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Abstract

This research paper will investigate the mediating role of intrinsic motivation and leader-member exchange
(LMX) between Transformational leadership and employee creativity. The study was conducted to understand
how creativity can be enhanced in small-medium organizations (SMES) by using leadership approach,
motivation and leader and member relationship. Data was collected from three small firms in Sydney
CBD region. Online questionnaires were used to measure independent variables: transformational
leadership, intrinsic motivation and LMX and dependent variable employee creativity. The sample consisted
of 116 professional employees working in different departments and their 30 immediate leaders including both
gender, different age group, educational background and work experience. The findings suggest that how
intrinsic motivation and leader-member exchange significantly affects employee creativity. Further, it explains
how these variables are positively related to transformational leadership approach. The result shows intrinsic

motivation and LMX mediate the relationship between transformational leadership and employee creativity.
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Introduction

Creativity is an inevitable part of this technologically globalized world. Amabile (1983) defined creativity
as the generation of useful and novel ideas, which are essential for innovation in any organization. Creativity and
innovation are essential for the survival of any small and medium organizations. This has resulted into the
involvement of researches in several studies to investigate how employee creativity can be enhanced, what
factors impact creativity and the relationship of leadership style and employee creativity (Shin and Zhou, 2003;
Zhang and Bartol, 2010; Gu, Tang and Jiang, 2015; Henker, Sonnentag and Unger, 2015).
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There are several studies which investigated and explore the relationship between leadership styles and
employee creativity, however, most of the studies focused on moral leadership approaches and how such
behaviours can impact employee creativity. Previous studies are based on leadership approaches,
behaviours and factors affecting employee creativity which were mostly conducted in Asian countries such as
China, Hongkong and South Korea (Shin and Zhou, 2003; Zhang and Bartol, 2010; Gu, Tang and Jiang, 2015;
Henker, Sonnentag and Unger, 2015). There is limited empirical research in the Australian context. This research
paper will focus on how intrinsic motivation and leader-member exchange (LMX) plays a mediating role
between transformational leadership and employee creativity in small and medium organizations (SMES) in
Sydney CBD region of Australia. Employee creativity is a dependent variable which depends on other
independent variables such as transformational leadership, intrinsic motivation and LMX (Shin and Zhou,
2003; Zhang and Bartol, 2010; Gu, Tang and Jiang, 2015; Henker, Sonnentag and Unger, 2015)

Problem statement

Most of the studies were conducted in Asian countries. Previous studies were conducted in a different
context, as a result, the findings cannot be generalized in the Australian context due to differences in
culture, law, legislative rules and regulations. Limited empirical studies are conducted in the Australian
region, as a result, there is a lack of empirical studies and information concerning transformational leadership
and employee creativity. There are small and medium organizations in Australia, who are struggling for survival
in this competitive world. Leadership is important to implement change and lead employees to think creatively
for the success and growth of organizations. Hence, the researcher will be conducting empirical research in
Sydney CBD region of Australia to analyse the significant relationship of transformational leadership and
employee creativity using intrinsic motivation and LMX as a mediating factor.

This study will explore the possible relationship between transformational leadership and employee
creativity and how intrinsic motivation and leader-member exchange (LMX) can impact employee creativity
in SMEs in Sydney CBD region.

The rationale of the study

In this globalized world, firms need 1o continuously renew and improve their product offerings, services and work
processes for long-1erm survival, profitability and growth (Geroski & Machin, 1992; Freel, 2000). Innovation
and employee creativity play a significant role in adapting this changing environment. Leadership is playing a vital
role in firms’ innovative ability. Leaders can guide employees to develop new ideas for performing a task
effectively and efficiently. Therefore, it is very important to undersland the role of leadership in employee
creativity.

Previous studies have invesligated how different variables such as employee identification to the leader,
employee-member exchange, learning orientalion, psychological empowermenl, promotion focus, intrinsic
motivation and creative engagement impacts employee creativity (e.g. Shin and Zhou, 2003; Zhang and
Bartol, 2010; Gu, Tang and Jiang, 2015; Henker, Sonnentag and Unger, 2015). Only scarce information
is available regarding these factors in the Australian context. Therefore, this study will establish a clear

relationship between transformational leadership and employee creativity.

52



Objectives of the study

The main objective of the study is to clearly explain the mediating role of intrinsic motivation and LMX
in the relationship between transformational leadership and employee creativity. Similarly, the study
will also help leaders and managers to decide what leadership behaviours they should adopt to support
employee creativity. Some objectives of the study are as follows:

1. The study will help to understand the theoretical basis of transformational leadership and
employee creativity.

2. The study will investigate what factors influence the creativity of employees.

3. The study will elaborate on the significance of appropriate leadership style for
employeeproductivity in Australian cultural context.
4. The findings of the study can recommend managers and leaders about their roleplay in

creativity and innovation.

Research questions

After carefully examining several papers based on a similar topic, Researcher has developed the following

research question which will be addressed in this research.

1. How transformational leadership enhances employee creativity in Australia?

2. How intrinsic motivation and LMX significantly related to transformational leadership in
Australia?

3. How intrinsic motivation and LMX is positively related to employee creativity in an Australian
context?

4, How intrinsic motivation and LMX mediate the relationship between transformational

leadership and employee creativity in Australia?

Literature Review

The researcher has reviewed several research papers based on leadership style and employee creativity; factors
affecting employee creativity. After carefully reviewing these research papers by a different author, | was
intrigued to learn how leadership approach could affect employee creativity. Some researchers show a direct
relationship between these variables whereas others have considered other variables to understand the indirect
effect. Creativity is essential for any organization in this technologically advanced world, where demands are
everchanging. Leaders need to initiate change for the survival of business in the long term and be able to
innovate. Therefore, it is important to emphasize the relationship of transformational leadership and employee
creativity (e.g. Shin and Zhou, 2003; Zhang and Bartol, 2010; Gu, Tang and Jiang, 2015; Henker, Sonnentag
and Unger, 2015).
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Creativity

In simple words, creativity is the ability to think differently and produce new ideas to perform any task
effectively and efficiently for the greater good. It helps to gain a competitive advantage over others.

According to Amabile (1998), three major components are leading to creativity namely. expertise, creative
thinking skills and motivation. Creative employees are assets for any organization, as they not only
increase productivity but also helps in the sustainable growth of business in this technologically changing
environment. Hence, leaders should encourage employees to think creatively in any organization.
Moreover, when managers and leaders understand the significance of employee creativity, they can adopt a

leadership approach which enhances creativity (Amabile, 1996; Shalley, Zhou, & Oldham, 2004).

Transformational Leadership

The concept of Transformational Leadership was emerged due to increase in self-actualization need of
employees. In addition to guiding followers, transformational leaders always motivate and encourage followers to
find better perspectives and techniques of performing a task for better results and the greater good. Such
leaders focus on the essential needs of the followers (Downton, 1973). Transformational leaders build a good
relationship with their team members and tend to inspire followers by engaging with them, sharing expertise,
resources and knowledge. In simple words, they teach them to work selflessly. Transformational leadership style
isappropriate when you are leading and working with complex workgroups and organizations, where followers
are challenged with higher expectations and feel empowered in addition to guiding them through different
situations (Iszatt-White, M., & Saunders, C., 2017, p121)

According to Avolio and Bass (1990), there are four indicators of Transformational Leadership, which are briefly
explained below:

Idealized Influence: Leaders always influence followers to work selflessly for the achievementof
organizational goal. Transformational leaders not only look for achieving the organizational goal but also care
about followers and employees’ need for professional growth. They motivate and encourage employees to
find better ways of doing a task and looking into it with different perspectives. They become a role model

for employees (Shin and Zhou,2009).

Inspired Motivation: Transformational leaders communicate the organizational mission and vision with
employees and motivate them towards goal achievement. Leaders have higher expectation from employees,
and they consider employees input in decision making and building a shared vision. Employees are motivated

by their leaders and always try to fulfil organizational goal (Shamir et al., 1993).

Intellectual Stimulus: Leaders share expertise, experience and knowledge with employees and encourage them
to develop a curiosity. They challenge employees to find a better way to perform a task effectively and
efficiently. Employees are more confident and aware of strengthening creative thinking skills. Leaders can
infuse stimulating factors such as a reward system for encouraging participation in creative processes
(Avolio et al., 1999).

Individualized Support: Leaders always think and care about the professional growth of their
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employees. They provide individualized support for employees to build a good relationship where they can
exchange their creative ideas. Leaders always acknowledge the performance of employees and motivate them to
think creatively (Shamir et al., 1993).

Intrinsic Motivation
Intrinsic motivation is the feeling of employees towards a task. An employee engages in a task wholeheartedly to
fulfil the given task due to interest and belongingness. It arises within an individual due to internal rewards.
Individual's intrinsic task motivation plays a significant role in determining behaviours which may result in creative
outcomes (Amabile, 1983). Intrinsic motivation motivates an individual to perform beyond their expectation
(Amabile, 1988: 133)

Leader-member exchange (LMX)

Leader-member exchange is the relationship shared by a leader with their team members.
Transformational leaders treat employees with fairness, morality and integrity while employees have trust,
liking and respect towards their leaders. They can share expertise, resources and ideas to employees to
motivate employees to come up with new ideas (Gu et al., 2015).

Employees feel comfortable to share their ideas and skills with leaders when there are mutual
understanding and cordial relationship between them.

Leader-Member exchange

Intrinsic Motivation (LMX)

Transformational ]
Eeatiemnin Employee Creativity

Fig 1: The mediating role of intrinsic motivation and leader-member exchange (LMX)between

Transformational leadership and Employee Creativity

Relationship between Transformational Leadership and Employee creativity

Transformational leadership approach assumes that leader always seeks for professional growth of employees
along with goal achievement. They consider the individual need of employees and motivate them to think out
of the box for productivity (Iszatt-White and Saunders, 2017). There isa mutual understanding and bond
between leaders and employees, where there is no pressure of deadline and freedom of speech to voice
unique ideas. Creativity is described as a social process of generating novel and useful ideas (Amabile,
1883). Previous researches have suggested that there is a positive relationship between transformational
leadership and employee creativity (e.g., Shin and Zhou, 2003; Gong, Huang and Farh, 2009; Zhang and Bartol,
2010). Based on theories of transformational leadership and employee creativity and previous studies, | have

proposed the following hypothesis:
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Hypothesis 1: Transformational leadership is positively related to employee creativity.

Intrinsic motivation and transformational leadership

The concept of transformational leadership is based on motivating employees to become competitive with
the development of creative thinking (Hen. Transformational leaders provide intrinsically motivation to
employees by considering their individual need and provide moral support for their professional growth. As a
result, it boosts the intrinsic motivation of employees to perform the task with efficiency (Zhang and Bartol,
2010).

Hypothesis 2: Intrinsic Motivation is a significant indicator of Transformational leadership.

Intrinsic Motivation and Employee creativity

Intrinsic motivation of employee motivates them to perform any task with their interest. Intrinsic motivation
increases employee participation in creative activities which involves brainstorming and developing cognitive
skills. These skills are critical to producing creative outcome (Amabile, 1983). It plays a significant role in
enhancing employee creativity and previous research have provided evidence that there is a positive

relationship between intrinsic motivation and employee creativity (Zhang and Bartol, 2010).

Hypothesis 3: Intrinsic motivation is significantly related to employee creativity.

Leader-Member Exchange (LMX) and Transformational Leadership

Leader-member exchange is based on the relationship of the leader and their employees. They buildgood
rapport based on trust and respect for each other. Leaders can share their expertise, knowledge,
experience, and skills with employees (Gu, Tang and Jiang, 2013). Similarly, employees can share their
new ideas and skills with leaders. Transformational leaders always acknowledge new ideas and appreciate
employees for their effort. Previous studies have suggested that transformational leadership behaviours
inspire employees to work selflessly to achieve organizational goal. Additionally, such leaders care for
employees and encourage them to explore new ideas for professional growth (Bass and Avoli, 1990). Based on

these studies and theories, the researcher has proposed the following hypothesis:

Hypothesis 4: Leaders member exchange is positively related to transformational leadership.
Leader-member exchange (LMX) and Employee creativity

Leaders care for their employees’ need and both share their expertise, resources, skills with each other. Leaders can
challenge employees with higher expectations to encourage employees to come up with new ideas. The
exchange relationship between leader and team member creates supportive environment for developing
and enhancing creative thinking in organizations (Gu et al., 2013).

Hypothesis 5: Leader-member exchange is directly related to employee creativity.

Moreover, the hypothesis based on the aforementioned hypotheses and theories which will clearly
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explain the mediating role of intrinsic motivation and LMX in the relationship between transformational

leadership and employee creativity.

Hypothesis 6: Intrinsic motivation and LMX significantly mediate the relationship between

transformational leadership and employee creativity.

Methodology

The researcher will be directly contacting managers of three small firms: accounting, consultant and IT
for discussing my research proposal and its relevance with the selected firm. With their consent, the
researcher will be accessing the human resource database for listing professional employees and their
immediate supervisors for data collection. The cross-sectional online survey will be used for data
collection from 116 employees and their immediate 30 leaders. An online questionnaire will be sent
separately for both employees and leaders to measure dependent, independent and control variables. This
method is cost-efficient and time-effective. Participants can take this survey at their convenience which will
increase the response rate. It does not affect working hours and performance of the participants. All
respondents were assured that confidentiality will be maintained throughout the study.

Employees were asked about transformational leadership behaviours, intrinsic motivation and leader-
member exchange, whereas leaders were inquired to measure employee creativity. Transformational
leadership will be measured using the multifactor leadership questionnaire (MLO) Form 5X-Short (Bass
and Avolio, 1995). Respondents required to indicate which statements accurately resemble their
immediate supervisors in seven-point Likert scale ranging from 1, strongly disagree to 7, strongly agree.
The statements were attributed to four indicators of transformational leadership (Bass and Avolio, 1995).
The researcher has adopted three scale items to measure intrinsic motivation developed by Amabile,
1995. Leader-member exchange will be measure by using 11-item LMX scale developed by Linden and
Maslyn (1998) which includes sample item “I like my supervisor very much as a person”, “I do work for my
supervisor that goes beyond whatis specified in my job description”. A 13-item scale will be used to determine
employee creativity based on sample items: how often employees come up with new ideas, what does the
employee do when they face with a new challenge, how often employees share new ideas and so on ( Zhou and
George 2001).

Data will be analysed using SPSS statistical tool. To check the reliability and validity of data, we will run
factor analysis and compare reliability tools. Confirmatory factor analysis (CFA) and discriminant
validity will be used to check the validity of each construct of the study. Similarly, factor loading and

composite reliability will examine the reliability of data.

For hypothesis testing, the researcher will use four stages of regression analysis developed by Baron and Kenny,
1986. This regression analysis helps to understand the relationship between the dependent and independent
variables of the study. Initially, we will run a simple linear regression analysis between transformational leadership
and employee creativity to measure the direct effect. Inthe second stage, we will learn multiple regression
to analyse the effect of intrinsic motivation and LMX on Transformational leadership. In the third stage,
we will run multiple regression analysis to measure the direct effect of intrinsic motivation and LMX on

employee creativity. In the final stage, we willconduct multiple regression analysis to see the mediating
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effect of intrinsic motivation and LMX between transformational leadership and employee creativity (Baron
and Kenny, 1986).

Implications of the study

This study suggests that how appropriate leadership style can affect the creativity of employees. The findings
of the study can guide leaders and managers to build a good relationship with employees where both can
exchange their experience, skills and resources to create a supportive environment for creative thinking
(Henker et al., 2015; Gu et al., 2015). Similarly, leaders can develop strategies to stimulate intrinsic
motivation among employees, which will motivate employees to produce a creative outcome (Zhang and
Bartol, 2010). Organizations can implement these findings to recruit rational employees who are eligible for
the position, and they can be trained by using training and development programmes (Maria, 2000).

This study integrates transformational leadership theories and creative theories to understand their
relationship and mediating role of intrinsic motivation and leader-member exchange (Zhang and Bartol,
2010; Guetal., 2015, Henker et al., 2015).

Limitations of the study

The study uses a cross-sectional survey which means data will be collected at one time only and respondents
cannot change or update their response after submission of an online questionnaire, hence it may lack
observational validity. The study will be based on the Sydney CBD region, as a result, the findings of this
study may not be applicable in another region. Similarly, self-reports were used to measure the different
construct of the study which can result in socially desirable bias in data collection. The study does not consider
external motivation which also impacts employee creativity.

Future research can look for the relationship between extrinsic motivation and employee’s creativity. The
relationship between leader-member exchange and intrinsic motivation can be considered for further analysis

of leadership and creativity of employees.

Conclusion

The researcher has highlighted the research gap in the introduction that limited research is available in Australian
cultural and leadership style context. The study suggests how transformational leadership behaviours are
positively related to employee creativity. In this study, we verified the mediating role of intrinsic motivation
and employee creativity in establishing the relationship between transformational leadership and employee
creativity in Australia. During data collection, all participants will be explained about the purpose of the
study. Participants can willingly participate in the survey and quit the survey at any time as per their
convenience. Respondents will be assured that confidentiality will be maintained, and the consent form will

be provided before we collect data.
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