed) ,988 ,040 911 ,879 ,965
N 106 106 106 106 106 106
EXLO Correlation Coefficient ,027 ,114 ,086 ,083 -,004 1,000
c Sig. (2-tailed) ,785 ,245 ,379 ,395 ,965
N 106 106 106 106 106 106
**_Correlation is significant at the 0.01 level (2-tailed).
*, Correlation is significant at the 0.05 level (2-tailed).
IWB EXLOC
IWB Pearson Correlation 1 111
Sig. (2-tailed) ,257
N 106 106
EXLOC Pearson Correlation 111 1
Sig. (2-tailed) ,257
N 106 106
Correlations
IWB INLOC
Spearman's rho IWB Correlation Coefficient 1,000 ,091
Sig. (2-tailed) ,354
N 106 106
INLOC Correlation Coefficient ,091 1,000
Sig. (2-tailed) ,354
N 106 106
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Appendix 5. Multiple regression results
MODEL 1la. Dependent variable — IWB; Independent — Transformational Leadership,
Internal LOC,;
Model Summary®
Std. Error of Change Statistics
R Adjusted the R Square Sig. F Durbin-
Model R Square | R Square Estimate Change F Change | dfl1 | df2 Change Watson
1 ,2302 ,053 ,034 , 72884 ,053 2,876 2] 103 ,061 1,997
a. Predictors: (Constant), INLOC, TFL
b. Dependent Variable: IWB
ANOVA?2
Model Sum of Squares df Mean Square F Sig.
1 Regression 3,055 2 1,528 2,876 ,061°P
Residual 54,714 103 ,531
Total 57,769 105
a. Dependent Variable: IWB
b. Predictors: (Constant), INLOC, TFL
Coefficients?
Unstandardized Standardized Collinearity
Coefficients Coefficients Correlations Statistics

Model B Std. Error Beta t Sig. | Zero-order | Partial | Part | Tolerance | VIF
1(Constant) | 4,223 ,462 9,149] ,000

TFL ,095 ,066 , 143 1,430| ,156 ,184 ,139 ,137 ,920| 1,087

INLOC ,118 ,082 144 | 1,444 152 ,185 , 141 ,138 ,920| 1,087

a. Dependent Variable: IWB

Collinearity Diagnostics

Variance Proportions
Model  Dimension Eigenvalue | Condition Index | (Constant) TFL INLOC
1 1 2,955 1,000 ,00 ,00 ,00
2 ,030 9,898 ,07 ,95 ,23
3 ,015 14,214 ,93 ,05 76

a. Dependent Variable: IWB
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MODEL 1b. Dependent variable — IWB; Independent — Transformational Leadership,
Internal LOC; Moderator — TFLXINLOC
Model Summary®
Std. Error of Change Statistics
Adjusted the R Square Sig. F Durbin-
Model R R Square | R Square Estimate Change F Change dfl | df2 Change Watson
1 ,2302 ,053 ,025 , 73234 ,053 1,904 3] 102 ,134 2,003
a. Predictors: (Constant), TFLXINLOC, INLOC, TFL
b. Dependent Variable: IWB
ANOVA?
Model Sum of Squares df Mean Square F Sig.
1 Regression 3,064 3 1,021 1,904 ,134b
Residual 54,705 102 ,536
Total 57,769 105
a. Dependent Variable: IWB
b. Predictors: (Constant), TFLXINLOC, INLOC, TFL
Coefficients?
Unstandardized Standardized
Coefficients Coefficients Correlations Collinearity Statistics
Model B Std. Error Beta t Sig. | Zero-order | Partial | Part | Tolerance VIF
1 (Constant) 4,463 1,907 2,341 ,021
TFL ,045 ,391 ,068 ,115( ,909 ,184 ,011( ,011 ,027| 37,302
INLOC ,070 ,375 ,086 ,188( ,851 ,185 ,019( ,018 ,044| 22,656
TELXINLOC ,010 ,075 ,108 ,130( ,897 ,229 ,013[ ,013 ,013| 74,568
a. Dependent Variable: IWB
Collinearity Diagnostics?
Variance Proportions
Model  Dimension Eigenvalue | Condition Index | (Constant) TFEL INLOC TELXINLOC
1 1 3,925 1,000 ,00 ,00 ,00 ,00
2 ,050 8,870 ,01 ,00 ,00 ,01
3 ,024 12,689 ,00 ,02 ,02 ,00
4 ,000 109,043 ,98 ,98 ,97 ,99

a. Dependent Variable: IWB
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MODEL 2a. Dependent variable — IWB; Independent — Contingent Reward, Management
by Exception (passive), External LOC;
Model Summary®
Change Statistics
R Adjusted | Std. Error of | R Square Sig. F Durbin-
Model R Square | R Square | the Estimate | Change | F Change | dfl| df2 | Change | Watson
1 2722 ,074 ,047 , 712426 ,074 2,710 3] 102 ,049 2,003
a. Predictors: (Constant), EXLOC, CRTF, MPTF
b. Dependent Variable: IWB
ANOVA?2

Model Sum of Squares df Mean Square F Sig.
1 Regression 4,264 3 1,421 2,710 ,049P

Residual 53,505 102 ,525

Total 57,769 105

a. Dependent Variable: IWB
b. Predictors: (Constant), EXLOC, CRTF, MPTF

Coefficients?

Unstandardized | Standardized
Coefficients Coefficients Correlations Collinearity Statistics
Model B Std. Error Beta t Sig. | Zero-order | Partial | Part | Tolerance VIF
1 (Constant) | 4,247 ,388 10,934 | ,000
CRTF ,128 ,055 ,231| 2,303| ,023 , 196 ,222 ,219 ,906 1,104
MPTF ,106 ,059 1841 1,779 ,078 ,143 ,173 , 170 ,846 1,182
EXLOC ,013 ,069 ,019 ,189| ,850 , 111 ,019 ,018 ,861 1,162
a. Dependent Variable: IWB
Collinearity Diagnostics?
Variance Proportions
Model  Dimension Eigenvalue | Condition Index | (Constant) CRTF MPTF EXLOC
1 1 3,818 1,000 ,00 ,00 ,01 ,00
2 ,105 6,019 ,00 31 ,40 ,00
3 ,053 8,502 ,03 ,10 ,22 ,97
4 ,023 12,778 ,97 ,59 37 ,02

a. Dependent Variable: IWB
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MODEL 2b. Dependent variable — IWB; Independent — Contingent Reward, Management
by Exception (passive), External LOC; Moderator - CRXEXLOC, MPXEXLOC;
Model Summary®
Change Statistics
Adjusted | Std. Error of R Square Sig. F | Durbin-
Model R R Square | R Square | the Estimate Change F Change | df1 | df2 | Change | Watson
1 ,2792 ,078 ,032 , 72992 ,078 1,686 5] 100 ,145 1,995
a. Predictors: (Constant), MPTFXEXLOC, CRTF, EXLOC, MPTF, CRTFXEXLOC
b. Dependent Variable: IWB
ANOVA?
Model Sum of Squares df Mean Square F Sig.
1 Regression 4,491 5 ,898 1,686 ,145P
Residual 53,279 100 ,633
Total 57,769 105
a. Dependent Variable: IWB
b. Predictors: (Constant), MPTFXEXLOC, CRTF, EXLOC, MPTF, CRTFXEXLOC
Coefficients?
Unstandardized | Standardized Collinearity
Coefficients Coefficients Correlations Statistics
Std. Zero-
Model B Error Beta t Sig. | order | Partial | Part | Tolerance | VIF
1 (Constant) 4,575 1,213 3,772 | ,000
CRTF ,028 ,182 ,052 ,157 | ,876 ,196 ,016| ,015 ,0851 11,723
MPTF ,132 ,180 ,230 734 ,465 ,143 ,073| ,070 ,094 110,648
EXLOC -,068 ,308 -102| -,221( ,826 11| -,022]-,021 ,043 | 23,050
CRTFXEXLOC ,027 ,046 ,282 ,585| ,560 ,216 ,058 | ,056 ,040| 25,181
MPTEXEXLOC | -,009 ,046 -,096| -,202( ,840 ,154] -,020] -,019 ,041 | 24,606
a. Dependent Variable: IWB
Coefficients
Unstandardized | Standardized
Coefficients Coefficients Correlations Collinearity Statistics
Std. Zero-
Model B Error Beta t Sig. | order | Partial | Part | Tolerance VIF
1 (Constant) 4,575 1,213 3,772,000
CRTF ,028 ,182 ,052 ,1571 ,876 ,196 ,016 | ,015 ,085| 11,723
MPTF ,132 ,180 ,230 , 734 ] ,465 ,143 ,073 | ,070 ,094| 10,648
EXLOC -,068 ,308 -,102| -,221| ,826 111 -,022| -,021 ,043| 23,050
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CRTFXEXLOC ,027 ,046 ,282 ,585| ,560 ,216 ,058 | ,056 ,040| 25,181
MPTEXEXLOC | -,009 ,046 -,096| -,202],840 ,154{ -,020] -,019 ,041| 24,606

a. Dependent Variable: IWB

Appendix 6. Linearity of the relationship between dependent and independent variables
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Appendix 7. Normality of error distribution
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Model 2B

Histogram
Dependent Variable: IWB
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