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Background and Overview:

Organisational success and its performance in this competitive and rapidly changing world is
not merely a matter of fortune. It is mainly influenced by the sets of values, attitudes and
individual abilities that the leadership perform. Stogdill (1957), described leadership as an
individual conduct that guides a cluster of people in attaining a shared objective. Organisational
failures experienced at the beginning of this century stressed the necessity of strong leadership
and individual commitment from corporate decision-makers and have acknowledged as one of
the essential elements for business success (Hernez-Broome & Hughes, 2004). Especially an
era where trade liberalisation, globalisation and advancement of technologies are the heart of
the businesses across the globe, which stimulate unpredictable and extremely competitive
environments. Therefore, Glantz (2002) stresses the requirement for an appropriate leadership
style to face these dynamic situations. It is because researchers have revealed that different
leaders follow a different style of leadership and not all leaders perform a uniform leadership
style to attain the objectives (Bass, 1990), and different style of leadership affects performance
in various degree. Thus, scholars have conceptualised specific leadership styles, like
transactional leadership, transformational leadership, and suggested both forms of leadership

are most effective styles in organisational performance.

Due to fierce competition, uncertainty, and the requirement for constant change,
entrepreneurship has become an essential element for the growth, efficiency and survival for
both profit and non-profit organisations (Damanpour, 1991; Howell & Higgins, 1990). Besides,
to uphold the competitive advantage over the rivalries and attain market success in the industry,
companies need exploring varieties of opportunities, improve and develop new and unique
products or advance the existing services and create new markets (Berthon, McHulbert, & Pitt,
2004). According to Deshpande’, Farley, & Webster, (1993), entrepreneurs give special
consideration to customers, and they position customers at the heart of the organisational
competitiveness. Drucker (1985) and Stevensen and Gumbert (1985) argued that some
renowned corporations like IBM, Sony, Hewlett-Packard and 3M had sustained their position
and maintained their performance because of their entrepreneurial orientation and behaving
entrepreneurially. Subsequently, researchers across disciplines in recent years have displayed
their interest on customer orientation, innovativeness and entrepreneurial organisation (e.g.,
Hult, Hurley, & Knight, 2004; Liu, Luo, & Shi, 2002). Entrepreneurship at the corporate level



has been acknowledged and referred to as corporate entrepreneurship (CE) as an organisation-

level phenomenon (Zahra, Karutko, & Jennings, 1999).

According to Covin & Slevin, 1989; Zahra, (1991), corporate entrepreneurship (CE) is similarly
expressed as 'intrapreneurship’ or ‘corporate venturing', which has been initiated in existing
companies or businesses to obtain profitability and for strategic renewal (Guth & Ginsberg,
1990) nurture a culture of innovation (Baden-Fuller, 1995), and to succeed globally
(Birkinshaw, 1997). Other researchers define intrapreneurship as an pursuit of entrepreneurial
behaviour which involve resource commitment and organisational endorsements to carry out
novel ideas to produce a new product or to advance an existing process or to modernise the
business (Alterowitz, 1988; Covin and Miles, 1999; Burgelman, 1984; Kanter, 1985; Naman
and Slevin, 1993; Zahra and Covin, 1995). Therefore, the construct of intrapreneurship is deep-

rooted with novelty, modernisation and internal context of the organisation.

The hotel industry is highly regarded in this phenomenon as it is becoming more service-
oriented and labour intensive. The tourism industry in the Maldives grows at a speedy pace,
acknowledging the industry as the most substantial contributor to its GDP (Ministry of Tourism,
2016). The subject of sustainable growth and stable profitability considering sustainable
development of the industry is of utmost importance to a country like the Maldives, which relies
significantly on tourism; positioned on the environmentally vulnerable ecosystem. Since
Maldives hotel industry has severely hit by the political and economic crisis sparked from
diverse parts of the world, affecting the whole sector with the massive decline on tourist arrival,
the substantial drop in room rates, last fall in general sales. During such stressful situations,
employees are highly expected to be proactive, innovative and take risks for a specific limit to
meet the challenge. These are believed the significant attributes of entrepreneurship as Van
Praag & Versloot, (2007) find it initiates innovation, cultivates the human potential, generates
jobs, and fulfils new customer's requests. Consequently, such behaviour from employees
depends on the management and leadership styles of the respected organisations and the support

of the organisational environment.

However, as of now, no research on this topic has been conducted mainly in the context of the
Maldives hospitality industry. The subject of the impact of leadership styles on performance

via entrepreneurship has been cited in the literature; nevertheless, the effects of leadership styles



on performance via entrepreneurship in the Maldives has never examined to date by any

researcher.

As tourism and hospitality industry is one of the leading sources of economic success in most
developed and developing economies, primarily it is the most reliable contributor to the GDP
of the Maldives and tourism sector produces the most jobs and employment opportunities for
the population. (Ministry of Tourism, 2016). The Maldives is known by its unique concept of
resort development — one island one resort concept. This distinctive feature of the resorts
involves meeting up the daily challenges in delivering the essential services to the customers
as all of the services are dispensed independently. This includes managing in and outbound
logistics through the mediums of both air and sea. Therefore, the industry must be examined in
diverse aspects to understand the existing situation in order to establish new strategies to
counter the emerging issues proactively, as this is how development is made and how

competitive advantage is extended through research.

Consequently, the proposed study is intended to discover the associations between leadership
styles, organisational performance and corporate entrepreneurship (intrapreneurship) in a
developing economy. The overall intention of this analysis is to study the impact of leadership
styles on corporate performance via entrepreneurship behaviour in the resort hotels of the

Maldives.

Among the researched styles of the leadership, transactional and transformational is deemed as
independent variables and performance as the dependent variable. Intrapreneurship will be
considered as moderating factor. The study will follow a survey design and will use mixed
methods of both qualitative and quantitative. The analysis will be based on primary data
produced through interviews and structured Multifactor Leadership Questionnaire (MLQ)
administered on respondents. The findings would stream new knowledge to the subjects of

leadership and intrapreneurship.

Literature Review

Leadership has been studied for decades, and it is acknowledged as an essential subject in the

management field. Numerous studies about leadership show it as individual ability. The broad



interpretation of leadership is that failure or success in creating results varies on the personal
traits, characteristics, behaviour, culture, and not on any generalised perception of leadership
(Wren, 1994). According to Messick and Kramer (2004), the degree and the quality of
individual's ability to displays leadership qualities and the traits are contingent not only on
his/her capabilities and characteristics rather it is also on the environment and the situation
where he or she acts. As most researchers agree how those leadership traits and attitudes are
performed in the organisation makes a significant influence in improving or hindering the
effectiveness, which contributes to performance. Therefore, Glantz (2002) stresses the
importance of the leadership style and the necessity for leaders in finding their style of

leadership.

Years of studies on leadership has disclosed that different leaders execute different styles of
leadership and not all of them use a uniform style in achieving success (Bass, 1990). Hence,
scholars have conceptualised individual leadership styles, like pacesetter leadership
transformational leadership, bureaucratic leadership, transactional leadership, servant
leadership, laissez-faire, and leader-member exchange. Nevertheless, researchers usually take
to examine just one or two forms of leadership styles among them that seems familiar from
most recognised leaders (Zenger & Folkman, 2002), and performance (Piccolo & Colquitt,
2006). Among them, transformational and transactional leadership have been acknowledged as
the most effective styles of leadership in the hospitality industries (Scott-Halsell, Blum, &
Shumate, 2008). It is because, the efficiency of the employees and their morale are more
significant to achieve the objectives of the organisation and to succeed in service industry
compared to manufacturing and the high-tech industry (Bourgeois, 1980). Therefore, in the
environment where human effort is appreciated higher than machinery and other industrial
appliances, leaders and managers in the industry are more contingent for the productivity of
their subordinates than their co-workers in other manufacturing industries (Angelo & Vladimir,
1992). This dependent association and the unstable conditions of the environment present in
the industry acknowledges the significance of both styles of transformational and transactional
leadership in a great deal in motivating the organisational employees and achieving the
objectives and targets of the organisation. According to Lowel et al. (1996), organisational
leaders can be both transactional and transformational, and both styles are not observed as

conflicting styles of leadership.



Leadership styles and organisational performance

Transactional Leadership:

Transactional leaders commonly demonstrate both constructive and corrective behaviours. It
emphasises the explanation of goals, assignments, acceptable standards and requirements. The
central attention is given to the completion of the task in agreement with the followers based
on rewards and incentives to appeal to them (Bass 1985). This style of leadership tries to avoid
changes and remain status quo (Bass, Waldman, Avolio, and Bebb, 1987)

According to the model of Bass (1985), it consists of two facets; the constructive behaviour
(involves dependent reward), while corrective dimension (relies on management by exception).
Contingent reward refers to the behaviour that delivers reward for the completed contracts of
the employee. Management-by-exception suggests to the act of leaders refraining themselves
form showing directions and instructing employees where existing methods continue working,
and employee's performance goals are achieving. The concept further proposes two behavioural
segments as active and passive segments. Management-by-exception (active) designates to the
style of leadership where employee's performance is dynamically observed for their errors;
however, Management-by-exception (passive) depicts that the leader facilitates a learning
environment to the employees and waits for them to learn from their mistakes. According to
Antonakis, Avolio, & Sivasubramaniam (2003), in both situations, employees are punished by

their leaders for their failure to meet the expected targets and agreed level of performance.

Transformational Leadership:

Bass (1985) described transformational leadership as the aptitude to inspire and motivate the
followers to perform higher than the individual expectations. According to Yukl (1989), it is
"the process of influencing major changes in the attitudes and assumptions of organisation
members and building commitment for the organisation's mission or objectives” (p. 269).
Transformational leaders share their vision and stimulate their followers by offering their work
meaning and create a sense of belonging to the institute and feel them as part of the organisation.
It allows the followers to comprehend what is essential and not, good or bad, in the business,
and increase the quality and speed in decision making, encourage follower's initiative, and

expand workers discretion (Bennis & Nanus, 1985).



Different models of transformational leadership (Bass, 1985; Bass & Avolio, 1994; Burns,
1978; Kouzes & Posner, 2007) have been recognised in the literature on leadership styles.
Among those, Kouzes and Posner (2007) model will be utilised in this research. Kouzes and
Posner's (2007) model comprises five meaningful leadership behaviours: Modelling the Way,
Challenging the Process, Inspiring a Shared Vision, Encouraging the Heart and Enabling Others
to Act.

Organisational Performance:

In organisational research, performance is referred to as the capability of the business to
accomplish the objectives of the organisation. It includes increased profit, gaining significant
market share, establishing decent financial results, producing a quality product, and surviving
at a pre-determined time exercising appropriate action-plan (Koontz and Donnell, 1993).
Besides, business performance is measured to examine the organisational position in terms of
year-end profit, sales revenue, quality of the products and share in the market in relation with
the competitors. Therefore, organisational performance is perceived as a reflection of

organisational efficiency or productivity.

To evaluate performance, the model proposed by Williamson (1999), is found more appropriate
for the discussion of the proposed framework. This model emphasises on the growth and
performance measures, and this is believed to be the priority of most entrepreneurs, who is
primary focus and concentration is likely to be with cultivating and growing their established
venture (Bygrave & Minniti, 2000).

Therefore, researcher hypothesises:
H1: There is a relationship between top-level managers' leadership style (transactional and

transformational) and organisational performance.

Intrapreneurship and Organisational Performance:



Intrapreneurship is expressed as corporate entrepreneurship or corporate venturing that has
been originated in established companies to increase their success and profitability (Zahra,
1991). The concept of entrepreneurship was initially outlined by Schumpeter (1934), who
identified the relationship between innovation and entrepreneurship and defined innovation as
the key function of entrepreneurship. Additionally, Miller (1983) defined intrapreneurship or
corporate entrepreneurship as a multidimensional occurrence, and Miller and Friesen, (1982)
have conceptualised intrapreneurship as symbolising entrepreneurial works involving corporate
endorsements and resource assurances to encourage innovation and continue creative activities

in terms of product, services and organisational processors. (Covin & Slevin, 1990, 1991).

According to the literature on entrepreneurial orientation, many researchers have agreed that
the concept of entrepreneurship could be described by innovation, proactiveness, and risk-
taking (Wiklund 1999). Therefore, this research focuses on these dimensions of entrepreneurial

behaviour and compares with business performance.

Hence, the researcher hypothesises:

H2: There is a relationship between entrepreneurship behaviour (innovation, proactiveness,
and risk-taking) among employees of resort hotels in the Maldives and their organisational

performance.

Leadership styles and entrepreneurship behaviour:

According to the literature available on leadership and entrepreneurship, scholars have been
discussed the concepts of leadership and entrepreneurship together (Drucker, 1985; Pinchot,
1985). However, Czariawska-Joerges and Wolff (1991) differentiated the two concepts and
stated that leadership explains causality; it streamlines reality and intends to takes control over
it while entrepreneurship generates new dashes of realism. According to Leavy (1996), Shamir,
House, & Arthur (1993), even though, the concepts of leadership and entrepreneurship have
found a certain degree of overlapping, leadership encompasses affecting subjects' symbolic
realm to move them towards specific actions and taking a control on the time and scope of these
activities, however entrepreneurship signifies the operational interpretation of behaviours and

symbols into actions.



Amongst the leadership theories in organisational research, transformational leadership has
been scholars' attention over the past two decades (Bass 1985; Bass and Bass 2008; Lowe et al.
1996). This could be because, transformational leadership has proved a definite link to workers'
behaviours that are interrelated to entrepreneurship such as proactiveness, innovativeness and
organisational citizenship behaviours (Eyal and Kark 2004; Elenkov and Manev 2005; Jung et
al. 2003; Podsakoff et al. 1990; Ling et al. 2008; Shin and Zhou 2003). Therefore, this study
will try to combine both concepts of leadership and entrepreneurship. The objective is to study
how leadership styles can assist in developing and implementing entrepreneurship behaviour
among the employees of resort hotels in the Maldives, leading to heightened levels of

organisational performance.

Given this view, the researcher hypothesises:

H3: There is a relationship between top-level managers' leadership styles (transformational
leadership and transactional leadership) and entrepreneurship behaviours of employees in
resort hotels in the Maldives (innovation, proactiveness, and risk-taking) and organisational

performance.

Even though extensive research on the effectiveness of leadership or the association between
leadership and organisational performance is widely accepted, Fenwick and Gayle (2008)
conclude that the current findings are inadequate and highlighted the challenges in
interpretation. Besides, it is extensively accepted that managers' leadership style in
organisations plays a vital function in fostering entrepreneurship behaviour among employees;
however, researchers reveal the stimulus of leadership style to promote entrepreneurship not

has been addressed yet (Moriano et al. 2011).
Therefore, a conceptual framework in identifying the relationships between organisational

leadership styles, intrapreneurship, and organisational performance is presented in this

proposal.
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Figure 1: A conceptual framework of interrelationship of organizational leadership styles,

intrapreneurship, and organizational performance

Figure:1 (Conceptual Framework of the study) exhibits the associations among the variables
that are being proposed to analyse in this study. The bold lines in this framework are to
demonstrate the straight link with the dimensions attached to the leadership styles and
dimensions of attributed to business performance. In other words, this diagram depicts the kind
of leadership style that the manager is presumed to produce or have a significant and direct
influence on organisational performance. The sprinkled lines illustrate the moderating influence
of the intrapreneurship on leadership styles and performance. It implies that the association of
leadership styles and company performance is reliant on the elements of the intrapreneurship.
Furthermore, it determines that the level of the intrapreneurship perform by the employee
depends on the managers' leadership style, and it consequently effects on the productivity and

performance of the business.

Methodology:

Extensive research in leadership has been used as a quantitative approach. This is because using
questionnaires has the advantages over cost, speed, and the coverage so that it might increase
the weight to policy judgements (Easterby-Smith et al., 2008). Nevertheless, Avoli and Bass
(1995) argued that quantitative approach is insufficient by themselves to examine the relations

between multiple levels such as the behavioural, interpersonal, organisational and
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environmental in explaining the leadership actions and consequences, and they are habitually

very limited in their setting of the investigation.

Denzin and Lincoln (2000) state that qualitative approach in the research includes an
interpretative and realistic perspective: "This means that qualitative researchers study things in
their natural settings, attempting to make sense of, or to interpret, phenomena in terms of the
meanings people bring to them". According to Morgan and Smircich (1980), the fitness of a
qualitative approach to explanatory environments, like leadership styles, are defined and
experienced. Therefore, this study will be used both qualitative and quantitative research
methods to study the association between leadership styles, the entrepreneurship behaviour, and

organisational performance of resort hotels of the Maldives.

Questionnaires to 750 participants will be distributed, to collect at least 300 feedback from
different five resorts including luxury, high end and medium level resorts with managements
of different backgrounds. Among which, 15 participants will be selected across diverse levels
(senior leaders, managers and front-line staffs) purposefully to postulate a comprehensive
understanding of the link between transactional/transformational leadership, organisational

performance and intrapreneurship.

Multifactor Leadership Questionnaire (MLQ) is believed to be the most broadly applied
instrument in measuring leadership behaviours (transformational, transactional) (Avolio and
Bass, 2004). Therefore, this instrument will be applied. The instrument established by Covin
and Slevin (1989) will be utilised in assessing intrapreneurship. The third evaluation tool will
be organisational performance scale proposed by Wiklund (1999). He recommended to include
both growth and financial factors to measure organisational performance. The three
conventional financial performance indicators frequently used in such studies are gross profit,

return on investment (ROI), and return on assets (ROA).

The Motive, Aim and Objectives:

The economic orientation of the world has been moved from manufacturing to service
industries, bringing ample transformations to both the businesses and social ecosystems. Even
though some researchers (Otsuka & Sonobe, 2011; Hayami & Godo, 2005) believe that the

12



economic progress in developing countries (with abundant unskilled labour), economies are
dependent through advancement of labour-intensive manufacturing industries and classifies
these as tradable goods (Krugman, 1979; Otsuka & Sonobe, 2011; Hayami & Godo, 2005) yet,
they consider that hospitality industry is non-tradable though it is highly labour-intensive
service. However, the empirical results in world economies illustrate very different scenarios.
According to the World Bank report (2017), the service sector is acknowledged as the

commercial engine of the economies, sharing 56.9 % of their GDP in 2015.

Meanwhile, the hospitality industry is acknowledged as the most potent force for the
development of the national economy and creation of jobs across the world which contributes
US$2.6 trillion dollars and more than 119 million employment (WTTC report, 2019).
Consequently, it is estimated that the sector contributes US$8.3 trillion to the global economy,
and shares 10.2% of the world GDP producing approximately 10% of the jobs in the world
economy (WTTC report, 2019). These significant figures display the scope of the investment
opportunities in this area and grab the prominent investors' interest in this sector. Consequently,
asudden growth in the number of foreign investments and luxury brands in Maldives hospitality
industry has been conceded. Some of these investments are owned and managed by 100%
foreign parties, others are foreign and local joint ventures but managed by foreign parties, and
foreign management companies manage some local brands. Therefore, a significant difference
in terms of their offerings, performance, profitability, employee's remuneration, and other
benefits have been identified from those different properties, and it has been a subject of interest
to the stakeholders across the industry. Do these disparities exist just because of the brand
quality, investment size, resort location, target market or is there any role that managers and
owners display in terms of their leadership and supportive environment created to perform

employees' entrepreneurial abilities?

It is nearly 47 years since the Maldives officially opened her delicate gates to tourists with only
two resorts and 280 beds in 1972 targeting for western Europeans. Till 2004, the traditional
market was western European; however, a significant shift in tourist arrivals has been
experienced. According to Tourism Yearbook (2017), Chinese have surpassed the number of
arrivals form European market, and it maintains a constant growth in their numbers, however,
the growth rate of the European market is nil. What are the distinct factors associated with the
decline of the European market; is it the sensitivity security and political stability or is it the

product offerings and its climate has ever changed, are few questions to explore.
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Recent developments in the tourism industry have introduced diverse offerings targeting
different markets. This could be on the inclination of investors' interest and their
predispositions. However, one might question if the resorts in the Maldives follow the right
strategy to deal with the current trends and developments for the sustainable development of
the product and services? Alternatively, how well the resorts and organisations are prepared to
add more value to the product and support for the best interest of investors and local
communities? How well are they prepared for the complex situations and uncertainty? These
are a few questions related to resorts leadership and human resource management issues that
need to be addressed. Works of literature on development and growth believe that the best
strategy for development is the continues effort for product improvement (Sonobe & Otsuka,
2011; Hayami & Godo, 2005). They claim that competent workers and contemporary
technology are the essential elements for the continues improvement. The utilisation of these
elements for the best interest of the organisation depends on the management of the
organisation, their leadership styles and the level of entrepreneurship by the employees is

stimulated by the organisation.

Therefore, the desired aim of this analysis is to suggest a conceptual framework of how
'leadership styles influence organisational entrepreneurship behaviour that leads to
organisational performance in the resort hotels of Maldives' are formed.

In achieving this aim, the proposed research would accomplish the following objectives:

1- To determine the relationship between transformational leadership and performance

2- To determine the relationship between transactional leadership and performance

3- To determine the relationship between transformational leadership and entrepreneurship

4- To determine the relationship between transactional leadership and entrepreneurship

5- To determine the relationship between entrepreneurship and performance

The significance of the study:

Though an extensive research on the relationships between leadership styles and employee
behavioural responses in sizable and mature organisations are available (Bass, 1985; Howell
and Avolio, 1993; Podsakoff et al., 1990), numerous scholars (Antonakis and Autio, 2007;
Cogliser and Brigham, 2004; Vecchio, 2003) have mentioned on the dearth of research

investigating the effectiveness of transactional and transformational leadership in relation with
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entrepreneurship among employees. In fact, up to now, the impact of organisational leadership
styles on stimulating intrapreneurship among employees has never been assessed in the existing
literature. Thus, there is a strong need to explore the associations between different styles of
leadership and employees intrapreneurial behaviour. (Moriano et al. 2014). However, a
growing number of researches on entrepreneurship in the context of tourism and hospitality
industry has been seen, and minimal studies have determined on the developmental aspect of
entrepreneurship in hospitality and tourism industry (Fu et al. 2019). According to Solvoll et
al., (2015) and Li (2008), research on entrepreneurship in the context of hospitality and tourism

is currently abundant in practice but weak in terms of theory building.

Secondly, the prominence of this analysis is mainly initiated from the area where existing
literature is scarce: for instance, Maldivian context. The relationship of corporate
entrepreneurship or intrapreneurship and its impacts on business performance and growth in an
emerging economic environment has under-explored (Zain. M., and Hassan. A. E., 2017). Most
works of literature and reviews on leadership and its bearing on organisational productivity and
its performance were undertaken in developed societies. Hence, this research anticipates
contributing knowledge to the leadership literature in general and provide a foundational
structure of transactional and transformational leadership behaviours on organisational

performance in the situation of isolated resort settings of Maldives, precisely.

The additional theoretical weight that this research will give to the literature is, it will assess
Kouzes and Posner's (2007) model of transformational leadership and its influence on the

organisational performance of the hotel industry where it is seldom assessed.
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