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Abstract 
The aim of this paper is to link transformational leadership with 

knowledge sharing and innovative capability. For this data was 

collected by using questionnaire from the 254 managers and owners 

working in the dairy sector of Pakistan by using simple random 

sampling techniques. Data was analyzed with the help of SPSS. Factor 

analysis and Cronbach’s Alpha confirmed the validity and reliability of 

the Instrument. Findings provide the positive and significant impact of 

transformational leadership on knowledge sharing and innovative 

capability. Moreover, knowledge sharing of employees mediates the 

relationship between transformational leadership and innovative 

capability. Finally, practical and theoretical implications along with 

limitations have also been discussed in the paper.  
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I. Introduction 
 Innovation has been emerged as the strategic factor in this contemporary business 

world. Creativity and innovation are key strategies to gain competitive advantage and 

outperform the competition (Jansen, Van Den Bosch et al. 2006, Rahab 2011). 

Customers’ needs are changing faster than ever; therefore, organizations need to be more 

creative and responsive in order to survive in market (Roberts and Amit 2003, Saunila, 

Pekkola et al. 2014). Due to the strategic significance of innovation, various studies 

aimed to find the ways to improve the organizational innovation capability (Anderson 

1994, Tajeddini, Tajeddini et al. 2012). The literature on innovation has highlighted 

several ways to improve organizational innovativeness. With the emergence of 

knowledge management and intellectual capital as new management concepts, several 

scholars have added these constructs as determining factors of innovation (Svetlik, 

Stavrou-Costea et al. 2007, Rahab 2011, Akhavan and Mahdi Hosseini 2016). 

Knowledge management is related with the creation, sharing and effective usage of the 
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organizational knowledge (Darroch and McNaughton 2002). The process of innovation 

heavily depends on knowledge, especially, when knowledge is shared throughout the 

organization. According to (Reid 2003), knowledge sharing upturns the organizational 

ability to innovate and respond to the changing needs of the market. Moreover, (Hoegl, 

Parboteeah et al. 2003) provided that climate of knowledge sharing is formed when 

organizational members have mutual understanding of exchanging information, 

knowledge, and experience with others. In other words, the knowledge sharing behavior 

of the employees creates knowledge sharing environment in the organization.  

 
 Organizational researchers have pointed out various determinants of knowledge 

sharing behavior of employees. According to the (Wang and Noe 2010), leadership plays 

key role in motivating the employees to share their knowledge, skills and experience with 

other members of organization. Several theoretical and empirical models put forwarded 

the relationship between leadership and knowledge sharing (Hutchings and Michailova 

2004). Leaders motivate the individuals to achieve specific tasks and therefore influence 

the behaviors of the employees. In literature, several styles of leadership have been 

highlighted, where each style has its own unique behavior and characteristics. Among 

other styles of leadership, transformational leadership is viewed as most appropriate style 

to motivate and influence the behaviors of the employees. Transformational leaders gain 

respect, loyalty and trust from the followers and motivate them to achieve goals beyond 

expectation (Vinger 2009, Balyer 2012). 

 
 Theoretical frameworks on leadership highlight the connection between 

transformational leadership and knowledge sharing behavior of the employees, and 

knowledge management perspective provides that knowledge sharing behavior plays 

pivotal role in enhancing the organizational innovation capability. However, there is 

scarcity of the evidence, especially the empirical evidence, focusing on association 

among transformational leadership, knowledge sharing and organizational innovation 

capability simultaneously. This study aims to provide the empirical evidence of 

relationships between transformational leadership, knowledge sharing and organizational 

innovation capability from the dairy sector of Pakistan. Therefore, the specific research 

questions of this study are: 

 
a) What is the effect of transformational leadership on knowledge sharing? 

b) What is the effect of transformational leadership on innovative capability?   

c) Does knowledge sharing mediate the relationship between transformational 

leadership and innovative capability? 

 

 In the following discussion, previous literature has been reviewed on 

transformational leadership, knowledge sharing and innovation capability to build 

proposed hypotheses. In the next section, research methodology has been discussed. 

Thereafter, the data was analyzed and findings have been presented. Finally, discussion 

and conclusion is given.    

 

II. Literature Review 
A. Impact of transformational leadership on knowledge sharing 

Knowledge sharing contains set of imparted and shared understandings 

identified with giving workers access to applicable data and building and utilizing 
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information networks inside organizations (Hoegl, Parboteeah et al. 2003). Various 

studies have showed that information offering is crucial on the grounds that it empowers 

organizations to upgrade advancement execution and diminish repetitive learning 

endeavors (Calantone, Cavusgil et al. 2002, Rahab 2011). 

 
In addition, (Tamer Cavusgil, Calantone et al. 2003) indicated that knowledge 

sharing behavior raises the competitive position of the firm and it is meant to improve 

organizational performance. Similarly, organizations also experience a significant 

improvement in their overall effectiveness.  Likewise, knowledge hiding by the members 

of the organization minimizes the competitiveness of organization. In order to encourage 

the knowledge sharing in organizations, managers need to provide opportunities to their 

employees to suggest and propose new ideas and thoughts. Hence, in this context, 

knowledge sharing and leadership are logically correlated. In theoretical perspective, 

numerous research scholars have fore grounded number of factors which lead towards 

higher knowledge sharing and leadership is considered the most important among them 

(Lee, Park et al. 2010, Wang and Noe 2010). Research studies have highlighted the 

relationship among different leadership styles and knowledge sharing in the organization. 

Leadership has been confirmed as a determinant of knowledge creation and knowledge 

sharing by several theoretical and empirical contributions (Hutchings and Michailova 

2004). Leadership behaviors are practiced so that the individuals can be spurred to attain 

to particular objectives. Several Leadership styles have been tended to in the literature, 

each with its own particular exceptional practices, some of which are connected while 

others are totally opposite. Amongst all the leadership styles, transformational leadership 

is considered as most important where the leader and the follower has an inherent 

association between them and the followers feel trust, faithfulness and respect to the 

leader and are pushed to attain objectives beyond expectations (Vinger 2009). 

 
In the study of (Vroom and Jago 2007) asserted that leaders, who acknowledge, 

recognize and listen to their followers, would actually assist in knowledge sharing in the 

organization. This is on account to the fact that followers get recognition and are valued 

for their efforts and attempts. The transformational leaders are individual-centered and 

they motivate the members of the organization to share knowledge by expressing the 

appreciation and respect the emotions of the followers. Additionally, (Chyi Lee and Yang 

2000) states that transformational leadership influences the level of knowledge sharing in 

an organization. Since, knowledge-hiding in an organization is minimized by 

transformational leaders by motivating individuals to share knowledge. Therefore, 

transformational leadership plays a noteworthy role in enhancing the knowledge sharing 

in the organizations. 
 

 Similarly, leadership plays crucial part in upgrading the level of trust in the 

organization. For example, (Simsarian Webber 2002) stated that leadership is a critical 

originator of both leader and leadership trust. As indicated by him, leaders are trusted 

when they show concern and give value to the interests of their followers. Furthermore, 

Greenleaf pointed that leaders are trusted because of their constancy and compassion. 

Similarly, (Avolio, Bass et al. 2004) expressed that followers place trust in leaders when 

follower's concern and interests turns into leader's concern and interest. In predictable 

with this, (Russell and Gregory Stone 2002) highlighted trust as useful gimmick of 

initiative in the model of leadership. As per him, trustworthiness and sympathy toward 
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individuals, which are focal components of leadership, inspire the interpersonal trust in 

the organization. From the above discussion, following hypothesis is proposed: 
H1: Transformational leadership affects the knowledge sharing of the employees.  
 
B. Impact of transformational leadership and innovation capability 
 Leadership is associated to the influence. A leader is an individual who has impact 

on followers and can persuade the followers towards mission and destinations of the 

organization. Followers put their physical, passionate and spiritual energy keeping in 

mind the end goal to accomplish the mission and destinations of the organization. Thus, 

an effective leader gives guidance and motivates the followers who have different 

capacities, abilities, fixations and endowments towards the objectives and targets of the 

organization (Winston and Patterson 2006). 
 

 Creative and unique significant ideas about products and processes may also arise 

from a single employee or a group of employees who actually were not allotted with this 

task. Hence, this indicates that innovation is not just restricted to a particular mind but it 

can originate from shop floor workers or middle managers irrespective of the boundaries 

of existing departments. Further, it is illustrates that an important perspective of 

employee-driven innovation which rests on the assumption that employees possess 

hidden capabilities for innovation (Forssén 2001). Furthermore, (Kesting and Parm Ulhøi 

2010) demonstrates that these capabilities can be exploited, and unveiled for the benefit 

of both employees and organization. 
 

 The leadership upturns the level of intrinsic motivation. Similarly, intrinsic 

motivation is apparently the most significant angle upgrading employees' innovativeness. 

Employees with intrinsic motivation have an enthusiasm for doing something innovative 

(Paalanen and Hyypiä 2008). At the point when individuals feel that the task itself is 

energizing and compensating, they will share knowledge (Miles, Miles et al. 2005). 

Conclusively, several researchers proposed that when organization values the 

commitment of the employees and is occupied with their wellbeing, the employees yield 

increased productivity which ultimately enhances the organizational performance. 
 

 Since organizational innovativeness is a result of collaboration, creativity and 

accomplishments, examining the impact of leadership and its effect on employees' 

commitment and inventiveness can be critical (Jung, Chow et al. 2003, Gumusluoglu and 

Ilsev 2009). The idea of transformational leadership has attained much consideration 

from organizational researchers, especially from the point of view of the workers and the 

organization's execution. The greater part of these studies is in view of quantitative data 

and literature reviews. By contrast, the impact of transformational leadership on 

employee’s creativeness, uniqueness of ideas and innovativeness in the practical world of 

organization development process has received little or no attention. (Gumusluoglu and 

Ilsev 2009, Birasnav, Rangnekar et al. 2011). 
 

 Additionally, leaders built influence when they consider the issues of individual as 

their issues. In doing so, leaders support the individuals and give them empowerment to 

decide, tackle the issues and upgrade their execution to surpass their targets (Morrison 

Jones & Fuller, 1997). An effective leader generates dedication, loyalty and 

unwaveringness to the organization while giving fewer considerations to his self-interest. 

Similarly, (Bono and Judge 2003) also states clearly that leader works as a role model for 
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the followers to inspire and motivate them, to generate dedication, energy, devotion and 

enthusiasm to contribute in overall organizational success and going beyond the self-

interests. To put it plainly, when leader sets himself as an example for subordinates, 

follower’s sense commitment and get recognition, and subsequently, they perform more 

than their obligations which fortify the creative capacity of the organization, ultimately 

contributing positively to the organizational innovativeness. From the above literature, 

we propose: 
H2: Transformational leadership affects the innovation capability.   
 

C. Knowledge Sharing as Mediator 
 Transformational leaders have strong influence on the behaviors of the employees. 

According to the transformational leadership theory, transformational leaders inspire and 

motivate their followers. And therefore, the behaviors of the employees are influenced by 

the transformational leaders (Bass and Riggio 2006). Several variables affect the 

behaviors of employees. Organizational researchers provide that leadership is the most 

important predictor of the employee behaviors (Detert and Burris 2007).  
 

 Moreover, knowledge sharing is associated with the innovation in the 

organization. Innovation is highly dependent on the organizational ability to exploit the 

knowledge. Knowledge sharing provides the ability to react quickly to the new 

information and solve problems quickly. Various scholars (Liebowitz 2002, Lin 2006) 

stressed on the importance of the knowledge sharing in improving the organizational 

innovation capability. In the same way, (Darroch and McNaughton 2002) highlighted the 

importance of knowledge in upturning the innovation capacity. Additionally, it provided 

that sharing of knowledge plays pivotal role in the new product development (Kazanjian, 

Drazin et al. 2000).  
 

 Leadership literature provides that organizational innovation is influenced by the 

leadership. However, the mechanism, which explains the impact of leadership on 

organizational innovation, remained unclear. As discussed above, leadership affects the 

knowledge sharing of the employees and in turn knowledge sharing behavior determines 

the organizational innovation capability. Therefore, we propose that: 
H3: knowledge sharing of employees mediates the relationship between transformational 

leadership and innovation capability.  
 

III. Methodology 
 The dairy sector of Pakistan has been targeted to collect the data. Data was 

collected by using questionnaire from manager and owner of dairy farms located in 

Punjab, Pakistan. A sample of 254 managers in dairy farms was selected by using simple 

random sampling technique.  
 

 Data was analyzed with the help of Statistical Package for Social Sciences (SPSS). 

The validity and reliability was assessed with the help of factor and Cronbach’s Alpha 

analyses. Similarly, the linkages among study variables were assessed with the help of 

correlation and regression analyses.   
 

A. Measures 
 Multi items measures was used to operationalize each variable. More specifically, 

innovation capability was measured with six items of Calantone, Cavusgil & Zhao 
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(2002). Similarly, transformational leadership was operationalized with the help of 20 

items by (Engelbrecht, Van Aswegen et al. 2005). Finally, five items of (Bock, Zmud et 

al. 2005) was followed to measure the knowledge sharing of employees.  
 

IV. Data Analysis 
A. Factor Analysis 
 The validity of the transformational leadership measure is assessed with the help 

of factor analysis. Table 1 provides one factor solution of twenty items of 

transformational leadership, where all the items are highly loaded. The values of KMO 

and variance explained were found to be 0.872 and 60.41% respectively 

 
Table 1: Factor analysis of “Transformational leadership” 

KMO=0.872, Variance Explained= 60.41 

Component 

Transformational 
leadership 

TRAN. Leadership – 01 .966 

TRAN. Leadership – 18 .953 

TRAN. Leadership - 04 .938 

TRAN. Leadership - 15 .905 

TRAN. Leadership – 20 .890 

TRAN. Leadership – 09 .882 

TRAN. Leadership - 13 .862 

TRAN. Leadership – 19 .847 

TRAN. Leadership - 10 .832 

TRAN. Leadership – 05 .821 

TRAN. Leadership – 06 .818 

TRAN. Leadership - 17 .802 

TRAN. Leadership - 07 .788 

TRAN. Leadership – 11 .772 

TRAN. Leadership - 02 .861 

TRAN. Leadership - 14 .797 

TRAN. Leadership – 03 .756 

TRAN. Leadership – 08 .734 

TRAN. Leadership - 16 .684 

TRAN. Leadership - 12 .595 

Note: Factor analysis of Knowledge sharing (Mediating variable), Transformational leadership Factor analysis 
(independent variable) 

 

 The validity of the knowledge sharing measure is assessed with the help of factor 

analysis. Table 1 provides one factor solution of five items of knowledge sharing, where 

all the items are highly loaded. The values of KMO and variance explained were found to 

be 0.754 and 60.72% respectively. 
 

 Factor analysis of the innovation capability provided one factor solution of six 

items of the innovation capability. All the items are highly loaded. The values of KMO 

and variance explained were found to be 0.726 and 62.683% respectively. 
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Table 2: Factor analysis of “Knowledge sharing” 
KMO=0.754 

Variance Explained= 60.72% 

Component 

Employee Satisfaction 

KSB – 3 .872 

KSB – 5 .832 

KSB – 1 .796 

KSB – 2 .768 

KSB – 4 .724 

Note: Factor analysis of innovative capability (dependent variable) 

 

Table 3: Factor analysis of Innovative Capability 

KMO=0.726, Variance Explained= 62.683% 
Component 

Innovation capability 

Innovational Capability – 01 .828 

Innovational Capability – 02 .806 

Innovational Capability – 05 .759 

Innovational Capability – 04 .726 

Innovational Capability - 06 .689 

Innovational Capability – 03 .642 

 

B. Correlation and Reliability Analysis 
 The relationship among the variables is assessed by the correlation analysis. The 

correlation analysis provides that all the three variables i.e. transformational leadership, 

knowledge sharing and innovation capability are significantly and positively correlated 

with each other. The values of correlation coefficient are given in the table below. The 

table also provides the values of mean, standard deviation and Cronbach’ Alpha of the 

measures. The mean value provides that all the variables are highly rated as the man 

value of the measures are greater than 4.00. Finally, the values of Cronbach’s Alpha 

proves the reliability of all the measures, as the value of Cronbach’s Alpha of each 

measure is greater than 0.70.  

 
Table 4: Correlation, Mean, S.D and Reliability 

 Mean SD α 
Transformational 

Leadership 
Knowledg
e Sharing 

Innovation 
Capability 

Transformational 
Leadership 

4.08 .644 .86 1 .651** .554** 

Knowledge 
Sharing 

4.06 .625 .76  1 .797** 

Innovation 
Capability 

4.12 .680 .92   1 

Note: **significant correlated 

 

C. Regression Analysis 
 The impact of transformational leadership (independent variable) on innovation 

capability (dependent variable) and knowledge sharing is determined via regression 

analysis. Firstly, transformational leadership has positive and significant effect on the 

innovation capability (R²=0.304; F=87.835; P<0.01). Additionally, the values of β 
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coefficient and t-statistics also depict the strong impact of transformational leadership on 

the innovation capability (β= 0.554; t= 9.372). Secondly, leadership has positive and 

significant impact on the knowledge sharing (R²=0.421; F=145.45; P<0.01). Moreover, 

the values of β coefficient and t-statistics also depict the strong impact of 

transformational leadership on the knowledge sharing of the employees (β= 0.651; t= 

12.061). Therefore, H1 is supported. 
 

Table 5: Regression Analysis 

Model 
Independent 

Variable 
Dependent Variable Β T Sig. 

1 
Transformational 

Leadership 
innovative capability .554 9.372 .000 

2 
Transformational 

Leadership 
Knowledge sharing .651 12.061 .000 

 

D. Mediation Analysis 
 The mediation of knowledge sharing in the relationship between transformational 

leadership and innovation capability is assessed by following the method of (Baron and 

Kenny 1986). The method follows three steps. In the first step, the effect of 

transformational leadership (independent variable) on innovation capability (dependent 

variable) was found to be positive and significant. In the second step, the impact of 

transformational leadership (independent variable) on knowledge sharing (mediating 

variable) was found to be positive and significant. Finally, in the third step, the effect of 

transformational leadership (independent variable) on innovation capability (dependent 

variable) became weaker and insignificant due to the introduction of the knowledge 

sharing (mediating variable). Therefore, the mediation of knowledge sharing in the 

relationship between transformational leadership and innovation capability has been 

proved. H3 supported. 

 
Table 6: Regression Analysis, Knowledge sharing as a Mediator Variable  

Model Dependent Independent Variable β T Sig. 

1 Inno. capability 
Transformational 

leadership 
.554 9.372 .000 

2 
Knowledge 

sharing 
Transformational 

Leadership 
.651 12.061 .000 

3 Inno. capability 

Transformational 
leadership 

.061 1.088 .278 

Knowledge sharing .757 13.418 .000 

 

V. Discussion and Conclusion 
 The current study has observed the relationship among transformational 

leadership, knowledge sharing and innovation capability. For this purpose, data was 

collected from the 254 managers/ owners in the dairy farms. The findings suggest that 

transformational leaders influence the subordinates. These findings suggest that leaders 

play key role in the process of knowledge management, particularly in the knowledge 

sharing. Transformational leadership encourages the employees to share their knowledge, 

skills and experiences with the other employees of the organization.   
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 Moreover, findings depict that knowledge sharing upturns the innovation 

capabilities of the organizations. These findings are in line with the literature about 

knowledge management and innovation association, which states that knowledge 

management upturns the innovativeness in the organization (Rahab, 2011). Knowledge 

sharing helps the organizations in gaining the first mover advantage in the turbulent 

business environment.  
 

 The findings proved the mediation of knowledge sharing in the relationship 

between transformational leadership and organizational innovation capability. This has 

provided the path that how transformational leadership enhance the level of innovation in 

the organization. Transformational leaders enhance the knowledge sharing by motivating 

the followers to share knowledge. And, in turn, knowledge sharing upturns the innovation 

capabilities of the organization.  
 

A. Theoretical and Managerial Implications  
 The findings of the study have valuable contribution in the theoretical and 

practical contexts. The most of the previous studies provide the linkage between 

knowledge sharing and innovativeness. This study contributes in the literature that how 

knowledge sharing can be enhanced in orders to increase the innovation. Similarly, 

findings provide empirical evidence of the association of leadership, knowledge sharing 

and innovation capability, particularly from the developing world. The study also 

contributes in the innovation literature by highlighting knowledge sharing as the 

determining factor of innovation.  
 

 In the practical context, findings provide valuable insights to the managers 

regarding enhancing the knowledge sharing and innovativeness in the organization. The 

study suggests that transformational leaders enhance the knowledge sharing in the 

organization and knowledge sharing plays vital role in increasing the innovation level of 

organization.  
 

B. Limitations and recommendations for future research  
 Some limitations should be considered while interpreting the results of this study. 

In this study, cross sectional data was used, where data was collected at a particular time, 

therefore findings may restricted to particular time only. The findings of this study are 

based on the data from the dairy sector of Pakistan only. The results may vary in non-

dairy sectors and other geographical regions. Therefore, future studies should focus on 

non-dairy sectors and in other geographical regions to assess the cultural differences. 

Moreover, this study only considered one type of leadership i.e. transformational 

leadership, future studies should focus on other types of leadership such as ethical 

leadership and servant leadership. Finally, this study considered only one dimension of 

the knowledge management. Future studies should address other dimensions of the 

knowledge management.  
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