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Chapter 2
 


Definitions Of Transformational Leadership
 


Transformational leadership is a type of leadership style that leads 
to positive changes in those who follow. Transformational leaders 
are generally energetic, enthusiastic and passionate. Not only are 
these leaders concerned and involved in the process; they are also 
focused on helping every member of the group succeed as well. It 
is a leadership style where one or more persons engage with others 
in such a way that leaders and followers raise one another to higher 
levels of motivation and morality (Downton, 1973).


Bass (1998) defines transformational leadership as leadership 
that creates valuable and positive change in the followers. A 
transformational leader focuses on “transforming” others to help 
each other, to look out for each other, be encouraging, harmonious, 
and look out for the organization as a whole. In this leadership, 
the leader enhances the motivation, moral and performance of his 
follower group. Transformational leadership occurs when leaders 
broaden and elevate the interests of their employees, when they 
generate awareness and acceptance of the purposes and the mission 
of the group and when they stir their employees to look beyond 
their own self-interest for the good of the group.
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The History Of Transformational Leadership
 


James MacGregor Burns (1978) first introduced the concept of 
transformational leadership in his descriptive research on political 
leaders, but this term is now used in organizational psychology 
as well. According to Burns, transformational leadership is a 
process in which “leaders and followers make each other to 
advance to a higher level of moral and motivation”. Burns related 
to the difficulty in differentiation between management and 
leadership and claimed that the differences are in characteristics 
and behaviors. He established two concepts: “transformational 
leadership” and “transactional leadership”. According to Burns, 
the transformational style creates significant change in the life of 
people and organizations. It redesigns perceptions and values, 
changes expectations and aspirations of employees. Unlike in the 
transactional style, it is not based on a “give and take” relationship, 
but on the leader’s personality, traits and ability to make a change 
through vision and goals.


Another researcher, Bernard M. Bass (1985), suggested a 
transformational leadership theory that adds to the initial concepts 
of Burns (1978). According to Bass, the extent to which a leader 
is transformational is measured first in terms of his influence on 
the followers. The followers of such a leader feel trust, admiration, 
loyalty and respect to the leader and they are to do more than 
they expected in the beginning. The leader transforms and 
motivates followers by charisma, intellectual arousal and individual 
consideration. In addition, this leader seeks for new working ways, 
while he tries to identify new opportunities versus threats and tries 
to get out of the status quo and alter the environment.


The researchers, Bass & Avolio (1993), made an empirical study, 
which mapped the frequent leadership styles of managers and 
commanders. They located the two categories (transformational and 
transactional leadership) on a continuum and created more stages at 
the passage between those to leadership styles. This model is called 
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“The full range of leadership”.
 


The full range of leadership introduces four elements, traits or 
components of a transformational leader (4 I’s):
 
1. Individualized consideration (mentoring) - The degree to 


which the leader attends to each follower’s needs, acts as a 
mentor or coach to the follower and listens to the follower’s 
concerns and needs. The leader gives empathy and support, 
keeps on open communication and place challenges to the 
followers. This also encompasses the need to respect and 
celebrate the individual contribution that each follower can 
make to the team. The followers have a will and aspirations 
for self-development and have an intrinsic motivation for their 
tasks.


 
2. Intellectual stimulation - The degree to which the leader 


challenges assumptions, takes risks and solicits followers’ ideas. 
Leaders with this trait stimulate and encourage creativity 
in their followers. They nurture and develop people who 
think independently. For such leaders learning is a value and 
unexpected situations are seen as opportunities to learn. The 
followers ask questions, think deeply about things and figure 
on better ways to execute their tasks. Intellectual stimulation 
means inspiring people to think differently or creatively by 
suggesting new ways of looking at things. Transformational 
leaders challenge the status quo.


 
3. Inspirational motivation - The degree to which the leader 


articulates a vision that is appealing and inspiring to followers. 
Leaders with inspirational motivation challenge followers with 
high standards, communicate optimism about future goals, 
and provide meaning for the task at hand. Followers need to 
have a strong sense of purpose if they are to be motivated to act. 
Purpose provides the energy that drives a group forward. The 
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visionary aspect of leadership is supported by communication 
skills that make it precise and powerful. The followers are 
willing to invest more effort in their tasks, they are encouraged 
and optimistic about the future and believe in their abilities.


 
4. Idealized Influence/Charisma – This is the highest level of 


transformational leadership. The leader provides communal 
design of vision and purpose, values and norms that gives 
meaning to the work. By inculcating pride and feelings of 
mission within the stakeholders and providing personal example, 
the leader enhances the stakeholders performance capabilities. 
The followers trust and emulate this leader, identifying with the 
goals. They internalize the attitudes and goals and act in this 
“spirit” even when the leader is not around. Being charismatic 
is like having a dynamic, energetic and commanding presence. 
We idealize such people. Martin Luther King is a great example.
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Transformational Versus Transactional 
Leadership


 
The Transactional Leader:


 
 


Approaches followers with an eye to exchanging one thing for another 
… Burns


Pursues a cost benefit, economic exchange to met subordinates 
current material and psychic needs in return for “contracted” services 
rendered by the subordinate … Bass
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The Transformational Leader:
 


“Recognizes and exploits an existing need or demand of a potential 
follower… (and) looks for potential motives in followers, seeks to satisfy 
higher needs, and engages the full person of the follower” … Burns


The leader who recognizes the transactional needs in potential 
followers “but tends to go further, seeking to arouse and satisfy higher 
needs, to engage the full person of the follower … to a higher level of 
need according to Maslow’s hier- archy of needs” … Bass


 
Transformational leadership is a leadership perspective that 
explains how leaders change teams or organizations by creating, 
communicating and modeling a vision for the organization or work 
unit and inspiring employees to strive for that vision. Transactional 
leadership is more about ‘managing’ i.e. helping organizations 
achieve their current objectives more efficiently by linking job 
performance to valued rewards to ensuring that employees have the 
resources needed to get the job done. Transformational leadership 
on the other hand is more about ‘leading’ i.e. changing the 
organizations strategies and culture so that they can have a better 
fit with the surrounding environment. Transformational leaders are 
change agents who energize and direct employees to a new set of 
corporate values and behavior. Although transactional leadership 
steers an organization onto better courses of action, the caution is 
for the leader not to get trapped with the daily managerial work and 
forget relevance and forward (vision) casting.


Transformational leaders have a clear collective vision and 
most importantly they manage to communicate it effectively to all 
employees. They inspire employees to put the good of the whole 
organization above self-interest by acting as role models. They also 
stimulate employees to be more innovative, and they themselves 
take personal risks and are not afraid to use unconventional (but 
always ethical) methods in order to achieve the collective vision.Cop
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This form of leadership goes beyond traditional forms of 
transactional leadership that emphasized corrective action, mutual 
exchanges and rewards only when performance expectations were 
met. Transactional leadership relies mainly on centralized control. 
Managers control most activities, telling each person what, when 
and how to do each task. Transformational leaders, on the other 
hand, trust their subordinates and leave them space to breathe and 
grow.


 
The following table summarizes the differences between 
transactional and transformational leadership.
 


Transactional Leadership Transformational Leadership


Leaders are aware of the 
link between the effort and 
reward.


Leaders arouse emotions in their fol-
lowers which motivates them to act 
beyond the framework of what may be 
described as exchange relations.


Leadership is responsive and its 
basic orientation is dealing with 
present issues.


Leadership is proactive and forms new 
expectations in followers.


Leaders rely on standard forms 
of inducement, reward, punish-
ment and sanction to control 
followers.


Leaders are distinguished by their capac-
ity to inspire and provide individualized 
consideration, intellectual stimulation 
and idealized influence to their followers.


Leaders motivate followers by 
setting goals and promising re-
wards for desired performance.


Leaders create learning opportunities for 
their followers and stimulate followers to 
solve problems.
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Leadership depends on the 
leader’s power to reinforce 
subordinates for their suc-
cessful completion of the 
bargain.


Leaders possess good visioning, rhetori-
cal and management skills, to develop 
strong emotional bonds with followers.


 
Leaders motivate followers to work for 
goals that go beyond self-interest.


Table: 2.1 The differences between transactional and transformational 
leadership


 
Three Fundamental Goals Of Transformational 


Leadership
 


a.) Helping staff develop and maintain a collaborative culture: Norms 
of collective responsibility and continuous improvement 
encourage people to teach each other how to do things better. 
Transformational leaders involve staff in collaborative goal 
setting, reduce isolation, use bureaucratic mechanisms to 
support cultural changes, share leadership with others by 
delegating power, and actively communicate the company’s 
values, norms and beliefs.


 
b.) Fostering staff development: Employee motivation for development 


is enhanced when they internalize goals for professional growth. 
This process is facilitated when they are strongly committed to a 
corporate vision. To inspire and energize people, corporate goals 
should be explicit and ambitious but not unrealistic.


 
c.) Helping people solve problems more effectively: Transformational 


leaders stimulate people to engage in new activities and put 
forth that “extra effort”. Transformational leaders use practices 
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primarily to help staff members work smarter, not harder. These 
leaders share a genuine belief that their staff members as a group 
could develop better solutions than the leader could alone.


 


Why Transformational Leadership Is Important 
For Organizational Functioning


 
Numerous studies have shown that transformational leadership:


 
 


1. Significantly increases organizational performance
2. Is positively linked with long term market share and customer 


satisfaction
3. Generates higher commitment to the organization from their 


employees
4. Increases employee trust in management and organizational 


citizenship behaviours (i.e., extra-role work-related behaviours 
such as conscientiousness, altruism and sportsmanship that are 
discretionary, not related to the formal reward system of the 
organization)


5. Enhances employee satisfaction with both their job and the 
leader


6. Reduces employee stress and increases wellbeing.
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Transformational Leaders:
 


•	 Articulate a compelling vision of the future
•	 Use stories and symbols to communicate their vision and 


message
•	 Specify the importance of having a strong sense of purpose and 


a collective mission
•	 Talk optimistically and enthusiastically and express confidence 


that goals will be achieved
•	 Engender the trust and respect of their followers by doing the 


right thing rather than doing things right
•	 Instill pride in employees for being associated with them
•	 Talk about their most important values and beliefs
•	 Consider the moral and ethical consequences of decisions
•	 Seek different perspectives when solving problems
•	 Get employees to challenge old assumptions and to think about 


problems in new ways
•	 Spend time teaching and coaching
•	 Consider each individual employee’s different needs, abilities 


and aspirations
•	 Are compassionate, appreciative and responsive to each employee 


and recognize and celebrate each employee’s achievements.
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Transformational Leadership: Born or Bred?
 


Transformational leadership is not a quality that only a few 
privileged individuals possess. Managers can learn how to become 
more transformational with significant positive implications for 
their organizations.
 
There are two primary methods for transformational leadership 
training:
 
a.) Individual coaching sessions


 
In individual coaching, subordinates’ ratings as well as self-ratings 
of the manager’s transformational leadership style are obtained 
and subsequently fed back to the manager by a coach. Attention 
is usually drawn to discrepancies between subordinate and self-
ratings of leadership behaviours. The coach together with the 
manager is trying to explore the reasons for those discrepancies or 
identify the specific behaviours that might have led to them. The 
coaching sessions result in the development of specific action plans 
for enhancing the individual manager’s transformational leadership 
style.
 
b.) Workshops


 
In the second type of training, managers participate in workshops on 
transformational leadership. Common activities in those workshops 
include brainstorming of effective/ineffective leader behaviours, as 
well as watching videos that demonstrate various leadership styles 
in action.


Once again, the outcome of those workshops is the development 
of specific action plans for the participating managers.


Studies by Julian Barling (Queen’s University, Canada) and Kevin 
Kelloway (St. Mary’s University, Canada) have shown that both 
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training interventions are equally effective. Subordinates of trained 
managers report significantly more positive perceptions of their 
manager’s behaviours as well as higher organizational commitment 
than do subordinates of untrained managers.


 
Kevin Kelloway and Julian Barling suggest that managers can start 
behaving more transformational by:
 
•	 Making their decisions more transparent and by being consistent in 


their reasoning with their employees. Consistent use of the same 
criteria in decision-making builds respect and trust as employees 
know what to expect from the leader.


•	 Displaying more enthusiasm and optimism: Communicating 
the message that “I know you can do it” raises employees’ 
confidence and inspires them to try harder.


•	 Getting employees to think about work related problems in new 
ways: Instead of offering ready answers and solutions, managers 
can respond to employees’ questions by asking, “what do you 
think we should do?” Such behaviour would engage employees’ 
minds in the workplace and also involve them more in decision-
making.


•	 Making time to pay attention to individual concerns: Personally 
thanking subordinates for their efforts at work either in personal 
communication or “thank you” cards can have powerful 
motivational effects.
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Limitations Of Transformational Leadership
 


There is a great deal of perfectly effective leadership that is not 
transformational. It is possible to lead by citing hard facts in a 
quiet, soft or even assertive manner. Also, too much emphasis is 
placed on style over substance. Today, substance has become 
extremely important, including integrity or character and content 
(as in “content is king”). There is a growing demand for “evidence 
based” decision-making where, to show leadership, you need to cite 
hard evidence. Whether you can present your business case in an 
inspiring manner is not as important as having solid facts to back 
you up. You can have great sales skills to get people on board but 
if you do so for unethical purposes, this style of leadership can be 
dangerous. Cult leaders, for example, are often transformational. 
Secondly, without good content, leaders have nothing worth saying 
so it doesn’t matter how powerfully they say it.


Participative leadership means involving employees in making 
decisions. To be a participative leader, it isn’t necessary to be an 
inspirational speaker. Transformational leaders make their mark 
primarily by promoting a vision in an inspiring manner. We 
admire such leaders, but they aren’t necessarily skilled at employee 
engagement. They are like skilled sales people or promoters so they 
want to sell you their vision. In today’s knowledge intensive world, 
the participative leadership style is likely to be more engaging and 
motivating for knowledge workers.


Another issue is the fact that transformational leadership has, 
for some people, become the very meaning of leadership while 
its transactional counterpart is identified with management. This 
is unfortunate. The beauty of a purely functional way of defining 
leadership and management (leadership promotes new directions; 
management executes them) is that you can leave the style question 
completely open. Now we can say that inspirational leaders move 
followers to change direction while inspirational managers motivate 
employees to work harder. In this regard, style is concerned with the 
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manner in which you influence people and not a way of defining 
leadership. Suppose you lead by example by just quietly being the 
first to try something new. There is no inspiring speech or vision 
offered here.


 
Yukl (1994) draws some additional practical tips from 
transformational leadership for organization leaders:
 
1. Develop a challenging and attractive vision, together with the 


employees.
2. Hook the vision with the strategy for its achieving.
3. Develop the vision, specify and translate it to actions.
4. Express confidence, decisiveness and optimism about the vision 


and its implement.
5. Realize the vision through small-planned steps and small 


successes in the path for its full implementation.
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Foundations Of Transformational Corporate 
Leadership


 
The American Heritage® Dictionary of the English language defines 
a foundation as:
 
•	 The act of founding, especially the establishment of an 


institution with provisions for future maintenance.
•	 The basis on which a thing stands, is founded, or is supported.


 
The foundation of transformational leadership thus refers to the basis 
on which leadership practice is supported, or the non negotiable 
principles that will support a leader’s exercise of leadership and 
ensure its sustainability both in the short run and in the future.


Transformational leadership is not about quick fixes. It is about 
building, rewarding and sustaining passion and commitment. 
Modern leadership is about motivating committed followers.


This chapter addresses the fundamentals of leadership, which 
play a key role in transforming organizations. These fundamentals 
are;


 
•	 Strategic Leadership
•	 Visioning and
•	 Leading Ethically.


Co
py
ri
gh
t 
©
 2
01
2.
 A
nd
re
ws
 U
K.
 A
ll
 r
ig
ht
s 
re
se
rv
ed
. 
Ma
y 
no
t 
be
 r
ep
ro
du
ce
d 
in
 a
ny
 f
or
m 
wi
th
ou
t 
pe
rm
is
si
on
 f
ro
m 
th
e 
pu
bl
is
he
r,
 e
xc
ep
t 
fa
ir
 u
se
s 
pe
rm
it
te
d 
un
de
r 
U.
S.
 o
r


ap
pl
ic
ab
le
 c
op
yr
ig
ht
 l
aw
.


EBSCO Publishing : eBook Collection (EBSCOhost) - printed on 1/3/2017 7:36 PM via TRIDENT
UNIVERSITY
AN: 440991 ; Kirimi, David, Barine, Minja.; Transformational Corporate Leadership
Account: s3642728








Chapter 3
 


Strategic Leadership
 


Strategic leadership is the ability to anticipate, envision, maintain 
flexibility and empower others to create the needed strategic 
changes (Finkelstein, Hambrick & Cannella, 2008). In a company 
set-up, strategic leadership practice rests at the top, in particular, 
with the CEO, the board of directors and senior management 
officers (Kimutai, 2009). Regardless of their title and organization’s 
function, strategic leadership has substantial decision- making 
responsibilities that cannot be delegated. Indeed, strategies cannot 
be formulated and implemented to achieve above-average returns 
without strategic leadership (Finkelstein et al, 2008). In this regard, 
since strategic leadership is a requirement for an organization’s 
success, firms competing in the 21st century competitive landscape 
must embrace good corporate governance practices in their 
leadership (Davis, 2002).


Finkelstein et al (2008) state that, the success or failure of 
any organization rests on its leadership and firms collapse if the 
leadership suffers from the following weaknesses:


 
•	 The inability to respond or to identify threats,
•	 Overestimating their ability to control the firm’s external 


environment,
•	 Having no boundary between their interests and that of the 


company,
•	 A belief that they can answer all the questions, eliminating all 


those who disagree with them, and
•	 Underestimating obstacles and relying on what worked in the 


past (Icarus paradox phenomenon).
 


In addition, Sharma (2007) observes that organizations collapse 
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