
 
International Journal of Economics and Management Sciences 

Vol. 1 No. 1 February 2024 
e-ISSN: 3046-9279, p-ISSN :3048-0965, Page 19-23 

DOI: https://doi.org/10.61132/ijems.v1i1.324      
Available online at: https://international.areai.or.id/index.php/IJEMS 

Received: January 17, 2024; Revised: January 31, 2024; Accepted: February 15, 2024; Published : February 29, 2024;  

 
 
 
 
 

Assessing The Influence Of Leadership Styles On Organizational 

Innovation In The Technology Sector 
 

Marc Dupont1*, Philippe De Clercq2 

1-2KU Leuven, Belgium 

 
Abstract.This article examines the effect of different leadership styles on fostering innovation within technology 

companies. By analyzing data from tech firms, the research highlights how transformational, transactional, and 

laissez-faire leadership styles impact employee creativity, collaboration, and the adoption of new technologies. 

The study concludes that transformational leadership is most effective in driving innovation and sustaining 

competitive advantage in the tech industry. 
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1. INTRODUCTION 

In the technology sector, rapid advancements and high competition require 

organizations to continuously innovate to maintain their market position. Leadership plays a 

crucial role in creating an environment that fosters innovation and empowers employees to 

develop and implement new ideas. Various leadership styles, including transformational, 

transactional, and laissez-faire, impact how leaders influence organizational behavior and 

innovation outcomes. Understanding the relationship between leadership style and innovation 

in the technology sector can provide insights into how companies can enhance their competitive 

advantage through effective management. 

The goal of this study is to analyze the impact of different leadership styles on 

organizational innovation within technology companies, focusing on three primary styles: 

transformational, transactional, and laissez-faire. By examining their influence on employee 

creativity, collaboration, and technology adoption, this research aims to identify which 

leadership style best supports sustained innovation in the tech industry. 

 

2. LITERATURE REVIEW 

Leadership style has long been recognized as a critical factor in shaping organizational 

culture and performance. The transformational leadership style, characterized by vision, 

inspiration, and personalized support, is associated with high levels of innovation due to its 

focus on encouraging creativity and collaboration among employees (Bass, 1985). 

Transformational leaders motivate employees to go beyond standard expectations, thereby 

fostering an environment conducive to idea generation and risk-taking (Avolio & Yammarino, 

2002). 
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Transactional leadership, on the other hand, is based on a system of rewards and 

penalties. While effective for achieving short-term goals, it is often criticized for limiting 

innovation as it emphasizes maintaining established processes rather than encouraging novel 

approaches (Burns, 1978). However, transactional leadership can be beneficial in environments 

where reliability and control are paramount, though it may hinder the creativity essential for 

technological innovation (Jansen et al., 2009). 

Laissez-faire leadership, characterized by a hands-off approach, gives employees 

autonomy and freedom to make decisions. While this style can empower employees and allow 

creative ideas to flourish, it may lead to a lack of direction and accountability, potentially 

impacting productivity and innovation (Skogstad et al., 2007). In the technology sector, where 

clear vision and agile decision-making are essential, the laissez-faire style may be less effective 

than transformational leadership (Elenkov & Manev, 2005). 

 

3. METHODOLOGY 

This study employs a mixed-methods approach, combining quantitative and qualitative 

data collection techniques. The quantitative component involved surveying 100 employees 

from technology firms of various sizes in Belgium. Participants were asked to assess their 

leaders’ styles and their impact on innovation, creativity, and collaboration using a Likert scale. 

The survey focused on three leadership styles: transformational, transactional, and laissez-faire. 

For the qualitative component, in-depth interviews were conducted with 20 managers 

from different tech firms. These interviews explored managers’ perspectives on the impact of 

leadership styles on innovation, including specific examples of how they encouraged or 

hindered innovative processes. Secondary data, such as company innovation reports and 

performance reviews, were analyzed to support the findings from the surveys and interviews. 

Data analysis was conducted using regression analysis to assess the relationship 

between leadership style and innovation outcomes. Qualitative data were analyzed thematically 

to identify key insights and patterns. 

 

4. RESULTS 

Quantitative Findings 

Transformational Leadership: Tech firms with transformational leaders reported the 

highest levels of innovation and employee satisfaction. Over 75% of employees working under 

transformational leaders indicated that they felt motivated to contribute new ideas and that their 

work environment encouraged creativity. 
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a. Transactional Leadership: Companies with predominantly transactional leadership saw 

moderate innovation levels. While employees performed reliably, they were less likely to 

take risks or propose innovative solutions, as rewards were tied to performance metrics 

rather than creative problem-solving. 

b. Laissez-Faire Leadership: Tech firms with laissez-faire leaders displayed lower levels of 

innovation and productivity. Although employees appreciated the freedom, the lack of 

guidance and support led to inconsistency in project outcomes and innovation 

effectiveness. 

 

Qualitative Findings 

Interviews with managers revealed that transformational leadership practices, such as 

open communication, personal encouragement, and strategic vision, were instrumental in 

fostering innovation. Managers highlighted the importance of providing a shared purpose and 

recognizing individual contributions to maintain high employee engagement. In contrast, 

managers under laissez-faire leadership reported challenges in maintaining project direction 

and aligning team efforts, which often led to inefficiencies. 

The data also showed that transactional leadership could be effective when aligned with 

clear performance goals. However, managers noted that a focus on immediate results and 

structured processes could sometimes stifle creative solutions. Overall, the qualitative data 

reinforced the quantitative findings, showing that transformational leadership was most 

effective for driving innovation. 

 

5. DISCUSSION 

The results indicate that transformational leadership is the most effective style for 

fostering innovation in the technology sector. Transformational leaders inspire employees to 

think creatively and develop new solutions, which is essential in an industry characterized by 

constant change and high competition. By focusing on vision and employee development, 

transformational leaders encourage a culture of continuous improvement and experimentation, 

which are critical for sustained innovation (Bass & Riggio, 2006). 

Transactional leadership, while effective for maintaining stability and achieving 

immediate goals, may limit innovation due to its structured nature. The study found that while 

transactional leaders can enforce consistency and reliability, they may not provide the 

necessary environment for exploring new ideas. This finding aligns with previous studies 
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suggesting that transactional leadership is less conducive to creativity than transformational 

leadership (Eisenbeiss et al., 2008). 

The laissez-faire style, though providing autonomy, lacked the structure needed to guide 

innovative efforts effectively. The absence of clear direction and support often led to 

fragmented efforts and reduced overall innovation. This suggests that while autonomy is 

essential, it must be balanced with guidance and a shared vision to ensure innovation is directed 

toward strategic goals. 

These findings support the argument that transformational leadership is best suited for 

the technology sector, where innovation is essential for competitive advantage. The results 

highlight the importance of leadership in creating a culture that values creativity, collaboration, 

and continuous learning. 

 

6. CONCLUSION 

In conclusion, this study underscores the significant impact of leadership style on 

organizational innovation in the technology sector. Transformational leadership, with its 

emphasis on inspiration, support, and vision, was found to be the most effective in fostering an 

environment that promotes innovation. Transactional leadership, while useful for achieving 

short-term goals, may hinder creativity and risk-taking. Laissez-faire leadership, though 

beneficial for autonomy, lacks the structure necessary to drive consistent innovation. 

For technology companies aiming to sustain a competitive edge, adopting a 

transformational leadership style can be a strategic advantage. By cultivating an innovative 

culture and empowering employees, transformational leaders can drive organizational growth 

and adaptability. Future research could expand on this study by exploring the impact of 

leadership styles on innovation in other industries or by examining how hybrid leadership 

approaches may further enhance innovation outcomes. 
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