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Component 1: Project Report 

 

Abstract 

The title of this report is “Are there any correlations between Charisma, Inspirational motivation, 

Intellectual stimulation, Individual consideration of the transformational leadership and the 

reward/penalty system of the transactional leadership?” 

The objective of this report is to study which kind of leadership in the traditional law firms 

practicing laws in Hong Kong that affect employees’ performance. The leadership of the law firms 

in Hong Kong are following the style of those law firms in the United Kingdoms since Hong Kong 

was the Colonial land of the United Kingdom more than a century ago.  There was a small number 

of law firms in 1907 which were and are associated with The Law Society. The Law Society was 

incorporated as a company limited by guarantee. The law firms have to support and not to do harm 

to the characters and status of solicitors in Hong Kong. The law firms have to comply with the good 

standards of practice and ethical practice. The law firms have to maintain their works in the areas of 

law, to follow the practice directions and the relevant procedures. The view of the solicitors in the 

law firm should be accurate and could be communicated purposely. Therefore, the kinds of 

leadership of the partners or sole proprietor of each law firm are or is very important as the law 

firms are professional and their conducts are governed by the Law Society. Moreover, the law firms 

and each solicitor should comply with the Legal Practitioners Ordinance (Cap.159, Laws of Hong 

Kong). As a result, the practices of the traditional law firms are very strict forward and the 

leadership would be the kind of transactional leadership depending on the people who are self-

motivated working in a structed and directed environment. The employees are only motivated by 

reward-penalty system. However, the findings of this study shown that there is correlation between 

Individual consideration of the transformational leadership and the reward/penalty system of the 

transactional leadership. Therefore, the usual transactional leadership can be improved by the 

Individual consideration of the transformational leadership.   

1. Introduction 

The transformational leaders emphasize motivation and inspiration on the employees while the 

transactional leaders only motivate the employees by reward-penalty system. The employees are not 

self-motived, they are required to work in a structured environment, they need instruction, their 

work is monitored. They finish their work correctly and on time and get the contingent reward for 

meeting the expectation of the leader. However, they will be punished if they did wrong. Law firms 

could not suffer damages from any misconduct of their staff, they set up many regulations to avoid 

misconduct and reward the excellent staff in a contingent way. The management will not interfere 
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the daily works of the staff if there is nothing wrong, but they will monitor the process and correct 

the misconduct immediately if they anticipate the said misconduct. It is always an allegation of 

misconduct when the law firms are complained by their clients or another law firms which in result 

of penalty imposed by the Law Society after investigation. The penalty will be paying a substantial 

amount of costs and  will be sanctioned. If the performance of the employees of the law firm is 

beyond expectation despite reward/penalty system, Individual consideration of the transformational 

leaders offer care and concern the individual employees. This is to suggest the law firm to change 

its leadership to that of the transformational so as to achieve the goal of the law firm.       

2. Literature review 

Transformational leadership’s four dimensions: Charisma, Inspirational motivation, intellectual 

stimulation, Individual consideration (Bass and Avolio, (1990); Howell and Avolio, (1993); Howell 

and Hall-Merenda, (1999)) will be studied and comparing with their relationship with the 

contingent reward of transactional leadership. They defined transactional leadership: they reward to 

the employees who met their expectation of efficiency and performance; the managers are passive 

as they do not interfere the workflow unless there is something going wrong and; if there is 

something wrong, they monitor the process and correct them. The transformational leadership will 

consider the objective which will inspire the employees to perform beyond expectation. The 

transformational leadership also generate the visions and approaches of the goal of the organization. 

Individual consideration concerns the employees’ contribution to their good performance; 

Intellectual stimulation is to improve the innovative of the employees; inspirational motivation is to 

motivate the employees by supporting the employees’ daily work done; and idealized influence is 

the attraction of the leaders which stimulates the employees.           

  

3. Research Design 

The research was to examine if there is any correlation between Inspirational motivation, 

Intellectual stimulation, Individual consideration and Idealized influence of the transformational 

leadership and the reward/penalty system of the transactional leadership. In order to carry out the 

pilot tests, twenty questionnaires are distributed to twenty employees of the law firm with nineteen 

questionnaires returned. The questionnaire used in this study is the modified multifunctional 

leadership questionnaire in which the first to tenth questions are related to the transformational 

leadership with the remaining eleventh to twentieth questions relating to the reward/penalty system 

of the transactional leadership. The modified multifunctional leadership questionnaire was used 

with 5-point likert scale where 1= Strongly agreed and 5= Strongly disagreed. The interpretation of 

the survey of which the reliability and validity were defined to be .73 the Cronbach ∝	value. 
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Cronbach alpha of .73 is sufficient to accept. Consent letter will send to the respondents seeking 

their consent and voluntariness to participate the survey and their right to withdraw from the survey 

at any time. The consent letter should inform the respondents: (a) the purpose of the study; (b) that 

their participation was voluntary; (c) that they could withdraw from the survey at any time without 

giving any reason; (d) that all information given by them were kept confidential. A consent letter 

was also sent to the management at the same time of the respondents for seeking the permission to 

carry out the survey.  

 

4.  Findings 

4.1 Demographic Analysis  

Table 1: Questionnaire Distribution Responses Analysis 

Item          Catergory Frequency Percentage (%) 

 

Age            21-30 2 10.5 

31-40 2 10.5 

41-50 4 21 

51 or above 11 58 

Gender        Male                         8         42 

              Female                       11         58 

Qualification   Under graduation               15         79 

              Post-graduation/Master.          4         21 

Duration of     6-10 years.                    1          5 

Service        above 11 

years  

18 95 

Status         Married                      12         63 

              Single                        5         26 

              Divorced                      2         11 

     

From looking at Table 1, it shows that the number of male respondents represents 42% while that of 

the female was 58%.  This implied that there are more females in the law firm.  This might be 

attributed to the nature of the organization which effectiveness will not depend on gender. It shows 

that the majority of the respondents fall between the age bracket of 51 years or above of age and 

represent 58% and the age bracket of 41 to 50 years of age represent 21%, totaling 79%.  It 
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indicates the reason while questionnaires administered were able to be filled and returned. It shows 

the marital status of the respondents.  It revealed that 63% of the respondents were married 

representing the highest percentage while 11% were divorced and 26% was single among the 

respondents. This indicates that the outcome of the study can be relied upon because of the majority 

of the respondents were married and it shows that the responsible set of people which might be 

useful for a reasonable conclusion. The educational background of the respondents revealed that 

79% of the respondents owes Secondary School certificates, 21% possess Bachelor's Degree 

certificates.  This implies that all the respondents are educated and this might be the reason for 

their employment in the law firm. In consideration of the years of experiences, its shows that 5% of 

the respondents spent between 6 to 10 years and 95% spent 11 years or above.  It implies that the 

employees of the law firm become old and the policy of leadership has to be changed. 

4.2 Descriptive Statistics 

Table 2 Descriptive Analysis 

Valid cases=19, cases with missing value(2) = 0. 

Variable N Mean Std Dev Minimum Maximum 

Charisma 

Motivation 

Intellectual 

stimulation 

Individual 

consideration 

reward/penalty 

system 

 

19 

19 

19 

 

19 

 

19 

 

 

2.74 

2.47 

2.63 

 

2.63 

 

2.63 

.65 

.70 

.68 

 

.83 

 

.50 

2.00 

1.00 

1.00 

 

1.00 

 

2.60 

4.00 

4.00 

4.00 

 

4.00 

 

3.00 

 

Table 2 stated the mean values of Charisma, Inspirational motivation, Intellectual stimulation, 

Individual consideration of the transformational leadership and the reward/penalty system of the 

transactional leadership. The mean value for Charisma computed as 2.74 implied the level of the 

employees’ awareness that their leaders’ attraction to them. The mean value computed as 2.47 for 

Inspirational motivation implied that the level of awareness of the employees of their leaders 

supporting to their works. The mean value for Intellectual stimulation computed as 2.63 implied 

that the level of awareness of the employees of how their leaders’ innovating to their works. The 

mean value for Individual consideration computed as 2.63 implied that how their leaders care and 

concern the employees’ daily life and their works. The mean value computed as 2.63 for the 

reward/penalty system implied that if the employees are incentive or not.  

4.3 Reliability 
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Case Processing Summary 

 

 N % 

Cases                             Valid 

                                  Excluded 

                                  Total 

19 

0 

19 

100.00 

.00 

100.00 

 

Reliability Statistics 

Cronbach’s Alpha N of items 

.73 5 

 

The Cronbach’s Alpha is .73 which is higher than .70 and is acceptable and it indicated the 

Reliability of the research is reliable.  

 

4.4 Correlations  

  Charisma Motivation Intellectual 

Stimulation 

Individual 

Consideration 

Reward/ 

Penalty 

Charisma Pearson 

Correlation 

Sig(2tailed) 

N 

1.00 

 

19 

       .41 

.080 

19 

       .27 

.267 

19 

        .22 

.364 

19 

    .37 

.119 

19 

Motivation Pearson 

Correlation 

Sig(2tailed) 

N 

.41 

.080 

19 

      1.00 

 

19 

       .39 

.102 

19 

        .51 

.026 

19 

    .53 

.019 

19 

Intellectual 

Stimulation 

Pearson 

Correlation 

Sig(2tailed) 

N 

.27 

.267 

19 

       .39 

.102 

19 

      1.00 

 

19 

        .04 

.867 

19 

    .07 

.779 

19 

Individual 

Consideration 

Pearson 

Correlation 

Sig(2tailed) 

N 

.22 

.364 

19 

       .51 

.026 

19 

       .04 

.867 

19 

       1.00 

 

19 

    .87 

.000 

19 

Reward/Penalty Pearson 

Correlation 

Sig(2tailed) 

N 

.37 

.119 

19 

       .53 

.019 

19 

       .07 

.779 

19 

        .87 

.000 

19 

   1.00 

 

19 

Research questions: Are there any correlations between Charisma, Inspirational motivation, 
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Intellectual stimulation, Individual consideration of the transformational leadership and the 

reward/penalty system of the transactional leadership? 

  

Ho: There is no relationships between each of the variable to one another. 

Ha: There is meaningful relationships between each of the variable to one another. 

 

 

The upper left cell is the correlation of variable of Charisma with Charisma and the correlation 

result is 1.00. The correlation result in the upper right cell is .37 is the correlation between Charisma 

and Reward/Penalty. The p-value is the number that below the correlation result, that is .37. P-value 

will indicate if the correlation is significant between the two variables. The sample size is the last 

number, that is 19, the number of paired scores.  

 

From viewing the p-values of the respective correlations, it is found that there are significant 

relationships between Motivation and Individual Consideration, p-value is .026 < .05; Motivation 

and Reward/Penalty system, p-value is .019 < .05; Individual Consideration and Reward/Penalty 

system, p-value is .000 < .05. Null hypothesis should be rejected. In respect of other paired 

variables, the p-values are greater than the confidential interval, that is >.05, the alternative 

hypothesis cannot be rejected. There will be some relationship between the variables though it may 

be not close. 

 

4.4 Regression Analysis 

 

Model Summary 

R R 

Square 

Adjusted R 

Square 

Std. Error of  

The Estimate 

.89 .79 .73 .26 

R computed as .89 is the simple correlation which indicates the extent of correlation that is high. 

The R square represents how the dependent variable: Reward/Penalty system can be explained by 

the independent variables, Charisma, Motivation, Intellectual Stimulation Individual Consideration. 

It means that 79% variation in the Independent variables which is due to the Reward/Penalty system 

with the remaining 21% is the unexplainable variability. R value of .89 shows the good relationship 

between the independent variables and the dependent variable. ANOVA (Reward/Penalty System) 

 Sum of df Mean Square F Sig. 
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Squares 

Regression 

Residual 

Total 

3.48 

.94 

4.42 

4 

14 

18 

.87 

.07 

12.97 .000 

The ANOVA table shows the statistical significance of the model. The model is sufficient to predict 

the outcome. The significance .000 < .05 of the F-statistic of 12.97 or large shows that the model is 

suitable for predicting the impact of Reward/Penalty System on employees. The assumption is 

assumed that there is linear relationship between the dependent variable and the independent 

variables. The variance of the residual is constant, their values are normal distribution. There is 

significant relationship between Reward/Penalty System and the linear composite of the 

independent variables.  

Coefficients (Reward/Penalty System) 

 Unstandardized 

Coefficients 

Standardized 

Coefficients 

 

t 

 

Sig. 

 B Std. Error Beta 

(Constant) 

Charisma 

Motivation 

Intellectual 

Simulation 

 

Individual 

Consideration 

.97 

.13 

.05 

-.03 

 

.47 

.35 

.10 

.12 

.10 

 

.09 

.00 

.18 

.07 

-.04 

 

.79 

2.80 

1.29 

.43 

-.28 

 

5.42 

.013 

.218 

.671 

.784 

 

.000 

 

Individual Consideration is the best predicator of Reward/Penalty system, p-value is .000 < .05. 

Also, it is noted that Charisma, Motivation and Intellectual Stimulation do not relate or have any 

impact on Reward/Penalty system.  

T-tests 

Ho:Bc=0 (p-value=.218) 

Ho: Bm=0 (p-value=.671) 

Ho:Bis=0 (p-value=.784) 

Ho:Bic=0 (p-value=.000)  

The first three hypothesis cannot be rejected as their p-values > .05. As a result, it is concluded that 

there is a significant relation between Individual Consideration and Reward/Penalty system. 

Constant means intercept; the regressions coefficients is the change in Reward/Penalty system 

variable for each unit change in Charisma, Motivation, Intellectual Stimulation and Individual 
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Consideration variables provided that other variables are constant. As Charisma, Motivation, 

Intellectual Stimulation do not have any impact on Charisma, Motivation, Intellectual Stimulation 

and Individual Consideration. 

To compare Standardized regression Coefficients 

  

Independent variables Unstandardized regression 

Coefficients 

Standardized regression 

Coefficients 

Charisma 

 

.13 .18 

Motivation .05 .07 

Intellectual Stimulation -.03 -.04 

 

Individual Consideration .47 .79 

Individual Consideration is the strongest predictor as its Standardized regression Coefficients is .79 

being the highest. 

Research Question: Do the four dimensions of transformational leadership (Charisma, Inspirational 

motivation, intellectual stimulation, Individual consideration) affect reward/penalty dimension of 

transactional leadership 

Ho: There is no relationship between the variables. 

Ha: There is a relationship between the variables. 

From the result of the Regression Analysis, it can conclude. that there is a significant relation 

between Individual Consideration and Reward/Penalty system 

4. Discussion 

 

In this study it is to find if there is any correlation between the four dimensions of the 

transformational leadership, namely, Charisma, Inspirational motivation, intellectual stimulation, 

Individual consideration and the dimension of contingent reward of transactional leadership because 

some researchers found that they are related.  The null hypothesis Ho: There is no relationships 

between each of the variable to one another. The alternative hypothesis Ha: There is meaningful 

relationships between each of the variable to one another. 

 

It is found that there are significant relationships between Motivation and Individual Consideration, 

p-value is .026 < .05; the variables belong to the dimensions of Transformational Leadership. There 

are significant relationships between Motivation and Reward/Penalty system, p-value is .019 < .05; 

Individual Consideration and Reward/Penalty system, p-value is .000 < .05. Null hypothesis is 

rejected. Since both Motivation and Individual Consideration of the Transformational leadership 
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have correlations with Reward/Penalty system of the Transactional Leadership, it implied that 

Transformational leadership can be used to improve Transactional Leadership. Both leadership 

styles can be used together in an organization. 

 

In Regression Analysis, the dependent variable: Reward/Penalty system can be explained by the 

independent variables, Charisma, Motivation, Intellectual Stimulation Individual Consideration. It 

is shown that 79% variation in the Independent variables which is due to the Reward/Penalty 

system with the remaining 21% is the unexplainable variability. The R value of .89 shows that there 

are good relationships between the independent variables and the dependent variable. 

 

The ANOVA table shows that the model is sufficient to predict the outcome. The significance .000 

> .05 of the F-statistic of 12.97 or large shows that the model is suitable for predicting the impact of 

Reward/Penalty System on employees.  

From comparing the regression coefficients, Individual Consideration is the best predicator of 

Reward/Penalty system, p-value is .000 > .05. Also, it is noted that Charisma, Motivation and 

Intellectual Stimulation do not relate or have any impact on Reward/Penalty system. 

As can be seen, the employees are incentive. On the one hand, they like the rewards/penalty system 

of the transactional leadership. On the other hand, they also need the care and concern of their 

leaders, that is, individual consideration of the transformational leadership. It is therefore implied 

that the two leadership styles can be mixed to manage the employees in the law firm. The balance 

may be more individual consideration on the employees than to that of the rewards/penalty system.   

It is difficult to abandon the rewards/penalty system of the transactional leadership as it has been 

used for a long time. However, the leadership of the law firm should be humanized as the 

employees are human being whose daily life and emotion should be cared and concerned.  

 

6. Conclusions and recommendations and limitations 

As this study examined the correlations between the four dimensions of transformational leadership, 

namely, Charisma, Inspirational motivation, Intellectual stimulation, Individual consideration of the 

transformational leadership and the reward/penalty system of the transactional leadership. The 

result will be further used to examine “The impact of the leadership style on the job satisfaction of 

the employees in the law firms in Hong Kong.”  Apart from the law firms, the study can be carried 

in different industries. The academic contribution of this study is that although there are a lot 

research on transformational leadership and transactional leadership in many domains, there is a 

few, even none in the field of law firms. Therefore, it is worth to carry out the research on the law 
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firm. The practical contribution will be that the law firm can achieve its goal by the individual 

consideration of the immediate supervisors to their subordinates to improve their performance. 

Although the rewards/penalty systems cannot be abandoned, the employees’ performance beyond 

expectation can be obtained despite that fact that they are met by rewards/penalty systems 

previously. 

The limitation of this study is that there are only 19 respondents as the sample size is small and the 

results of the research may not be accurate. The sample size should be 50 or more and the research 

should be replicated for 100 times.   
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