o '",;:; Faculty of Commerce
- . . z
b Tanta University

The Scientific
Journal of Business
and Finance

Multidisciplinary Journal
Accounting, Management, Economics,
Statistics, Mathematics and Insurance [

Business and Finance
https://caf.journals.ekb.eg

! The Scientific Journal of
!

Theoretical Foundations of Transformational Leadership in
Modern Organizations

Ali Abdullah M. Alshehri

Master of Business Administration Al Yamamah University, supporting research for applying
for a PhD in Business

Published online: June 2024.

To cite this article: Alshehri, Ali Abdullah M. Theoretical Foundations of

Transformational Leadership in Modern Organizations, The Scientific Journal of
Business and Finance, 44 (2), 60:69

DOI:_10.21608/caf.2024.371225

*Corresponding authorAli.ab.alshehri@gmail.com




Ali Abdullah M. Alshehri

Theoretical Foundations of Transformational Leadership in
Modern Organizations

Ali Abdullah M. Alshehri

Master of Business Administration Al Yamamah University, supporting research for applying
for a PhD in Business

Article History

Received 4 May 2024, Accepted 10June 2024, Available online June 2024

Abstract:

This paper delves into the theoretical foundations of transformational leadership,
exploring its relevance and application in modern organizational contexts. Transformational
leadership characterized by the ability to inspire and motivate followers towards achieving
higher levels of performance and fostering significant organizational change, is grounded in
various psychological and sociological theories. Transformational leaders are characterized by
their ability to articulate a compelling vision, provide intellectual stimulation, and offer
personalized support to their followers. In today's fast-paced and complex business landscape,
transformational leadership is increasingly recognized for its effectiveness in enhancing
organizational performance, promoting employee engagement, and cultivating a resilient and
adaptable workforce capable of meeting contemporary challenges. Through a comprehensive
literature review and analysis, the paper highlights the critical role transformational leadership
plays in navigating the complexities of today's rapidly changing business environments,
offering insights into how leaders can effectively drive change and foster a culture of
continuous improvement.

Keywords: Transformational leadership, Modern organizational, Employee engagement,
Contemporary challenges, Rapidly changing business environments, Culture.

1. Introduction:

Change is an enduring and perpetual phenomenon in the earth. In our magnificent
universe, everything undergoes periodic changes, and individuals must always adapt
accordingly. The case of doing modern business is not exempt from that situation.

Companies in today's society encounter novel challenges and transformations,
necessitating a proactive and innovative approach. They must effectively utilize all resources
to sustain their competitive edge while harnessing their creative capabilities fully.

In contemporary business, success hinges on outperforming competitors through
proactive shift identification and monitoring and the use of optimal methodologies and tactics
to secure advantages and advance.

Companies require leaders who can motivate their subordinates, actualize their vision,
and voluntarily and enthusiastically facilitate the implementation of required changes. These
leaders must foster a totally cooperative and committed team dedicated to achieving the
common objective. The transformational leader is an exemplary figure for their staff,

61



Volume 44, Issue 2 2024. 60:69 The Scientific Journal of Business and Finance

motivating them to take independent action and accountability, recognize their capabilities and
limitations, and consistently strive for personal growth and innovation.

Integrity, honesty, trustworthiness, creativity, team focus, gratitude, learning,
accountability, and recognition are traits of a transformative leader. He effectively alters
people's beliefs and expectations by providing personal examples and taking action.
Additionally, his contagious excitement motivates followers to surpass typical levels of
performance. Transformational leaders inspire and motivate employees to be highly engaged
and productive by their example. Furthermore, they can effectively handle organizational
changes and their impact on people, promoting growth, mitigating risks, and minimizing
adverse consequences.

2. Research aim:

This study explores and articulates the theoretical principles of transformational
leadership in modern organizations. It examines how inspirational motivation and intellectual
stimulation enhance organizational effectiveness and employee development. The research
also identifies challenges and provides insights into best practices for successful
implementation.

3. Research Methodology:

For the aim of this study, the researcher relied on the descriptive approach and
secondary data. Theory studies use the descriptive approach to outline and explain current
theories and concepts for complete comprehension. It reveals knowledge gaps, trends, and
linkages. This method vividly maps the theoretical terrain, laying the groundwork for future
research and implementation. (Siedlecki, 2020) Secondary data helps researchers create and
understand study questions and expands their knowledge base. It also gives a solid foundation
for study and helps discover acceptable methods. Secondary data can simplify source data
interpretation (Hair et al., 2019).

3. Transformational leadership concept:

Transformational leadership involves the comprehensive transformation of several
aspects of an organization, such as organizational behavior, cultures, personnel, and other
stakeholders. Additionally, it includes the act of leaders transforming themselves (Ghasabeh et
al., 2015). Leadership that inspires followers to fully commit to achieving the organization's or
unit's shared goals is known as transformational leadership (Bush, 2018). Coaching,
monitoring, and providing support and challenges are all part of this leadership style,
encouraging followers to think creatively and solve difficulties. Upon closer examination of
those definitions and interpretations, it becomes evident that transformational leadership
involves implementing changes by the current circumstances and effectively motivating and
inspiring employees to reduce inefficiencies and increase productivity. This philosophy
encourages executives to motivate staff to embrace change and move away from conventional
views. It also aims to motivate individuals to start new mechanisms through inventive
experiments (Korejan & Shahbazi, 2016). The concept and practice of transformational
leadership have experienced substantial growth in interest over the past three decades
(Anderson, 2017).
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The research into the cause of that rise reveals intriguing results. The early 1970s
brought about substantial changes in the world, forcing pioneering firms like GM, AT&T,
Coca-Cola, Gillette, and Toyota to drastically modify their corporate operations (Cetin &
Kinik, 2015). Transformational leadership's expanding and dominating influence in
commercial contexts can be attributed to its foundational concepts. Traditionally, leadership
theories and practices have mostly focused on traits, behavior, and settings, neglecting to
consider the atypical characteristics of leaders. That enhances transformative leadership by
enabling the interpretation of atypical attributes leaders exhibit (Sun et al., 2017). O'Reilly and
Chatman (2020) and Stempel et al. (2015) used factor analysis to determine what makes a
leader transformative. The four main elements are ideological sway, inspirational motivation,
intellectual stimulation, and personalized care. Building trust and confidence in one's followers
is an idealized form of influence.

A leader's ability to establish themselves as a role model enables them to influence
their followers, who naturally drive to replicate their behavior in all situations. Inspirational
motivation fosters an enticing environment that encourages employees or followers to break
away from conventional thinking and perceive themselves as integral contributors to the
organization, yielding improved outcomes. It is primarily associated with the charismatic
leadership phenomena. Intellectual stimulation encompasses the methods and approaches that
leaders adopt to motivate their followers to be inventive, imaginative, and concurrently focused
on challenging the beliefs and assumptions held by employees. Personalized treatment is a
fundamental component of contemporary management methodologies. The component of
transformative leadership that emphasizes personalized attention is dedicated to addressing this
matter. It entails the application of distinct personalized approaches to followers, considering
their talents, knowledge, and the process of transformation (Budur, 2020).

Reza (2019) has revealed six more components of transformational leadership. The
organization's goals and dreams include fostering intellectual development, offering
individualized assistance, modelling professional conduct, demanding excellence, and
facilitating employee input into decision-making.

4. Components of transformational leadership:
The concept of transformational leadership comprises four key elements: Idealized

influence, Inspiring motivation, Intellectual stimulation, and Individualized consideration.
4.1 Idealized influence

A leader with idealized influence inspires awe and admiration in their followers by living
up to high standards of personal excellence and moral rectitude. In order to gain their followers'
adoration, respect, and trust, transformational leaders display behavior that makes them stand
out as role models. These leaders admired for their charisma and other admirable traits, which
have made them icons. Leaders who provide a good example for their followers are said to
have idealized influence. Gaining great respect and trust from their followers is a direct
outcome of leaders providing them with a clear vision and objective for their organization
(Anderson, 2017).
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4.2 Inspiring motivation

The second part of inspirational motivation is a leader's ability to get followers to go above
and beyond what they thought they could achieve. To be a transformational leader, one must
be able to inspire and drive those around them by giving their work purpose and purposeful
opportunities to grow. Essential components of motivating followers to achieve organizational
goals, promoting commitment in all areas, and inspiring followers to be dedicated to the
organization are all parts of transformational leadership. These leaders are goal-oriented, have
a clear vision for the future, and can motivate their followers to work towards it. The alignment
of individual and organizational goals is a result of inspiring motivation, which makes the
accomplishment of organizational goals seem like a good way to achieve personal goals. A
transformational leader inspires and motivates those around them. (Cetin & Kinik 2015)
4.3 Intellectual stimulation

Transformational leaders motivate their followers to think innovatively and imaginatively
by questioning norms, reinterpreting obstacles, and fostering novel concepts. The errors made
by individual members are not open to public examination. Intellectual stimulation involves
the leader motivating the followers to autonomously examine and resolve problems, thus
promoting the growth of their abilities and competencies. Intellectual stimulation pertains to
the obligation of leaders to foster and motivate originality and ingenuity in their subordinates.
Followers are encouraged to explore innovative methodologies, and their ideas are not
criticized purely based on their deviation from the leaders' views. Intellectual stimulation is
crucial for empowering individuals and fostering their continuous growth. Nguyen et al. (2023)
assert that Socrates seen as a dynamic and provocative leader despite his reputation as a
disruptor who questioned the existing social structure.

4.4 Individualized consideration

As a coach or mentor, transformational leaders put their followers' needs first, ensuring that
everyone has the support they need to reach their full potential. Fresh learning opportunities in
a supportive environment are the building blocks of individualized attention. Personalized care
considers that people are different in terms of their strengths, weaknesses, interests, and
dislikes. One feature of transformational leadership is the practice of personalized attention.
This kind of leadership shows that the leader cares about their followers and is prepared to help
them build good habits at work. We take into account your needs and desires. The leader's
actions demonstrate that they understand and value diversity. To make the most of leaders'
skills and effectively carry out their responsibilities, they must possess the right
transformational competencies (O'Reilly & Chatman, 2020).

5. The role of transformational leaders:

Transformational leaders play a crucial role in improving the performance of an
organization by driving its transformation. The efficacy of the transformative process hinges
upon their attitudes and ideals. Transformational leaders possess several essential traits:

e Personal example and charisma.
e Having the following qualities.
e Believing in one's principles and behaving in line with them.
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e Understanding and trusting others.

e Supporting innovation and believing in one's own decisions to make the organization

better.

e The promotion and support of innovation.

e The conviction that they make the right decisions to promote positive change within

the organization.

An essential quality of transformational leaders is charisma. To be developed into a
transformational leader, charisma is an essential quality. It takes more than just one quality,
though, for a leader to carry out a transformation effectively.10 Leaders with charisma can
make their followers feel connected to them and move them to great emotional depths.
Autocratic leadership styles also exhibit this quality, though. However, the goal of
transformational leadership is to make followers feel an emotional connection to the leader's
vision as much as allegiance to the leader's beliefs.

6. The Benefits and Uses of Transformational Leadership:

Global studies on the transformational leadership (Siangchokyoo et al., 2020; Andriani
et al., 2018; Hansbrough & Schyns, 2018; Giddens, 2018) have revealed that transformational
leaders have innate traits like high standards, a never-ending desire to learn, perseverance, a
strong passion for knowledge acquisition, recognition as change agents, a clear and specific
value system, enthusiasm, effective communication skills, a lifelong commitment to learning,
strategic thinking, courage, a willingness to take risks, visionary thinking, empathy for
employees' problems, a strong sense of self-evaluation, a focus on the needs of the public, the
capacity to mentor and act as an example, inspiring charisma, and mastery in the deal.

An analysis of these characteristics suggests that transformational leaders possess
nearly all the traits and qualities necessary to carry out extremely successful leadership
campaigns in organizational settings. These essential attributes help leaders gain a distinct
advantage over others, which can benefit the organization in several ways. Transformational
leadership strategies increase capacity enhancement and thus promote the employees' sense of
belongingness, leading to a higher commitment to sustaining their work ethics (Giddens, 2018).
Bednall et al. (2018) and Kotamena et al. (2020) define transformational leadership as
expanding and improving the scope of followers' interests while ensuring their clear
understanding of the organization's objective. During the subsequent stage, those adherents
attended the gathering and exerted their utmost effort to accomplish the organization's
overarching objectives. Transformational leaders also enhance the mindset of the employees.
Research conducted by Asbari et al. (2020) revealed that effective transformational leaders
facilitate the progression of individuals from lower-level demands, such as survival, to higher-
level wants, such as respect and recognition.

The most notable achievement of transformational leaders lies in their ability to
convince people that their interests are deeply intertwined with broader organizational
interests. If individuals can contribute to the organization's pursuit of broad interests, their
interests are immediately fulfilled. This kind of leader excels in fostering trust,
acknowledgment, mutual esteem, integrity, and professional principles among the personnel.
It also encourages employees to reflect on their growth and achievements in their work
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(Hansbrough & Schyns, 2018). Transformational leaders prioritize viewing individuals as
complete human beings rather than just machines. They strongly advocate for fair treatment by
considering each person's human aspects. According to Jackson (2020), transformational
leadership is primarily characterized by a self-reflective process of change for both leaders and
followers rather than being driven by influence or adherence to specific standards. Research
undertaken by Top et al. (2020) and Prestiadi et al. (2020) has shown that transformational
leadership involves a gradual and reciprocal process of motivating and improving followers
and leaders.

The process above transforms those who follow into individuals who lead and those
who lead into individuals who act according to moral principles. The entire procedure is
unequivocally grounded in moral principles. Such methods facilitate participative decision-
making and foster a sense of significance among followers. According to Jackson's (2020)
essays on transformational leadership, it emphasized that transformational leaders actively
involve themselves in identifying both the external and internal demands of their followers,
and they continuously explore innovative methods to fulfill these needs. Transformational
leaders have a significant influence in fostering enthusiasm within the organizational context.
Employees see a significant improvement in their well-being and productivity when they have
a strong passion for their profession. The research articles by Siangchokyoo et al. (2020)
emphasize that transformational leaders possess charismatic qualities. They possess an
additional quality that significantly encourages others and brings out the best in personnel. The
studies conducted by Giddens (2018) strongly advocated for the use of transformational
leadership strategies. They contended that those leaders are crucial for achieving success,
especially today. The style is distinctive and highly likely to succeed in the dynamic and
evolving corporate environment. That is because transformational leaders possess qualities
such as boldness, strategic risk-taking, thoughtful change management, charismatic influence,
psychological acumen, positive reinforcement, and the ability to orchestrate the rhythm of an
organization.

7. Criticisms of transformational leadership in the management:

The current corporate environment is commonly characterized by unpredictability and
volatility. Constant change occurs every second, and the topic of transformation consistently
garners attention (Siedlecki, 2020). The prominence and attention given to transformational
leadership strategies is significant and widespread among all those involved. According to the
literature, this leadership method has many applications, advantages, and potential. However,
numerous management studies have implied that it is not without hazards. Transformational
leadership is not immune to suspicions and criticisms, nor can it be considered flawless or
angelic. Like many other management and leadership theories, transformational leadership also
has drawbacks (Giddens, 2018). It receives critiques primarily from libertarians and
organizational development specialists. Asbari et al. (2020) and Jackson (2020) contend that
transformational leaders are responsible for initiating changes. However, without the support
of moral foundations, there is no assurance that these changes will benefit the organization and
its employees.

Critics have argued that Transformational leadership theory is excessively elitist and
overly focused on the heroic image of leaders, often neglecting the needs and contributions of
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many followers (Eliophotou et al., 2021). Some studies (Eliophotou et al., 2021; Saad Alessa,
2021) have contended that transformational leadership predominantly characterized by
charisma rather than practicality. It possesses mythical leadership qualities and has limited
extraordinary powers in the real world. Several opponents (Greimel, 2023; Deng et al., 2023)
have identified significant deficiencies in the MLQ. They contended that
MLQ lacked thorough methodologies to guarantee a robust research foundation. Without a
platform of this nature, it is impossible to guarantee consistency, dependability, validity, and
replicability in the long term. The researchers also identified numerous conflicting research
findings that revealed the weaknesses of the transformational leadership theory and the MLQ.
Transformational leadership consistently focused on achieving a high level of efficacy in the
leaders' vision.

To prevent dictatorships and the subjugation of minor groups at the hands
of major groups, Nguyen et al. (2023) state that transformative leaders are incapable of
checking competing interests and influences. While transformational leadership was effective
at times of crisis, its wusefulness appears to have diminished in more mundane
contexts. Furthermore, not every culture can use it. Western cultures are more conducive to
transformational leadership, say Cetin and Kinik (2015), than Eastern ones. Several Eastern
civilizations have a reputation for having followers who are content to take directives from
above rather than actively participating in creating decisions. Implementing transformative
leadership could have unintended negative effects, and it's never easy to shake them from their
long-established routines. Thus, cultural diversity and disparities significantly diminish
transformational leadership's utility.

8. Conclusion:

Transformational leadership strongly corresponds to the leadership archetype that
individuals imagine when describing their ideal leader, and subordinates will probably strive
to imitate this model. Transformational leadership exerts a more significant influence on the
motivation and  performance of followers than  transactional leadership.
Nevertheless, effective leaders employ a combination of both leadership approaches.
Transformational leadership aims to authentically change individuals and organizations - to
modify their thinking and attitudes, increase their vision, perspectives, and understanding,
clarify their goals, and connect their actions with their beliefs, principles, and values.
Transformational leadership entails leaders actively engaging in initiatives to enhance their
followers' knowledge of moral correctness and significance.

The leaders also strive to enhance the motivational maturity of their followers,
encouraging them to go beyond their interests, ultimately benefiting the group, organization,
or society as a whole. These leaders offer their supporters a clear objective beyond a
basic exchange of incentives for their efforts. Transformational leaders exhibit proactive
behavior in several distinct and exceptional manners. These leaders are striving to maximize
progress rather than solely focusing on efficiency. Development encompasses enhancing and
refining one's skills, drive, mindset, and principles. These leaders aim to enhance their
followers' maturity level, addressing their many demands, such as security, achievement, and
personal growth. They encourage their followers to aspire to greater degrees of
accomplishment and higher levels of moral and ethical principles. By cultivating their
supporters, they enhance the growth and progress of their organization. The supporters'
exceptional performances contribute to the organizations' exceptional performance.
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