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A. Background of the Study

ABSTRACT

Business survival for ten years and beyond is a common goal of any organization. Transformational
leaders are being relied upon to conceptualize strategic plan that would drive continuous growth and
profitability. One common embedded strategy on sustainability program is unceasing product or ser-
vice innovation. This study investigated the effect of the individual components of transformational
leadership, namely intellectual stimulation, inspirational motivation, and individualized considera-
tion, on product innovation. Additionally, this study examined the moderating effect of open system
- characterized by flexibility, outward focus, and reflexivity on the relationship between an individual
component of transformational leadership and product innovation. This study utilized descriptive
research design in examining the effect of transformational leadership to product innovation, and
used multiple regression analysis in testing the hypotheses. Results revealed that all dimensions of
transformational leadership have significant effect on radical innovation but do not have significant
effect on incremental innovation. In the same way, open system does moderate the positive relation-
ship between transformational leadership and radical innovation, but does not moderate between
transformation leadership and incremental innovation. The results are good indicators for the suc-
cess of future projects by having as edge on the competition through radical innovation of machine
design. Company CDE must be able to standardize its program on transformational leadership and
open system, should apply these on its code of conduct documents, and include these as part of the
semi-annual policy roll down on learning and growth of the balance scorecard.

One of the strategies of Company CDE’s top man-

agement is the expansion of its in-house manufactur-

Global cost competition in consumer electronics
manufacturing is getting tougher, influenced mostly
by China manufacturing companies. Company CDE,
a Japanese manufacturing company in the Philip-
pines, is among the companies affected by the pres-
sure on manufacturing price war. Its parent company,
Company J based in Japan, has instructed all of its
three hundred thirty-six subsidiaries, including Com-
pany CDE, to expedite all cost measures to win ma-
jority share rate supply to the customers and achieve

its profit target.
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ing of machines used in the electronic product assem-
bly, as the company has developed strength on this
field throughout the years. This new product venture
undergoes rigid design review and down selection of
the customer competing with machine manufacturer
in China. Every year, three or more new electronic
products are being launched, which need new assem-
bly machines. The challenge of headquarters to Com-
pany CDE management is to reduce cost of machines
by fifty percent, to reduce selling price per piece of

electronic product and to take lead on the competition.
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The management team of Company CDE headed
by a local factory manager is running its automation
department, responsible for the manufacturing of ma-
chines, through transformational leadership program
concept. It focuses on inspiring the employees to work
on a common goal (Allen et al., 2016), and transforms
the values, moral, beliefs, and behavior of followers
(Dean Angell, 2017). This program led to the success-
ful recovery of customer trust, after the company was

almost by its two major American customers.

There are four dimensions of transformational
leadership (Alahmad, 2016), in which Company CDE
anchors its program. First is idealized influence which
emphasized the importance of sense of mission and
purpose, and setting example to the team in leading
each critical discussion with customer. Second is in-
tellectual stimulation or the encouragement of em-
ployees to think out of the box and solve problems
by looking on unusual perspective with the guidance
of technical expert from Japan. Third is inspirational
motivation or leaders that motivate and inspire people
by showing their enthusiasm and optimism. Company
CDE has implemented series of benchmarking with
China and Thailand subsidiaries to inspire the local
team, enhance their motivation, and learn from the
best practices of those subsidiaries. Last is individual-
ized consideration, that looks into the individual needs
and desire to develop strengths. One of the programs
established in 2018 is the skill competency levelling
matched with monetary skill allowance. This helped
motivate the designers to strive and learn more, which

benefit the company.

In order for businesses to attain better sustainabil-

is licensed under a Creative Commons Attribution-NoDerivatives 4.0 International License.

Management, Technology Research and Innovation Exchange (MATRIX) by De La Salle Lipa
BY ND

ity performance, product innovation program should
be continuous (Behnam & Cagliano, 2017). Product
innovation is the conception of new products and ser-
vices in order to create new business opportunities
and clients, or to fulfill existing markets and consum-
ers (Sattayaraksa, & Boon-itt, 2014). Innovation could
either be incremental which means improving the ex-
isting design, or radical innovation which means a to-
tally different design from the existing ones (Behnam
& Cagliano, 2017).

The long-term plan of Company CDE is to sell
machines to other subsidiaries of Company J and
even other companies starting 2021. Therefore, more
innovations in machine including process design and
manufacturing will be the challenge. This expansion
of business will also explore new opportunities like
service or machine maintenance for other companies.
According to the study of Kesting et al. (2015), lead-
ership is associated with goal; this could be broad or
could be a very concrete target. There are several types
of leadership; directive, participative, interactive,
charismatic, transformational, transactional, strategic,
and shared and distributed leadership. Transforma-
tional leadership has been found to be strongly linked
to innovation culture, and partly linked to develop-
ment approach and new product development process-
es (Sattayaraksa, & Boon-itt, 2014). Studies by Zhang
et al. (2018), Kazmi (2016), and Iscan et al. (2014) have
supported this concept, which will result to company
advancement and cost competitiveness (Abdullah et
al., 2016).

While transformational relationship is being

linked to innovation, it will be worthy to consider in
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the study the impact of the working environment on
the organization. Organizational climate is referred in
the research as the shared perceptions, feelings and
attitudes of employees, which reflect the established
norms, values and attitudes of the organization’s cul-
ture and influence individuals’ behavior either posi-
tively or negatively. It has four dimensions, human re-
lation, internal process, rational goal, and open system
(Agarwal, 2019). Researchers studying innovation are
focusing on open system which includes reflexivity,
innovation and flexibility, and outward focus (Patter-
son et al., 2011). Flexibility is an orientation toward
change, outward focus refers to how the organization
responds to the needs of customer and market place,
and lastly, reflexivity is defined as attention to review-
ing and reflecting upon objectives, strategies and work
process to adapt to a broader environment (Alahmad,
2016). Open system was the climate used by Alahmad
(2016) in his study as the moderator between trans-
formational leadership and product innovation, which

was adopted in this study.

This study determined the effect of transforma-
tional leadership on product innovation. Additional-
ly, this explored the moderating effect of open system
to the relationship of the transformational leadership
style and product innovation. This study may help
Company CDE management to assess and formulate
strategic plans to improve its organizational manage-

ment.

B. Research Frameworks

This study adopted the conceptual framework of
Alahmad (2016). The said conceptual framework is
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illustrated in figure 1. There are four dimensions of
transformational leadership (TL) according to Alah-
mad (2016). First is idealized influence (II) or lead-
ers that emphasize the importance of sense of mis-
sion and purpose. Second is intellectual stimulation
(IS) or leaders that encourage employees to think out
of the box and solve problems by looking on unusual
perspective. Third is inspirational motivation (IM) or
leaders that motivate and inspire people by showing
their enthusiasm and optimism. Last is individualized
consideration (IC), who look into the individual needs

and desire to develop their strengths.
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Figure 1. Conceptual Framework

Source: Under: ding the Relationship between Transfor [ Leadership Styles: Idealized Influence,

Intellectual Stimulation, Inspirational Motivation, Individualized Consideration and Product Innovation

among Manufacturing and Services Firms: The Role of Open System (Alahmad, 2016)

Open system gives emphasis on change readiness
and innovation in which in the study of Alahmad
(2016) is characterized by flexibility, outward focus,
and reflexivity. Flexibility is an orientation toward
change, outward focus refers to how the organization
responds to the needs of customer and market place,

and lastly, reflexivity is defined as attention to review-

www.matrix.dlsl.edu.ph | 20



www.matrix.dlsl.edu.ph Vol. 1, No. 2, December 2023

ing and reflecting upon objectives, strategies and work
process to adapt to a broader environment. Product
innovation has incremental and radical classification.
Incremental innovation is a minor change of the cur-
rent product or technology while radical innovation is
the adaptation of new technology that will create a de-

mand that the customer has not yet identified.

The study of Alahmad (2016), which is about un-
derstanding the relationship between transformation-
al leadership styles and product innovation among
manufacturing and services firms, and the role of
open system, was conducted in the United States of
America with 220 American manufacturing and ser-
vice company respondents. This study fully adopted
the framework of Alahmad (2016) and examined the
effect of transformational leadership to innovation,
moderated by open system on Automation Depart-

ment of Company CDE.
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Figure 2. Operational Framework
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C. Research Objectives

In general, the study examined the effect of trans-
formational leadership on product innovation in Com-

pany CDE. Specifically, the study aimed to:

1. determine the effect of transformational lead-
ership dimensions such as idealized influence,
intellectual stimulation, inspirational motiva-
tion, and individualized consideration on radi-
cal and incremental product innovations.

2. determine whether open system moderates the
relationship of the dimensions of transforma-
tional leadership and product innovation.

3. determine if the transformational leadership
style being adopted by Company CDE leaders
is aligned with its goal to motivate its employ-
ees to continuously develop innovative prod-

ucts in their fast-paced technology industry.
The following hypotheses were tested:

H,,: Idealized influence has no significant effect
on radical product innovation.

H,,: Intellectual stimulation has no significant ef-
fect on radical product innovation.

H,,,: Inspirational motivation has no significant
effect on radical product innovation.

H,,,: Inspirational motivation has no significant
effect on incremental product innovation.

H,,.: Individualized consideration has no signifi-
cant effect on radical product innovation.

H,,,: Individualized consideration has no signifi-
cant effect on incremental product innovation.

H,,: An open system does not moderate the rela-
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tionship between idealized influenced and radical
innovation such that that radical product innova-
tion will be higher when the level of open system
is higher.

H,.: An open system does not moderate the rela-
tionship between intellectual stimulation and rad-
ical product innovation such that radical product
innovation will be higher when the level of open
system is higher.

H,..: An open system does not moderate the re-
lationship between inspirational motivation and
radical product innovation such radical product
innovation will be higher when the level of open
system is higher.

H,,.: An open system does not moderate the re-
lationship between inspirational motivation and
incremental product innovation such incremental
product innovation will be higher when the level
of open system is higher.

H,.: An open system does not moderate the re-
lationship between individualized consideration
and radical product innovation such that radical
product innovation will be higher when the level
of open system is higher.

H,.,: An open system does not moderate the re-
lationship between individualized consideration
and incremental product innovation such that in-
cremental product innovation will be higher when

the level of open system is higher.

The study employed descriptive research design
to determine the effect of transformational leadership
on product innovation. The respondents of the study

were the employees of Company CDE’s Automation

Management, Technology Research and Innovation Exchange (MATRIX) by De La Salle Lipa
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Department. The entire department is involved in the
conceptualization, design, fabrication, assembly, and
installation of machines for internal use of manufac-
turing motor products and for external selling to other
product manufacturers. Total enumeration was em-
ployed to examine the entire population of supervi-
sors, engineers, and technicians under the Automation
Department that are involved in the design of mechan-
ical, electrical, and software of machine including the
manufacturing data system. It adopted the survey
questionnaire from Alahmad (2016). The question-
naire was divided into nine parts. All the question
items were evaluated using a six-point Likert-type
scale, ranging from 1=strongly disagree to 6=strongly
agree. Table 1 presents an itemized representation of

the questionnaire.

Table 1. Questionnaire Specification

Part Variable No. of Items Cronbach Alpha
L Idealized Influenced 4 0.865
. Intellectual Stimulation 4 0.834
L. Inspirational Motivation 0913

V. Individualized Consideration

V. Flexibility Assessment

VI Outward Focus Assessment

VII. Reflexivity Assessment

VIII.  Radical Product Innovation Assessment

IX. Incremental Product Innovation Assessment

0.858
0.953
0.897
0.884
0.954
0.951

R L

The research instrument undergone test for reli-
ability by conducting a pilot study to 21 engineers of
a design company in Makati resulting to significant
loadings in Cronbach’s alpha. Reliability reflects the
extent to which a construct can generate the same out-
come in repeated statistical tests. Reliability is eval-
uated by using Cronbach’s Alpha and values greater
than 0.700 are acceptable (Alahmad, 2016).

The actual survey was done through the distri-
bution of questionnaire by emailing the respondents,
which was facilitated by the human resource depart-

ment. The answered survey forms were collected af-
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ter a week. Data results were summarized and tallied
using Microsoft Excel, and thereafter forwarded to the
statistician for data analysis. Using Statistical Pack-
age for Social Sciences (SPSS) software, simple and
multiple regression analysis were used to determine
the influence of each dimension of transformational
leadership and evaluate the moderating effect of open
system on transformational leadership and innovation

of machine design.

The study was able to get a response rate of 94%,
where 53 responded out of the total population of 55.
One member who wasn’t able to respond is in mater-
nity leave and the other is under prolonged sick leave.
The response rate exceeded the category of very good
response rate of 60% for email survey mode (Saldivar,
2012).

Table 2 presents the mean and standard devia-
tion of each variable in the study for company CDE.
Among the four dimensions of transformational lead-
ership, inspirational motivation has the highest recog-
nition from the respondents with mean of 5.08. This
result shows that respondents perceived that their
leaders motivate and inspire its subordinate showing
their enthusiasm and optimism. Individual consider-
ation has the lowest mean compared to other three
dimensions. This indicate that leaders have less time
or have less program covering individual needs and
support. Among three open system characteristic,
outward focus got the highest mean with 5.20, indi-
cating company’s high reputation in prioritizing cus-
tomer and market requirement. Flexibility has the

lowest with 4.45 showing management are less focus

Management, Technology Research and Innovation Exchange (MATRIX) by De La Salle Lipa
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on adaptation to change. Incremental innovation has
higher mean compared to radical innovation having
more product developed and manufactured with small

change from predecessor model.

Table 2. Mean and Standard Deviation of Variables

Variable Mean Std. Deviation
Idealized Influenced 4.95 0.83
Intellectual Stimulation 492 0.83
Inspirational Motivation 5.08 0.79
Individualized Consideration 4.67 1.08
Flexibility Assessment 4.45 1.05
Outward Focus Assessment 5.20 0.75
Reflexivity Assessment 4.62 0.81
Radical Product Innovation Assessment 428 1.06
Incremental Product Innovation Assessment 4.47 0.88

Effect of Transformational Leadership on Product In-

novation

a. Idealized Influence on Radical Product Innovation

Table 3 presents the simple linear regression re-
sults, indicating the effect of idealized influence on
radical product innovation. The findings revealed that
idealized influence has a significant effect on radical
product innovation (p = 0.009). The findings indicate
that leaders who emphasize the importance of sense
of mission and purpose positively affects the introduc-
tion of new products or application of new processes
(B =0.475).

Table 3. Effect of Idealized Influence on Radical Product Innovation

Unstandardized
Coefficients t-value  p value  Interpretation
{Beta)

Model R R?

Censtant 1.930 2229 0.030

3SR 0128
Idealized 0338 H
Influence

0475 2737 0009 Significant

Dependent Variable: Radical Product Innovation

Similarly, the study of Ahmad et al. (2019) indi-
cate that idealized influence is positively related to
product innovation. This means that employees are

challenged to take innovative approaches when they
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feel that they are being trusted by their leaders.

b. Intellectual Stimulation on Radical Product Inno-

vation

The findings in table 4 indicate that intellectual
stimulation significantly affects radical product inno-
vation (p = 0.002). The results revealed that leaders
who encourage employees to think out of the box and
solve problems by looking on unusual perspective
positively affects the radical product innovation (f =
0.563).

Table 4. Effect of Intellectual Stimulation on Radical Product Innovation

Unstandardized
Coellicients t-value  p-wvalue Interprelation
(Beta)

Maodel R R

Constant 1513 1.804 0077
0.423 0.179
Intellectual
Stimulation

0563 31331 0002 Significant

Dependent Variable: Radical Product Innovation

This finding is supported by the study of Singh
and Shukla (2018), which found out that leaders who
encourage experimentation in new areas are keen in
achieving innovation of product including processes
and recognize that innovation adds value to the ac-
complishment of employees. Further, Sattayaraksa
and Boon-itt (2014) concluded that leaders who intel-
lectually stimulate employees will create a culture of
subordinates being challenged to look for innovative
solution. This is also true in study of Alahmad (2016),
that the intellectual stimulation style stimulates crea-
tive thinking and can therefore find better and more

innovative solutions.

c. Inspirational Motivation on Radical Product Inno-

vation

Management, Technology Research and Innovation Exchange (MATRIX) by De La Salle Lipa
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The findings in table 5 indicate that inspiration
motivation has significant effect on radical product
innovation (p = 0.001). The results mean that leaders
who motivate and inspire people showing their en-
thusiasm and optimism positively affects the radical

product innovation ( = 0.621).

Table 5. Effect of Inspiration Motivation on Radical Product Innovation

Unstandardized
Coeflicients t- value p-value  Interpretation
(Beta)

Madel R Rr?

Constant 1122 1.238 0221
. 0441 0.195
Inspirational

- 0.621 3513 .00l
Motivation

Significant

Dependent Variable: Radical Product Innovation

The results are in agreement with the findings in
the study of Ahmad et al. (2019) that inspirational mo-
tivation was found to be positively related to product
and process innovation in the banking sector. This in-
dicate that leaders with inspirational motivation will
motivate bank staff and will enable them to achieve
their greatest potential. Similarly, the study of Al-hus-
seini and Elbeltagi (2014) revealed that inspirational
motivation had a positive effect on product innovation

in the private higher education institutions in Iraq.

d. Inspirational Motivation on Incremental Product

Innovation

The results in table 6 revealed that inspiration mo-
tivation has significant effect on incremental product
innovation (p = 0.047). The findings indicate that
leaders who motivate and inspire people showing
their enthusiasm and optimism positively affects the
version modification of an existing product range (B
=0.305).
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Table 6. Effect of Inspiration Motivation on Incremental
Product Innovation

Unstandardized

Model R R: Coelficients t-value  p-value Inderpretation
(Beta)
Constant 2518 3.793 0.001
0.274 0.075
Insparational

0305 2031 0.047 Syrmificant
Motivation -

Dependent Vanable: Incremental Product Innovation

e. Individualized Consideration on Radical Product

Innovation

The findings in table 7 indicate that individualized
consideration has significant effect on radical product
innovation (p = 0.020). The results mean that lead-
ers who look into the individual needs and desire to
develop their strengths positively affects the radical
product innovation (§ = 0.371).

Table 7. Effect of Individualized Consideration on Radical
Product Innovation

Unstandardized

Model R R? Coefficients t-value  p-value Interprefation
(Beta)
Constant 2545 348y 0.001
. 0.320 0.102
“,‘d"' idnalized 0371 2,408 0020 Significant
Constderation
Dependent Vanable: Radical Product Innovation

This is true in the study of Ahmad et al. (2019)
regarding individualized consideration which demon-
strated that individualized consideration is positively
related to product innovation in the banking sector.
Further, the employees surveyed from banking sector
believed that their supervisors exhibited individual-
ized consideration, motivate them to be creative, come
up with new ideas and to adopt innovative approaches
at work, as such generating new ideas, developing new
services, embracing new solutions and adopting new
technology, and follows flexible strategies to deal with
unexpected changes. In addition, the analysis carried
out by Al-husseini and Elbeltagi (2014) found out that

Management, Technology Research and Innovation Exchange (MATRIX) by De La Salle Lipa
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the individualized consideration increases product and
process innovation. When leaders listen to the ideas
of their members and are involved in a continuous
process of coaching, it is likely that new approaches
will be explored, which could enhance innovation in

the public sector of Iraq’s higher education.

f Individualized Consideration on Incremental Prod-

uct Innovation

The findings in table 8 revealed that individual-
ized consideration has a negligible correlation to in-
cremental product innovation, therefore individual-
ized consideration did not have significant effect on
incremental product innovation (p = 0.588). Negligi-
ble correlation is correlation value that range from 0.0
— 0.3 (Mukaka, 2012).

Table 8. Relationship of Individualized Consideration on
Incremental Product Innovation

Individualized Consideration

- value Verbal ~value Verbal
Interpretation P Interpretation
Incremental Product Negligible

0.076 0.588 Not Significant

Innovation Correlation

Regression analysis was not performed since the
relationship between individualized consideration and

incremental product innovation is not significant.

Based on the summary of results in table 9, it can
be noted that the four dimensions of transformational
leadership have significant effect on radical product
innovation. Two of the four dimensions of transfor-
mational leadership were tested for the effect with
incremental innovation. Individual consideration was
found to have no significant effect on incremental in-
novation (p = 0.588) while inspirational motivation

was found to have significant effect with a p-value
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of 0.047, significant but considerably closer with 0.5
margin compared to other results.

Table 9. Summary of Results on the Effect of TL to Innovation

Variable Mean Std. Deviation
Idealized Influenced 4.95 0.83
Intellectual Stimulation 4,92 0.83
Inspirational Motivation 5.08 0.79
Individualized Consideration 4.67 1.08
Flexibility Assessment 445 1.05
Outward Focus Assessment 5.20 0.75
Reflexivity Assessment 4.62 0.81
Radical Product Innovation Assessment 428 1.06
Incremental Product Innovation Assessment 4.47 0.88

Study of Yadav (2013) revealed that majority of
the characteristics of transformational leadership style
and radical innovation were compatible. On the oth-
er hand, transactional leadership characteristics were
found to be aligned with incremental innovation.
Thus it was proposed that transformational leadership
is facilitative for radical innovation whereas transac-
tional leadership is facilitative for incremental inno-

vation.

Moderating Effect of Open System on the Relationship
of Transformational Leadership and Product Innova-

tion.

Tables 10 to 15 present the simple and multiple lin-
ear regression results, indicating the moderating effect
of open system on the relationship of transformational

leadership and product innovation.

a. Open System on ldealized Influence and Radical

Product Innovation

The findings in table 10 indicate that open system
significantly moderates the relationship between ide-
alized influence and radical product innovation with

p value of 0.014 which is statistically significant since

Management, Technology Research and Innovation Exchange (MATRIX) by De La Salle Lipa
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p-value is less than 0.05. R2 Change of 0.092 denotes
that 9.2% of variation in radical product innovation is
the interaction between open system and individual-
ized consideration. As the moderating effect of open
system increase on individualized consideration, the

radical product innovation also increases.

Table 10. Moderating Effect on Idealized Influence and
Radical Product Innovation

Model Unstandardized
K R CoelTicients t-wvalue  p-value  Interpretation
(Beta)
Model 1 copstant 4279 37268 0.001
Idealized . -
Infuence 0468 0219 0.283 2416 0.01% Sigmiicant
S.‘?}_"““ 0.289 2463 0.017 Significant
System =
Model * Constant 4.249 38.772 0001
;dg""”d 0319 2 548 0.006 Significant
u O“:’J‘fe 0558 0.311
g p 0.295 2654 0011 Significant
System
Interachion 0.205 2561 0.014 Sigmficant

Dependent Variable: Radical Production Innovation Assessment
Moderating Vanable: Open System

R2Change: (1.092

The same result was concluded in the study of
Khattak et al. (2017). Overall organizational climate
moderates the relationship between transformational
leadership and employee creativity. In the study of
Teymournejad and Elghaei (2016), it states that there
is a positive relationship between idealized influence
and creativity of employees. This relationship is
stronger when the leaders are supportive of employees

and their tasks and work.

b. Open System on Intellectual Stimulation and Radi-

cal Product Innovation

The results in table 11 revealed that open system
significantly moderates the relationship between in-
tellectual stimulation and radical product innovation
(p = 0.007). Open system increases the effect of in-

tellectual stimulation to radical production innovation
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assessment having an R2 Change = 0.103. This means
that 10.3% of variation in radical product innovation
is the interaction between open system and intellec-
tual stimulation. As intellectual stimulation increase
creativity in employee the radical product innovation

also increases.

Table 11. Moderating Effect of Open System on Intellectual Simulation
and Radical Product Innovation

innovation.

Table 12. Moderating Effect of Open System on IM and
Radical Product Innovation

Maodel Unstandardized
R R Coefficients t-value  p-value Interpretation
(Beta)

Model 1 Constant 1279 38691 0.001
IQ;E::?:SS;] 0525 0276 0366 3229 0.002 Significant
.’?g;:'n 0267 2360 0.022 Significant

Model 2 constant 1249 40192 0001
[Q_:gzirf:t‘i';:"] 035 3268 0.002 Significant

. f}‘ o 0600 (360

s»-ftim 0788 2671 0010 Significant
Interachion 0190 1542 0.014 Sigmificant

Dependent Variable: Radical Production Innovation Assessment

Madel Unstandardized
R R Coefficients t-value p-value Interpretation
(Beta)
Model 1 copstant 1279 37.945 0.00]
Intellectual ) -
Stimulation 0497 0247 0.334 2849 0.006 Sigruficant
f_f’““ 0.249 2126 0.038 Significant
System =
Model 2 Constant 4225 39272 0001
E:.“n':llﬂ;::# 0.355 3223 0.002 Significant
- Open 0.592 0350
System 0.282 2.550 0014 Significant
Interaction 0256 2792 0007 Slgmﬁ;‘:ml

Dependent Variable: Radical Production Innovation Assessment
Moderating Variable: Open System

R2Change: 0.103

This is the same with the study of Yildiz and Oz-
can (2014) which revealed that the organizational cul-
ture moderated the effect of transformational leader-

ship on creativity.

¢. Open System on Inspirational Motivation and Rad-

ical Product Innovation

The results in table 12 revealed that open system
significantly moderates the relationship between in-
spirational motivation and radical product innovation
(p = 0.014). Open system increases the effect of in-
spirational motivation to radical production innova-
tion assessment (R2 Change = 0.084). R2 change of
0.084 denotes that 8.4% of variation in radical prod-
uct innovation is the interaction between open system
and inspirational motivation. This means the higher
the open system in a firm, the higher the relationship

between inspirational motivation and radical product

Moderating Variable: Open System

R2Change: 0.084

In the study of Sethibe and Steyn (2018), when the
relationship between transformational leadership and
its components and innovative behavior was exam-
ined, the results showed that inspirational motivation
and intellectual stimulation were significantly and

positively related to innovative behavior.

d. Open System on Inspirational Motivation and In-

cremental Product Innovation

The findings in table 13 indicate that open system
does not significantly moderate the relationship be-
tween inspirational motivation and incremental prod-

uct innovation (p = 0.127).

Table 12. Moderating Effect of Open System on IM and
Radical Product Innovation

Model Unstandardized
R R Coefficients t-value p-value Interpretation
(Beta)
Model 1 copstant 4.468 48207 0.001
Inspirational _ o . .
Motivation 0435 0.189 0.160 1682 0.099 Mot Signaficant
Open 0.252 2656 0011 Significant
Syslem =
Model 2 Constant 4484 48.740 0.001
Inspirational . . -
NMotivation oart a3 0.167 1783 0081 Not Signaficant
Open T | .
P 0.241 2.568 0.013 Significant
System =
Interaction 0.101 1.553 0127 Not Significant

Dependent Vanable: Incremental Product Innovation Assessment

Moderating Variable: Open System

R2Change: 0.038
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e. Open System on Individualized Consideration and

Radical Product Innovation

The results in table 14 revealed that open system
significantly moderates the relationship between in-
dividualized consideration and radical product inno-
vation (p = 0.009). Open system increases the effect
of individualized consideration to radical production
innovation assessment (R2 Change = 0.104). This
R2 change of 0.104 denotes 10.4% of the variation in
radical product innovation is the interaction between
open system and individualized consideration. As the
moderating effect of open system increase on individ-
ualized consideration, the radical product innovation

also increases.

Table 14. Moderating Effect of Open System on IC on Radical
Product Innovation

Model Unstandardized
R R Coellicients t-value  p-value Interpretation
(Beta)
Model  copstant 4279 36871 0.001
][’.‘”“:‘dT‘a“Z“Q 0450 0.202 0.261 2208 0.032 Sipnificant
somsideration b
Open System 0796 2.505 0016 Significant
Model  Constant 4250 38676 0.001
]r[‘l ‘{“".i‘:“l:ml 0.282 2526 0015 Significant
~onsideratnon 0.553 0306
Open System 0339 307 0.004 Sigmficant
Interaction 0244 2.703 0.009 Significant

Dependent Variable: Radical Product Innovation Assessment
Moderating Variable: Open System

R2Change 0104

In the study of Teymournejad and Elghaei (2016),
result shows that significant effect of individualized
considerations on employee creativity can provide a
competitive advantage for the organization and ulti-

mately improve organizational performance.

f. Open System on Individualized Consideration and

Incremental Product Innovation

The results in table 15 revealed that open system
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does not significantly moderate the relationship be-
tween individualized consideration and incremental
product innovation.

Table 15. Relationship of IC on Incremental Product Innovation

Individualized Consideration

- value WVerbal ~value Verbal
Interpretation P Interpretation
Incremental Product Negligible 0588 Not Significant
Innovation Correlation

Regression analysis was not performed since the
relationship between individualized consideration
and incremental product innovation is not significant.
Summary of the moderating effects of open system is
presented in Table 16.

Table 16. Summary of Moderating Effect of Open System to TL
and Innovation

Independent p-value

Hypothesis Variable Dependent Variable (Interaction) Significance
HO5 I Radical Innovation 0.014 Significant
H& 8 Radical Innovation 0.007 Significant
HO7a M Radical Innovation 0.014 Significant
HO7h Incremental [nnovation 0.127 Not Sipnificant
HO8a I Radical Innovation 0.020 Sipnificant
HO8b Incremental Innovation 0.588 No Moderation

The findings in this study are related with the re-
sult of the study of Imran and Haque (2011), which
confirms that open system facilitates the relationship
between transformational leadership innovative work

behavior of employees.

In the study of Imran et al. (2010), intense global
competition and perishable nature of the commodities
pressurizes the organizations to be flexible to the en-
vironment, to bring innovativeness in their processes,
to adapt to market trends and seek constant growth.
The perception of open system model of organiza-
tional climate would encourage the employees of such
organizations to facilitate innovative work behavior.
Similarly, in the study of Kayaalp (2018) it was found
out that organizational innovative climate moderates

the relationship between creativity and transforma-
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tional leadership. Furthermore, study of Yadav (2013)
proposed that transformational leadership is facilita-
tive for radical innovation whereas transactional lead-

ership is facilitative for incremental innovation.

On every business decision like expansion, diver-
sification, or even consolidation, resource manpower
capability is the primary factor being considered from
the management level down to the simple worker.
This study examined the effect of transformational
leadership — idealized influence, intellectual stimula-
tion, inspirational motivation and individualized con-
sideration — on machine design product innovation in
Company CDE. Results revealed that idealized influ-
ence, intellectual stimulation, inspirational motivation
and individualized consideration significantly affect
radical product innovation. Therefore, the study re-
jected H,

motivation was found to have a significant effect on

H,, H,,, and H , . Similarly, inspirational

incremental product innovation, thus the study rejects
HO3b. For H04b, results indicate that individualized
consideration does not have a significant effect on
incremental product innovation therefore the study
failed to reject HO4b.

It was also found out that open system sig-
nificantly moderates the relationship between each
component of transformational leadership and radi-
cal product innovation. Thus, the study rejected H ,,
H,, H,, and H . Conversely, the findings indicate
that open system does not moderate the relationship
between the inspirational motivation and incremental
product innovation as well as individualized consider-

ation and incremental product innovation. Therefore,

Management, Technology Research and Innovation Exchange (MATRIX) by De La Salle Lipa
BY _ND is licensed under a Creative Commons Attribution-NoDerivatives 4.0 International License.

the study failed to reject H, and H .

The study showed that the rank and file perceived
management leadership program to be influencing its
members towards radical product innovation, and that
the existing organizational climate which is open sys-
tem serves as catalyst of this relationship. This finding
is a good indicator for the business to get a competi-

tive edge through innovation.

The findings of this study revealed that transfor-
mational leadership is an important determinant of
radical product innovation, and that open system has
great effect to propel this relationship. The challenge
to Company CDE now is how to sustain and contin-
uously evolve so that they can adapt to the changing
business trend and environment. As transformational
leadership was being practiced in Company CDE, it
is recommended to include the transformational lead-
ership concept into the managers’ code of conduct
standard to serve as guide on executing programs and
setting expectations on managers. The code of con-
duct and training modules should also include how
managers will create and sustain better organization
climate through open system (flexibility, outward fo-
cus, and reflexivity). This must be reviewed and up-
dated semi-annually to adapt on changing trend and
strategy. Seminars and workshop for managers and
supervisors must be conducted semi-annually. The
human resource team should spearhead the prepa-
ration of standard modules and the identification of
subject matter experts who will facilitate the learning
of transformational leadership and open system, with
project execution examples, experience, and success

stories of innovation. This way, those will be put into
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actual practice simulation, and then eventually into the
field by younger generation of managers. While stand-
ard training modules and seminar/workshops will sus-
tain and maintain the leadership style, innovation and
adaptation to changing business environment must be
explored continuously. A collaboration with academe,
such as instructors’ industry immersion project, could
bring up a partnership that will tackle latest student
behavior and adjustment preparation for the incoming
future workforce. In return, industry work experience
could be given to the academe to continuously align
the education with the industry requirements. In ad-
dition, a benchmark or research activity with leading
big technology company can help in adding new pro-
grams for Company CDE. Lastly, with the findings of
the study, the organization is suggested to aggressive-
ly pursue its future plan to develop machines for other
segment of the global business, especially on the field
of medical and automotive, which are totally different

than the existing product.

The respondents considered in this study to de-
termine the effect of transformational leadership on
product innovation were the members of the Automa-
tion Department of Company CDE. Future research
can be done on other design or manufacturing com-
panies interested in assessing the perception of em-
ployees on leadership and organizational climate, in
order to verify if their future plans and projects are
supported by management style. Other types of lead-
ership styles such directive, participative, interactive,
charismatic, transactional, and strategic, may have
an effect on product innovation. On the other hand,
innovation type with regards to process, organiza-

tional, and market including specific elements of in-
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novation process like research and development, path
dependence, creativity, and task completion can also
be studied as there are strong suggestions that differ-
ent undertakings make diverse demand on leadership
(Kesting et al., 2015).

Abdullah N. H., Aziati A. H. N., Shamsuddin A. 2016. ‘Exploring the Relation-
ships Among Transformational Leadership, Organizational Culture,
and Product Innovation Using PLS-SEM’ Retrieved from https://
www.researchgate.net/publication/300102565_ Exploring_the Rela-
tionships_ Among_Transformational Leadership Organization-
al Culture and Product Innovation Using PLS-SEM

Agarwal, P. K. (2019). Effect of organisational climate factors on job satisfac-
tion of academic staff: Evidence from a private university in india.
AAYAM : AKGIM Journal of Management, 9(1), 24-34. Retrieved
from https://search.proquest.com/docview/2299359532?accoun-
tid=28547

Alahmad, Y. Y. (2016). Understanding the relationship between transformation-
al leadership styles: Idealized influence, intellectual stimulation,
inspirational motivation, individualized consideration and product
innovation among manufacturing and services firms: The role
of open system (Order No. 10307146). Available from ProQuest
Central; ProQuest Dissertations & Theses A&I; ProQuest Disserta-
tions & Theses Global. (1870807684). Retrieved from https://search.
proquest.com/docview/1870807684?accountid=28547

Al Ahmad, S., Easa, N. F., & Mostapha, N. (2019). The Effect of Transforma-
tional Leadership on Innovation: Evidence from Lebanese Banks.
European Research Studies Journal, 22(4), 215-240.

Al-husseini, Sawasn & Elbeltagi, Ibrahim. (2014). Transformational leadership
and innovation: A comparison study between Iraq’s public and
private higher. Studies in Higher Education.
10.1080/03075079.2014.927848.

Allen, G. P., PharmD., Moore, W. M., Moser, L. R., PharmD., Neill, K. K.,
PharmD., Sambamoorthi, U., PhD., & Bell, Hershey S,M.D., M.S.
(2016). The role of servant leadership and transformational
leadership in academic pharmacy. American Journal of Pharma-
ceutical Education, 80(7), 1-7. Retrieved from https://search.pro
quest.com/docview/1832184368?accountid=28547

Angell, B. D. (2017). Transformational innovation and transformational leader-
ship in the U.S. government department of defense acquisi-
tions workforce (Order No. 10605649). Available from ProQuest
Central; ProQuest Dissertations & Theses A&I; ProQuest Disserta-
tions & Theses Global. (1946179098). Retrieved from https://search.
proquest.com/docview/1946179098?accountid=28547

Behnam, S., & Cagliano, R. (2017). Be sustainable to be innovative: An anal-
ysis of their mutual reinforcement. Sustainability, 9(1), 17. doi:http:/
dx.doi.org/10.3390/su9010017

Cekmecelioglu H. G., O. O. Ilhan and A. Gunsel (2017). Transformational
leadership and individual creativity: the mediating role of intrinsic
motivation. Journal of Business, Economics and Finance (JBEF),
V.6, Iss.3, p.224-232. Permemant link to this document: http://doi.
org/10.17261/Pressacademia.2017.682

www.matrix.dlsl.edu.ph | 30



www.matrix.dlsl.edu.ph Vol. 1, No. 2, December 2023

Dawid, H., Kopel, M., & Kort, P. M. (2010). Innovation threats and strategic
responses in oligopoly markets. Journal of Economic Behavior &
Organization, 75(2), 203. doi:http://dx.doi.org/10.1016/].
j€b0.2010.03.003

Gumusluoglu, L., & Ilsev, A. (2009). Transformational leadership and organi
zational innovation: The roles of internal and external support for
innovation. Journal of Product Innovation Management, 26(3), 264-
2717.

Imran, R., & Anis-ul-Haque, M. (2011). Mediating effect of organizational
climate between transformational leadership and innovative work
behaviour. Pakistan Journal of Psychological Research, 26(2), pp-
183.

Imran, R., Saeed, T., Anis-Ul-Haq, M., & Fatima, A. (2010). Organizational
climate as a predictor of innovative work behavior. African Journal
of Business Management, 4(15), 3337.

Hu, H., Gu, Q., & Chen, J. (2013). How and when does transformational lead-
ership affect organizational creativity and innovation? Nan-
kai Business Review International, 4(2), 147-166. doi:http://dx.doi.
org/10.1108/20408741311323344

Iscan, O. F., Ersari, G., Naktiyok, A. (2014). Effect of Leadership Style on
Perceived Organizational Performance and Innovation: The Role
of Transformational Leadership beyond the Impact of Transaction-
al Leadership -An Application among Turkish SME’s. Procedia -
Social and Behavioral Sciences 150 (2014 ) 881 — 889

Jiang, Y., & Chen, C. C. (2018). Integrating knowledge activities for team inno-
vation: Effects of transformational leadership. Journal of Manage-
ment, 44(5), 1819-1847. doi:http://dx.doi.
org/10.1177/0149206316628641

Kayaalp, A. (2018). Transformational leadership, organizational climate and
individual creativity from a military culture perspective. Electronic
International Journal of Education, Arts, and Science (EIJEAS),
4(9).

Kazmi, S. A. Z. 2016. ‘Fusing Strategic Thinking and Transformational Lead-
ership to Harness new Product Development Team Dynamics for
Innovation.” PhD dissertation, University of Vaasa, Vaasa.

Kesting, P., Ulhei, J. P., Song, L.J., Niu3, H. (2015). The impact of leadership
styles on innovation management - a review and a synthesis. Journal

of Innovation Management. JIM 3, 4 (2015) 22-41. http://hdl.handle.
net/10216/81805.

Khattak, S. R., Batool, S., & Haider, M. (2017). Relationship of leadership
styles and employee creativity: A mediating role of creative
self-efficacy and moderating role of organizational climate. Pakistan
Journal of Commerce and Social Sciences (PJCSS), 11(2), 698-719.

Mukaka M. M. (2012). Statistics corner: A guide to appropriate use of corre-
lation coefficient in medical research. Malawi medical journal : the
journal of Medical Association of Malawi, 24(3), 69-71.

Nouri, B. A., Soltani M., Mousavi M. M., (2016). Effect of Transformational
Leadership and Knowledge Management Processes on Organiza-
tional Innovation in Ardabil University of Medical Sciences. Vol. 3,
No. 11, November, 2016 ISSN 2383-2126

Patterson M., West M., Shackleton V. J., Lawthom R., Maitlis S., Robinson
D.L., Dawson J.F., Wallace A.M. (2011). Development & Validation
of an Organizational Climate Measure. Journal of Organizational
Behavior, DOI: 10.1037/t62894-000, Retrieved from https:/www.
researchgate.net/publication/265037231 Development and valida-
tion_of an_organizational_climate measure/stats

Management, Technology Research and Innovation Exchange (MATRIX) by De La Salle Lipa
BY ND is licensed under a Creative Commons Attribution-NoDerivatives 4.0 International License.

Sang, L. C., Goh, C. F., Muhammad Badrull, H. A., & Owee, K. T. (2016).
Transformational leadership, empowerment, and job satisfaction:
The mediating role of employee empowerment. Human Resources
for Health, 14 doi:http://dx.doi.org/10.1186/s12960-016-0171-2

Sattayaraksa, T., & Boon-itt, S. (2014). The roles of CEO transformational
leadership on product innovation. Manchester: The International So-
ciety for Professional Innovation Management (ISPIM). Retrieved
from https:/search.proquest.com/docview/1690362332?accoun-
tid=28547

Singh, A., Shukla, T. (2019). Leadership and Innovation: A Gap in Aspiration
and Execution. International Journal of Academic Research & De-
velopment. Volume : 4, No. : 2, p 1-9. ISSN : 2395-1737. Available
at: https://www.researchgate.net/publication/332866676.

Soliman, F. (Ed.). (2015). From knowledge management to learning organisa-
tion to innovation : The way ahead!. Retrieved from https://search.
proquest.com

Teymournejad, K., & Elghaei, R. (2016). Effect of transformational leadership
on the creativity of employees: An empirical investigation. Engi-
neering, Technology & Applied Science Research, 7(1), 1413-1419.

Yadav, R. S. (2015). Linking various leadership styles to organizational innova-
tion: A theoretical approach. International Management Journal, 5,
30-42.

Yildiz, M. L., & Ozcan, E. D. (2014). Organizational climate as a moderator of
the relationship between transformational leadership and creativity.
International Journal of Business and Management, 2(1), 76-87.

Zhang, Y., Zheng, J., & Darko, A. (2018). How does transformational leadership
promote innovation in construction? the mediating role of innova-
tion climate and the multilevel moderation role of project require-
ments. Sustainability, 10(5), 1506. doi:http://dx.doi.org/10.3390/
sul0051506

www.matrix.dlsl.edu.ph | 31



