Journal of Business & Management (COES&RJ-JBM)

ISSN (E): 2306-7179 ISSN (P): 2306-8043

Publisher: Centre of Excellence for Scientific & Research Journalism, COES&RIJ LLC
Online Publication Date & Issue: 1st April 2020, Vol.8, No.2, April 2020
https://doi.org/10.25255/2306.8043.2020.8.2.65.111

The Impact of Transformational Leadership on Entrepreneurial
Orientation via the Mediating Role of Organizational
Learning Capability
Razan Nofal
Department of Business Management, School of Business,

The University of Jordan, Amman, Jordan
Mais Jaradat
Master in Engineering Project Management, The University of Jordan,
Amman, Jordan, Maisjaradat@gmail.com

Abstract:

The current research aims to investigate the effect of transformational
leadership on entrepreneurial orientation in Jordanian commercial banks, and
whether organizational learning capability mediates the effect of
transformational leadership on entrepreneurial orientation. Adopting a
guantitative research design, data were collected by means of a questionnaire-
based survey of employees in Jordanian commercial banks. Based on 330 usable
responses, the results revealed the significant effect of transformational
leadership and two of its dimensions (inspirational motivation and intellectual
stimulation) on entrepreneurial orientation. Two other dimensions (idealized
influence and individualized consideration) did not contribute to entrepreneurial
orientation. Additionally, the results showed that transformational leadership
has a significant effect on organizational learning capability, and that
organizational learning capability in turn affects entrepreneurial orientation. The
findings confirm that organizational learning capability fully mediates the effect
of transformational leadership on entrepreneurial orientation. A number of
recommendations are advanced, the most important of which is that banks
should improve and develop managers’ transformational attributes by training
them on how to deal with employees in order to increase their entrepreneurial
orientation. Banks should also consider improving their learning capability, as
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this plays a significant role in enhancing and supporting the effect of
transformational leadership attributes on entrepreneurial orientation.
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Introduction

Given the increasing challenges of fierce competition, economic globalization,
and technological development, innovation in enterprises’ products and
operations became an important factor for organization success (Lin et al., 2016;
Obeidat et al.,, 2017). To keep up with the highly changing environment,
organizations need to adapt the entrepreneurial orientation behaviors such as
innovativeness, proactiveness, and risk taking (Kraus, 2013). The banking
environment is considered highly competitive, particularly in terms of creating
new products and services, and rapid changes in customer demands have
created growing competition in the sector (Al-Swidi and Al-Hosam, 2012).
Therefore, banks automated and developed their functions and operations and
used internet and mobile applications to offer innovative products and services
to the customers. To improve their entrepreneurial behaviors in the market and
their performance, banks have had to focus on fostering and enhancing their
intellectual capital through transformational leadership and moving toward
knowledge and learning as leaders are accountable in achieving strategic
organization’s goals and for producing the best products with efficient resource
utilization (Madanchian et al., 2016; Masa’deh et al., 2015; Hashim et al., 2018).
For those reasons, it is important to examine the effect of transformational
leadership on organizational learning capability and entrepreneurial orientation.
Many studies have examined the effects of transformational leadership on
entrepreneurial orientation (e.g. Arham et al.,, 2015; Afsar et al.,, 2017
Dzomonda et al.,, 2017), but only a few have investigated the effect of
transformational leadership on organizational learning capability (Imamoglu et
al.,, 2015; Alsabbagh and Alkhalil, 2016; Elshanti, 2017), or of organizational
learning capability on entrepreneurial orientation (Altinay et al.,, 2016;
Vasconcelos et al., 2016). While these studies tested the reciprocal relationship
between the two variables, the present study bridges a gap by examining the
mediating role of organizational learning in how transformational leadership
affects entrepreneurial orientation.
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As banks face strong competition, they must be able to make major changes that
include increasing their levels of innovativeness and proactiveness by developing
their leadership, employee learning and knowledge sharing and by promoting a
creative culture. In Jordan, banking is seen as a significant economic sector,
contributing 11.6% of GDP in 2011 (CSR Watch Jordan, 2014) and banking sector
including insurance and real-estate sector contributed 18.82% of GDP as of mid-
2015, 20% as of mid-2016 and 22.3 % as of the first quarter in 2018 (Department
of statistics, 2018). The number of banks operating reached 25 at the end of
2015; 16 of them were Jordanian banks and 9 are foreign banks (Banking Sector
Report, 2015). Although the income of 11 Jordanian banks increased noticeably
in the first half of 2013, their rate of growth is declining because of political
issues in the Middle East (Banking Sector Report, 2013). Eight of Jordanian
banks, reported an increase in net income during the first nine months of 2015,
during the period Arab Bank and the Housing bank for trade continued to report
the largest net income of JOD 325.43 million and JOD 93.08 million respectively.
While Jordan commercial bank, and Invest bank recorded the highest growth in
net income of 165%, and 41.49% respectively (Banking Sector Report, 2015). This
environment requires banks to enhance their entrepreneurial orientation-that is,
adopting an entrepreneurial approach by creating new products and services and
innovative strategies (Al Azmi et al., 2012; Mahmood and Hanafi, 2013) that will
give them a competitive advantage. The first step in improving the
entrepreneurial orientation is to develop and foster leadership by renewing the
work culture. Transformational leadership encourages employees to alter their
behaviors and principles in support of entrepreneurial activities (Muchran and
Muchran, 2017), and banks have altered their operations and behaviors in recent
times to accommodate new learning tasks. Jordanian commercial banks were
considered a suitable population in which to study the effect of transformational
leadership on entrepreneurial orientation through organizational learning
capability. Accordingly, this research is conducted to answer the following
guestion, how transformational leadership affects entrepreneurial orientation as
mediated by organizational learning capability?

This paper is organized as follows: the first section sets the context of the need
to study the influence of transformational leadership on entrepreneurial
orientation as mediated by organizational learning capability. The next section
examines the research conceptual framework and the hypotheses. The next
section indicates the research methodology, and the final section provides the
main findings, recommendations for banks and research limitation and future
studies.

Research Framework and Hypotheses
This research was conducted to demonstrate the effect of transformational
leadership on entrepreneurial orientation through the organizational learning
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capability in the Jordanian commercial banks, where this sector is highly
important and competitive.

Operational Definitions

The following section elaborates operational definitions for the study variables
and their dimensions based on previous studies of transformational leadership,
entrepreneurial orientation and organizational learning capability.

Transformational Leadership (Independent Variable)

Transformational leadership refers to the leaders who inspire followers to work
toward common goals, define an attractive vision and goals, challenge
employees to achieve them, build trust and confidence, and motivate employees
to think and solve problems in new ways (Masa’deh et al., 2018). This has been
measured by reference to the dimensions of idealized influence, inspirational
motivation, intellectual stimulation and individualized consideration. Idealized
influence is defined in terms of a leader’s ability to encourage employees to
believe in their abilities to achieve defined goals, act as a role model, focus on
ethics, show pride and build respect and mutual trust. Inspirational motivation
can be defined as the process of defining an appealing and attractive vision,
challenging employees to achieve them, and encourage them to do more than
expect. Intellectual stimulation refers to leaders who inspire and motivate
employees to rethink in new ways to solve existing problems, welcome new
ideas and ways to do tasks and support the innovation and creativity and change
of their employees. Finally, individualized consideration refers to leaders who
show concern for their individual needs, assign tasks and provide resources
according to their abilities, and focus on employees’ development.

Organizational Learning Capability (Mediating Variable)

Organizational learning capability is defined as the set of organizational abilities,
attributes, skills that allow organization to process knowledge and experiences,
transfer and store them in ways that make them available for employees (Imran
et al., 2016). This can be measured in terms of managerial commitment, system
perspective, openness and experimentation and knowledge transfer and
integration. Managerial commitment refers to management recognition of the
importance of organizational learning, creating an environment that promotes
knowledge transfer and integration, acquiring new resources to make any
changes necessary to support and promote learning in the organization. System
perspective means that all individuals and departments are working together
and have a shared and common goals; each one understands his/her role in
achieving these goals and transferring knowledge between them. Openness and
experimentation can be defined as the willingness to try new ideas, welcoming
new and creative solutions to the existing problems and establishing a creative
culture that allows employees to learn from past failures in order to avoid them
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in the future. Knowledge transfer and integration refers to the ability to
disseminate ideas, knowledge and experiences among the organization's
departments and benefiting from previous mistakes to avoid them in the future.

Entrepreneurial Orientation (Dependent Variable)

Entrepreneurial orientation is the ability of the organization to create new
products and services, adopt new technologies and innovative strategies, seek
new market opportunities and invest in risky projects with high return (Wolff et
al., 2015). Entrepreneurial orientation is measured on three dimensions
(innovativeness, proactiveness and risk taking). Innovativenessis the willingness
of the organization to be the first to create new products and services develop
new processes and practices and use new technologies. Proactiveness refers to
predicting and seizing new market opportunities, providing new products and
services ahead of one’s competitors, responding to competitors actions and
being the first in fulfilling market needs. Risk taking refers to a firm’s willingness
to deploy its resources in new projects to achieve high benefits and returns
despite a high possibility of failure.

Research theoretical model is illustrated in figure (1) which clarifies the
relationship between study variables.

TIndenendent Variahle Mediating Variable Denendent Variable
Transformational Organizational
Leadership Learning Capability
Entrepreneurial
Ho. Orientation
Idealized Influence > Management
Inspirational Motivation Commitment ;
— Innovativeness
Intellectual Stimulation System Perspective Y
/

Ho.

Figure 1. Research theoretical framework developed by the researchers based on
studies of Oncer (2013), Alsabbagh & Alkhalil (2016), Altinay et al. (2016)

Research Hypotheses
The principal and sub-hypotheses are set out below.
First Main Hypothesis
HO.1: There is no significant effect (at the level a < 0.05) of transformational
leadership on entrepreneurial orientation.
Sub-hypotheses related to HO.1 hypothesis
HO01.1: There is no significant effect (at the level a < 0.05) of idealized
influence on entrepreneurial orientation.
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HO0.1.2: There is no significant effect (at the level a < 0.05) of inspirational
motivation on entrepreneurial orientation.

HO0.1.3: There is no significant effect (at the level a < 0.05) of intellectual
stimulation on entrepreneurial orientation.

HO.1.4: There is no significant effect (at the level a < 0.05) of individualized
consideration on entrepreneurial orientation.

Second Main Hypothesis

HO.2: There is no significant effect (at the level a < 0.05) of transformational
leadership on organizational learning capability.

Sub-hypotheses related to H0.2 hypothesis

HO0.2.1: There is no significant effect (at the level a < 0.05) of idealized influence
on organizational learning capability.

HO.2.2: There is no significant effect (at the level a < 0.05) of inspirational
motivation on organizational learning capability.

HO.2.3: There is no significant effect (at the level a < 0.05) of intellectual
stimulation on organizational learning capability.

HO.2.4: There is no significant effect (at the level a < 0.05) of individualized
consideration on organizational learning capability.

Third Main Hypothesis

HO.3: There is no significant effect (at the level a < 0.05) of organizational
learning capability on entrepreneurial orientation.

Sub-hypotheses related to HO.3 hypothesis

HO.3.1: There is no significant ffect (at the level a < 0.05) of managerial
commitment on entrepreneurial orientation.

HO0.3.2: There is no significant effect (at the level a < 0.05) of system perspective
on entrepreneurial orientation.

HO0.3.3: There is no significant effect (at the level a < 0.05) of openness and
experimentation on entrepreneurial orientation.

HO0.3.4: There is no significant effect (at the level a < 0.05) of knowledge transfer
and integration on entrepreneurial orientation.

Fourth Main Hypothesis
HO.4: Organizational learning capability has no mediating role in the effect of
transformational leadership on entrepreneurial orientation.

Research Methodology
This study followed a quantitative approached; the data was gathered using a
guestionnaire that consists of two section. The first section contain the
demographic questions while the second section contain question regarding the
main research variables.
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Research Instrument
Transformational Leadership
The questionnaire used to measure the transformational leadership in the
present study explored 17 elements of transformational leadership; the scale
was adapted from a study by Bell Ill et al. (2016). The version of the multifactor
leadership questionnaire (MLQ) developed and used by Bass and Avolio (1994) to
evaluate a variety of leadership types from transformational to passive
leadership behavior includes 45 elements. Table 1 shows the MLQ used to assess
transformational leadership.

Table 1. Transformational leadership dimensions

Transformational leadership

Dimensions
Idealized
Influence

Inspirational
Motivation

Intellectual
Stimulation

Individualized

No
1

10

11

12

13

14

15

Measurements

Manager instills pride in others for
being associated with him.

Manager goes beyond self-interest for
the good of the group.

Manager acts in ways that build
others' respect for him.

Manager talks about the most
important values and beliefs.

Manager considers the moral and
ethical consequences of decisions.
Manager emphasizes the importance
of having a collective sense of mission.
Manager articulates a compelling
vision of the future.

Manager talks enthusiastically about
what needs to be accomplished.
Manager talks optimistically about the
future.

Manager expresses confidence that
goals will be achieved.

Manager gets others to look at
problems from many different angles.
Manager re-examines critical
assumptions to question whether they
are appropriate.

Manager seeks different perspectives
when solving problems.

Manager suggests new ways of looking
at how to complete assignments.
Manager considers each individual as

References

Bell
(2016)

Bell
(2016)

Bell
(2016)

Bell

et

lllet

lllet

et

al.

al.

al.

al.
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Consideration

16

17

having different needs, abilities, and (2016)
aspirations from others.

Manager helps others to develop their
strengths.

Manager spends time teaching and
coaching.

3.1.2 Organizational Learning Capability

Fifteen items were used to measure organizational learning capability that were
adopted from Jerez-Gomez et al. (2005) based on respondents’ expressions of
agreement or disagreement as set out in Table 2 below:

Table 2. Organizational learning capability dimensions

Organizational Learning Capability

Dimensions N
o
Managerial 18
Commitment
19
20
21
22
System 23
Perspective
24
25

Openness and 26
Experimentation

27

28

Measurements References

Manager involves staff in important Jerez-Gomez

decision-making processes. et al. (2005)
Employee learning is an important
issue.

Employee learning  capability s

considered a key factor in this bank.

Bank’s management adapts to new
environmental situations.

In this bank, innovative ideas that work

are rewarded.

Employees have generalized knowledge

regarding this firm’s objectives. Jerez-Gomez
Bank’s departments are etal. (2005)
interconnected, working together in a

coordinated fashion.

All bank departments are well aware of

their contribution in achieving overall

objectives.

Bank promotes experimentation and Jerez-Gomez
innovation as a way of improving the et al. (2005)
work process.

Bank is keen to benefit from other

banks experience by adopting their

practices and techniques.

Experiences and ideas provided by

advisors and customers are considered

a useful instrument for this bank’s
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Knowledge
Transfer and
Integration

30

31
32

learning.

Errors and failures are always discussed Jerez-Gomez
and analyzed in this bank. et al. (2005)

Employees  discuss new ideas,
programs, and activities that might be
useful to the bank.

Teamwork is preferred in this bank.

The bank has files and database that
allow what has been learnt in past
situations to remain valid.

Entrepreneurial Orientation
The 3 items used to measure entrepreneurial orientation required respondents

to agree or disagree, based on Wolff et al. (2015) and referring to previous work

by Miller (1983) and Covin and Slevin (1989) as described in Table 3 below.
Table 3. Entrepreneurial orientation dimensions

Entrepreneurial Orientation

Dimensions
Innovativeness

Proactiveness

Risk Taking

No
33

34
35

36

37

38

39
40

41

42

44
45
46

Measurements

The bank is the first provider of new
products and services for clients.

Bank always develops new processes.
Bank emphasizes on research and
development.

Bank encourages people to think in
novel ways.

Bank is willing to try new ways of doing
things and seek novel solutions.

Bank is the first to identify clients’
needs.

Bank pursues market opportunities.
Bank initiates actions to deal with
competitors.

Bank initiates actions to which
competitors respond.

Bank introduces new products,
administrative techniques and operating
technologies in facing competition.
Bank’s environment requires boldness
to achieve objectives.

Bank invests in high risk projects.

Bank utilizes risky market opportunities.
Bank experiments with new products

References
Wolff et
(2015)

Wolff et
(2015)

Wolff et
(2015)

al.

al.

al.
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and services.

Whereas all items were measured using a five-point rating scale, rating from one:
“Strongly disagree”, two: “Disagree”, three: “Moderately agree”, four: “Agree”,

to five: “Strongly agree”.

Research Population, Sample, and Data Collection

For the purposes of this research, Jordanian commercial banks were chosen as
the target population because they exist in a highly changing environment that
requires them to enhance their entrepreneurial activities by developing
technology-based applications and electronic services (Akhisar et al., 2015). The
target population includes all employees working in the 13 Jordanian commercial
banks. In order to ensure representativeness, the sample from whom the data
will be collected must be selected from the target population. The total number
of employees working in Jordan’s 13 commercial banks is 15,033 (Association of
Banks in Jordan, 2015); (see Table 4).

Table 4. The number of employees working in Jordanian banks (2015)

Bank Total Number of | Order in | Total percent of

Employees 2015 number of
employees

Arab bank 2934 1 14.60%

The Housing Bank for Trade | 2363 2 11.76%

and Finance

Cairo Amman Bank 1614 3 8.03%

Bank of Jordan 1489 4 7.41%

Jordan Ahli Bank 1416 5 7.05%

Jordan Kuwait Bank 1100 6 5.47%

Bank Al Etihad 915 7 4.55%

Arab Jordan Investment | 714 8 3.55%

Bank

Jordan Commercial Bank 695 9 3.46%

Capital Bank 575 10 2.86%

ABC Bank (Jordan) 500 11 2.49%

Invest Bank 461 12 2.29%

Societe Generale Bank 257 13 1.28%

Total number working in 15033 74.81%

Jordanian Commercial Banks

Source: (Association of Banks in Jordan, 2015)
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In order to achieve and enhance sample generalizability, probability sampling (in
particular, simple random sampling) would be the most appropriate method of
selecting individuals from the population, where each has an equal chance of
being chosen (Sekaran and Bougie, 2016). However, after encountering some
difficulties in distributing the questionnaire in some banks because of their
privacy policies, it was instead decided to use convenience sampling (that is, “the
collection of information from members of the population who are conveniently
available”) (Sekaran and Bougie, 2016, p. 247). There were other reasons for
using convenience sampling, including the large population, which made it
difficult for the researchers to access everyone, and the limited time available for
data collection (Sekaran and Bougie, 2016). The researchers ultimately
distributed 378 questionnaires to banks that were accessible and agreed to
receive them, without taking into consideration the size of banks. As shown in
Table 5, the number of questionnaires retrieved from these banks varied
according to their policies and privacy concerns.

Table 5. The research sample distribution

Bank Number of employees included in
the sample

Arab bank 54

The Housing Bank for Trade and | 77

Finance

Cairo Amman Bank 45

Bank of Jordan 46

Jordan Kuwait Bank 58

Bank al Etihad 26

Capital Bank 28

ABC Bank (Jordan) 10

Total 344

Of the 378 questionnaires that were distributed, 344 were returned,
representing a return rate of 91%. Fourteen questionnaires were excluded
because the respondents did not answer all items on the questionnaire. As a
consequence, the final number of valid questionnaires subjected to statistical
analysis was 330, representing a response rate of 87.3%. Indeed, this research is
based on two sources to collect data in order to test research hypotheses and
achieve research objective; secondary data source includes the journals, articles,
books and case studies that have been accessed through the University of Jordan
website (ezlibrary.ju.edu.jo). Primary data source that represents the data
obtained by the researchers for the first time, the primary data source
instrument that was used by the researchers is the questionnaire that was
disrupted to employees working in Jordanian commercial banks.
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Validity and Reliability

Validity indicates that it measures the used instrument goodness and suitability
in measuring in the study’s variables. Whereas the reliability concerned about
whether the measurement tool proves on the steadiness and the constancy of
the measured concepts, it is also considered as the instrument mirror that
reflects its precision and thoroughness (Sekaran and Bougie, 2016).

Content and Face Validity

Content validity refers to the extent to which the items in the questionnaire
adequately address the research questions (Saunders et al., 2012). This measure
is used to ensure that the dimensions and items used in the instrument
adequately represent the concept (Sekaran and Bougie, 2016). To that end, the
research drew on previous studies in the same area of interest to assemble
guestionnaire items that measured the study variables. To avoid any issues of
misinterpretation, the questionnaire items were translated into Arabic. To
further ensure the instrument’s validity, an academic and a professional person
from the same field reviewed the questionnaire to check the translation and the
structure of the items.

Additionally, a pilot study was conducted to test the questionnaire items, which
helped to determine whether the research instrument would work in the actual
study by identifying possible problem areas that might need to be modified (Van-
Wijk and Harrison, 2013). The pilot questionnaires were distributed to 25
participants, and the researchers contacted them to receive their feedback about
any unclear items or superfluous and difficult questions. This made it possible to
improve the questionnaire’s effectiveness by adjusting or deleting elements and
reworking or restructuring the questions where necessary.

Construct Validity

Construct validity is a measure of the questionnaire’s validity, referring to “how
well the results obtained from the use of the measure fit the theories around
which the test is designed” (Sekaran and Bougie, 2016, p. 222). Construct validity
is measured by factor analysis, which is a technique used to identify the
dimensions of research constructs and to determine the most suitable items for
each dimension. The technique of confirmatory factor analysis (CFA) was used
for this purpose.CFA assesses how each item contributes to the concept (Hair et
al., 2010). The aim of CFA is to examine the construct validity of the survey items
in terms of their level of clarity in representing the variables under the construct
(Hair et al., 2010). In other words, if the homogeneity between items of the same
construct is high, there is construct validity. In addition, if the value of
standardized regression weights for the latent variables is higher than 0.40, the
CFA confirms the validity of the study sentences and dimensions (Hair et al.,
2010). The following figures show the construct validity of the study variables.
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Figure 2. The construct validity of transformational leadership

Figure 2 represents the results of CFA as following:

X% is 298.314 and it is significant at (a< 0.05).

Minimum discrepancy value (X*> / DF) is 2.639 which indicate that the
harmonization level is good; where Arbuckle (2008) declared that the
harmonization level range 1 to 5.

Goodness of Fit Index (GFI) refers to the harmonization of quality which is 0.907
that is considered close to one (Full compatibility). On this point, the value of
Comparative Fit Index (CFl) is 0.937 which is also close to one.

The value of Root Mean Square Error of Approximation (RMSEA) is 0.071,
whereas the value of Normed Fit Index (NFI) is 0.750 which is close to one. The
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values of Regression weight are greater than 0.40 (Hair et al., 2010, p.116).
Therefore, these results emphasize and confirm the validity.
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Figure 3. Construct validity of organizational learning capability

Figure 3 represents the results of CFA as following:

X*is 357.876and it is significant at (a< 0.05).

Minimum discrepancy value (X* / DF) is 4.260which indicate that the
harmonization level is good; where (Arbuckle, 2008) stated that the
harmonization level range 1 to 5.

GFI refers to the harmonization of quality which is 0.863 that is considered close
to one (Full compatibility). On this point, the value of CFl is 0.883 which is also
close to one.

The value of RMSEA is 0.100, whereas the value of NFl is 0.683.
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The values of Regression weight are greater than 0.40 (Hair et al., 2010, p.116).
These results emphasize and confirm the validity
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Figure 4. Construct validity of entrepreneurial orientation

Figure 4 represents the results of CFA as following:

X*is 351.584and it is significant at (a< 0.05).

Minimum discrepancy value (X* / DF) is 4.751which indicate that the
harmonization level is good; where Arbuckle, (2008) stated that the
harmonization level range 1 to 5.

GFI refers to the harmonization of quality which is 0.866 that is considered close
to one (Full compatibility). On this point, the value of CFl is 0.902 which is also
close to one.

The value of RMSEA is 0.107, whereas the value of NFl is 0.715 which is close to
one.

The values of Regression weight are greater than 0.40 (Hair et al., 2010, p.116).
These results emphasize and confirm the validity.
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4.3 Reliability of Scales

In order to measure the consistency and homogeneity of items that belong to
the same concept in the questionnaire, the internal consistency measure of
inter-item consistency reliability was tested using Cronbach’s alpha. Cronbach’s
alpha for the study sample are shown in Table 6 below.

Table 6. Cronbach’s alpha coefficient

Study construct Number of Cronbach's Alpha Values
ltems
Transformational Leadership 17 0.931
Idealized Influence 6 0.791
Inspiration Motivation 4 0.871
Intellectual Stimulation 4 0.854
Individualized Consideration 3 0.839
Organizational Learning Capability 15 0.915
Managerial Commitment 5 0.739
System Perspective 3 0.827
Openness and Experiment 3 0.804
Knowledge Transfer and Integration 4 0.774
Entrepreneurial Orientation 14 0.924
Innovation 5 0.876
Proactiveness 5 0.902
Risk Taking 4 0.774
All variables 46 0.961

As the Cronbach’s alpha values are greater than the acceptable level of 0.70
(Sekaran and Bougie, 2016). As shown in Table 6, the variables and all of the
items representing them can be said to exhibit excellent internal consistency and
can therefore be considered reliable.

Research Results

5.1 Demographic Characteristics of Respondents

Demographic data provides the main attributes of the participating respondents
which is included in the questionnaire instrument. These attributes include basic
information about the respondents like age, gender, educational level, years of
experience in banks and position. Table 7 shows the main attributes of the
participating respondents.
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Table 7. Research respondents' characteristics

Respondent’s characteristics Frequency Percentages
Gender

Male 183 55.5
Female 147 44.5
Age

20 - less than 25 87 26.4
25 - less than 30 130 39.4
30- less than 35 59 17.8
35 and more 54 16.4
Qualification

Bachelor 264 80.0
Diploma 12 3.6
Master 52 15.8
PHD 2 0.6
Position

Employee 229 69.4
Head of Department 37 11.2
Assistant Manager 36 10.9
Manager 28 8.5
Experience Tenure

Less than 3 years 101 30.6
3 years - less than 6 years 87 26.4
6 years- less than 9 years 51 15.5
9 years and above 91 27.5

Table 7 shows that 55.5% of respondents were males and 44.5% were females.
Most of the participating employees were in the age group 25-less than 30 years,
representing 39.4% of respondents, followed by the age group 20-less than 25
years, representing 26.4%. The 35 years+ age group was least represented at
16.4%. With regard to level of education, the results indicate that a majority of
respondents 80% held bachelor degrees, followed by master degree holders
15.8%. Two respondents 6% held PhD degrees, and the remaining respondents
3.6% were diploma holders. These findings suggest that the banks' employment
policies generally favor candidates with bachelor degrees or higher. In terms of
experience, the results indicate that 30.6% of respondents have less than 3 years
of experience, 26.4% have 3-less than 6 years, 15.5% have 6-less than 9 years,
and 27.6% have more than 9 years of experience. With regard to the positions,
results show that employees’ rate is69.4%, 11.2% head of department, 10.9%
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assistant mangers and 8.5% managers, because managers were not easily
accessed. Employees represent the highest number of respondents 229 because
of the hierarchical structure of the banks that consists of large number of
employees with low number of managers to supervise and coordinate them.

Test of Normality

The researchers will examine the normality of data in order to assess the
generalizability and representativeness of sample to the population (Ghasemi
and Zahediasl, 2012). The researchers used skewness test to assess the degree of
asymmetry of distribution and whether data fall between 2 and -2, and a kurtosis
test that describes the level of distribution flatness and assesses whether the
data fall between 7 and -7 (West et al., 1995). The table below represents the
skewness and kurtosis tests.

Table 8. Skewness and Kurtosis tests

Variables Skewness Kurtosis

Statistic Std. Error Statistic Std. Error
Idealized Influence -.362 0.134 -.314 0.268
Inspirational Motivation -.543 0.134 -.121 0.268
Intellectual stimulation -.398 0.134 -.063 0.268
Individualized -.542 0.134 0.154 0.268
consideration
Transformational -.332 0.134 -.377 0.268
Leadership
Managerial commitment -.320 0.134 -.048 0.268
System perspective -.430 0.134 0.276 0.268
Openness and experiment  -.448 0.134 0.118 0.268
Knowledge transfer and -.420 0.134 0.507 0.268
integration
Organizational learning -.356 0.134 0.154 0.268
capability
Innovativeness -.929 0.134 1.707 0.268
Proactiveness -.919 0.134 1.314 0.268
Risk taking -.095 0.134 -.112 0.268
Entrepreneurial -.616 0.134 0.872 0.268
orientation

The results in Table 8 show that the probabilities for the study variables fulfilled
the tests criteria (i.e., Skewness values were lower than 2 and kurtosis values
were lower than 7). Therefore, the study variables are close to the normal
distribution and parametric testing can be used.
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Hypotheses Testing

Testing hypotheses aims to examine whether the null hypothesis is rejected in
favor of alternative hypothesis. Statistically, the null hypothesis is considered
true till the statistical techniques shows the opposite (Sekaran and Bougie,
2016). The decision rule that is concerned with null hypothesis test, is when the
significance level (p-value) is less than .05, the null hypothesis (HO) will be
rejected and the alternative one will be accepted (HA) which indicates (a
positive) effect, whereas the null hypothesis is accepted when the p-value is
greater than .05.

In order to answer the research questions and to achieve the research
objectives, the researchers used multiple regression to test the hypotheses to
determine whether the transformational leadership in terms of dimensions has
an effect on entrepreneurial orientation.

First Main Hypothesis

HO.1: There is no effect of transformational leadership on entrepreneurial
orientation.

EO = Bo+ BLII + P2 IM + B3 IS + P4 IC+ €.

Table 9 represents the model summary, ANOVA and coefficient tables used to
test the first hypothesis, indicating the effect of transformational leadership on
the dependent variable (entrepreneurial orientation) in terms of idealized
influence, inspirational motivation, intellectual stimulation and individualized
consideration.

Table 9. Multiple regression analysis for the first hypothesis

Variables Model summary ANOVA Coefficients  Unstandardi
(a) zed
coefficients
R R Adjust  F- Sig
Squar ed R valu T Sig. Beta
e Square e (P-
0.52 0.272 0.263 30.4 0.00 valu
2 2 0 e)
Constant 8.84 0.00 1.796
4 0
Idealized 1.74 0.08 0.132
influence 2 2
Inspiration 2.86 0.00 0.186
al 2 4
motivation
Intellectual 2.71 0.00 0.164
stimulation 5 7

83



Journal of Business & Management (COES&RIJ-JBM), 8(2), pp.65-111

Individualiz 0.73 0.46 0.037
ed 2 4
considerati

on

The Dependent Variable is EO

It can be seen from the results in table (9) that the multiple correlation
coefficient R= 0.522 indicates that there is a positive correlation between
independent variables and dependent variable. Also, the value of R*=0.272. This
means that idealized influence, intellectual stimulation, inspirational motivation
and individualized consideration can account 27.2% of the variation of the
entrepreneurial orientation. Furthermore, it is noticed that the value of adjusted
R?is very close to the value of R’ If the adjusted R”is excluded from R? (0.272-
0.263) = 0.009. This little shrinking 0.009 means that if the model has been fitted
when the whole population participates in the study, the higher variance in the
outcome will be 0.009.

Also, the table above shows the probability of F-value and it is significant at 0.05,
which indicates that transformational leadership has a significant effect on
entrepreneurial orientation at (a < 0.05). Accordingly, the first main hypothesis is
rejected and the alternative is accepted. Referring to the coefficient table; the
sig-value of idealized influence is 0.082 and it is not significant at (a < 0.05) and
the t-calculated is 1.742 and it is lower than the t-tabulated 1.96. This indicates
that the idealized influence has no significant effect on the entrepreneurial
orientation at (a < 0.05). Therefore, the first null sub hypothesis is accepted and
the alternative is rejected.

Referring to the coefficient table; the sig-value of inspirational motivation is
0.004 and it is significant at (a < 0.05) and the t-calculated is 2.862 and it is
higher than the t-tabulated 1.96. This indicates that the inspirational motivation
has a significant effect on the entrepreneurial orientation at (a < 0.05).
Therefore, the second null sub hypothesis is rejected and the alternative is
accepted. Referring to the coefficient table; the sig-value of intellectual
stimulation is .007 and it is significant at (a < 0.05) and the t-calculated is 2.715
and it is higher than the t-tabulated 1.96. This indicates that the intellectual
stimulation has a significant effect on the entrepreneurial orientation at (a <
0.05). Therefore, the third null sub hypothesis is rejected and the alternative is
accepted. Referring to the coefficient table; the sig-value of individualized
consideration is 0.464 and it is not significant at (a < 0.05) and the t-calculated is
.732 and it is lower than the t-tabulated (1.96). This indicates that the
individualized consideration has no significant effect on the entrepreneurial
orientation at (a < 0.05). Therefore, the fourth null sub hypothesis is accepted
and the alternative is rejected.

84



The Impact of Transformational Leadership on Entrepreneurial Orientation ...

Table 10. Results of testing the sub hypotheses for the first main hypothesis

Sub Hypotheses Result

HO1.1: There is no effect of Idealized influence on entrepreneurial Accepted
orientation.

H0.1.2: There is no effect of inspirational motivation on entrepreneurial Rejected
orientation.

H0.1.3: There is no effect of intellectual stimulation on entrepreneurial Rejected
orientation

HO0.1.4: There is no effect of individualized consideration on Accepted
entrepreneurial orientation

Accordingly, the formula of this model will be formulated as below:

EO = 1.796+ 11 (0.132) +IM (0.186) +IS (0.164) + IC (0.037) + €.

The results of the first main hypothesis indicate that transformational leadership
has a significant effect on the entrepreneurial orientation of commercial banks,
which concurs with previous studies (Chung-Wen, 2008; Oncer, 2013; Arham,
2014; Muchiri and McMurray, 2015) demonstrating that the level of
development and success of entrepreneurial orientation relates to the presence
of transformational leaders. The explanation for this finding may relate to the
fact that transformational leaders encourage employees to think in creative
ways, generate new ideas about existing practices and products and encourage
them to change. This enhances and strengthens their entrepreneurial attitudes
and, as a consequence, the entrepreneurial behaviors of organizations. Roomi
and Harrison (2011) also agreed about the appropriateness of transformational
leadership and its important role in the entrepreneurial environment. Leaders in
entrepreneurial firms use their skills to support and develop the entrepreneurial
capabilities of employees, protect creative ideas that threaten the existing
business model, find opportunities for the organization to exploit and combine
entrepreneurship and business strategy. Leaders’ ability to identify a clear and
appealing vision and mission also helps employees to achieve organizational
goals, and support for creativity is highly related to the entrepreneurial
strategies of innovativeness, proactiveness and risk taking (Arham et al., 2015).

In relation to the sub-hypotheses, the results indicate that idealized influence
has no significant effect on banks’ entrepreneurial orientation. This is not
consistent with other previous studies (Muchiri and McMurray, 2015; Oncer,
2013) that reported the important effect of idealized influence on
entrepreneurial orientation. Although banks’ leaders build trust with their
employees and display charismatic characteristics, they are inefficient to affect
entrepreneurial attitudes. This may refer to the trust the leaders build with their
employees which gives employees more freedom when performing their tasks
and doing their jobs without being told to do so. The present results also indicate
that inspirational motivation has the greatest effect on entrepreneurial
orientation of banks; this may refer to the bank leaders’ characteristics and
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behaviors, where inspirational leaders challenge employees to live up to high
standards, show a willingness to achieve future goals and bring meaning to the
impending task(Judge and Piccolo, 2004). In addition, leaders who define a
common and attractive vision for employees, set a high level of expectation for
each individual and convince them of their ability to achieve their goals can
encourage innovative and proactive behaviors among employees, stimulating
them to develop products and services and seek market opportunities that offer
customers better service.

Leaders with the intellectual stimulation characteristic are more likely to alter
existing working methods, identify new problem-solving approaches for
employees, modify the organizational processes and systems to have a
spectacular future, entrust employees to take responsibilities and increase the
level of their commitment (Boehm et al., 2015). This can build employee
innovation and experimentation, which is important in promoting
entrepreneurial orientation within the organization. The present findings were
inconsistent with previous studies (e.g., Muchiri and McMurray, 2015; Afsar et
al., 2017) showing that individualized consideration is inefficient to affect
entrepreneurial orientation. This may be attributed to the mechanisms used by
banks in selecting administrative leaders and the characteristics of leaders.
Leaders were inefficient to consider the different needs, abilities and desires of
each member that affect their level of empowerment and commitment to
improve banks’ entrepreneurial orientation.

Second Main Hypothesis

HO.2: There is no effect of transformational leadership on organizational learning
capability.

Table 11 represents the model summary, ANOVA and coefficient tables used to
test the second hypothesis, indicating the effect of transformational leadership
on organizational learning capability in terms of idealized influence, inspirational
motivation, intellectual stimulation and individualized consideration.

Table 11. Multiple regression analysis for the second hypothesis

Variables Model summary  ANOV Coefficien Unstandar
ts (a) dized
coefficient
s
R R Adjus F- Si Sig.
Squ ted R val g T (P-  Beta
are Squar ue valu
e e)
6 42 414 59. 0
4 1 025 00
9
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Constant 6.8 .000 1.243
57

Idealized 24 013 .168

influence 89

Inspirational 2.6 .008 .155

motivation 62

Intellectual 3.7 .000 .200

stimulation 05

Individualized 2.8 .005 .125

consideration 04

The Dependent Variable is OLC

It can be seen from the results in table 11 that the multiple correlation
coefficient R= .649 indicates that there is a positive correlation between
independent variables and dependent variable. Also, the value of R*=.421. This
means that idealized influence, intellectual stimulation, inspirational motivation
and individualized consideration can account 42.1% of the variation of the
organizational learning capability. Furthermore, it is noticed that the value of
adjusted R2 is very close to the value of R%. If the adjusted R2 is excluded from R
(.421-0.414) = 0.007. This little shrinking 0.007 means that if the model has been
fitted when the whole population participates in the study, the higher variance in
the outcome will be 0.007.Also, the table above shows the probability of F-value
and it is significant at 0.05, which indicates that transformational leadership has
a significant effect on organizational learning capability at (a < 0.05). Accordingly,
the second main hypothesis is rejected and the alternative is accepted. Referring
to the coefficient table; the sig-value of idealized influence is .013 and it is a
significant at (a < 0.05) and the t-calculated is (2.489) and it is higher than the t-
tabulated 1.96. This indicates that the idealized influence has a significant effect
on the organizational learning capability at (a < 0.05). Therefore, the first null
sub hypothesis is rejected and the alternative is accepted.

Referring to the coefficient table; the sig-value of inspirational motivation is
0.008 and it is significant at (a < 0.05) and the t-calculated is 2.662 and it is
higher than the t-tabulated 1.96. This indicates that the inspirational motivation
has a significant effect on the organizational learning capability at (a < 0.05).
Therefore, the second null sub hypothesis is rejected and the alternative is
accepted. Referring to the coefficient table; the sig-value of intellectual
stimulation is .000 and it is significant at (a < 0.05) and the t-calculated is 3.705
and it is higher than the t-tabulated 1.96. This indicates that the intellectual
stimulation has a significant effect on the organizational learning capability at (a
< 0.05). Therefore, the third null sub hypothesis is rejected and the alternative is
accepted. Referring to the coefficient table; the sig-value of individualized
consideration is .005 and it is significant at (a < 0.05) and the t-calculated is 2.804
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and it is higher than the t-tabulated 1.96. This indicates that the individualized
consideration has a significant effect on the organizational learning capability at
(a < 0.05). Therefore, the fourth null sub hypothesis is rejected and the
alternative is accepted.

Table 12. Results of testing the sub hypotheses for the second main hypothesis

Sub Hypotheses Result

H0.2.1: There is no effect of idealized influence on organizational learning Rejected

capability

HO0.2.2: There is no effect of inspirational motivation on organizational Rejected

learning capability

HO0.2.3: There is no significant effect of intellectual stimulation on Rejected

organizational learning capability.

HO.2.4: There is no effect of individualized consideration on organizational Rejected

learning capability

Accordingly, the formula of this model will be formulated as below:

OLC = 1.243+ 11 (.168) +IM (.155) +IS (.200) + IC (.125) + €.

Findings related to the second main hypothesis indicate that transformational
leadership has a significant effect on organizational learning capability. This
finding aligns with other previous studies (Radzi et al., 2013; Alsabbagh and
Alkhalil, 2016; Imran et al.,, 2016) that demonstrated the importance of
transformational leaders in enhancing and supporting organizational learning
capabilities. This tends to support the assumption that a transformational
leadership style examines, alters and guides systems, building them in ways that
share and distribute knowledge through organizational learning. This style of
leadership is dedicated to and encourages organizational learning, providing
everything needed to face the obstacles and difficulties that might disturb this
learning (Garcia-Morales et al., 2012). This finding is also consistent with Nafei et
al. (2012), who showed that transformational leaders help members to
accomplish the tasks assigned to them, listen to their needs and desires,
welcome and reward their new ideas to solve issues and aspire to develop
employees by utilizing their powers to enhance and develop opportunities for
organizational learning.

The present findings also revealed that all the dimensions that constitute
transformational leadership exert a significant effect on organizational learning
capability in banks. In relation to idealized influence and its effect on
organizational learning capability, this may owe to the fact that transformational
leaders work hard to build respect between employees, encourage their
followers to utilize resources, use the available tools and methods to attain
internal and external information and take responsibility for their decisions
(Manshadi et al.,, 2014). This may also be explained by the ability of
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transformational leaders to encourage employees to believe in their abilities to
achieve goals.

The significant effect of inspirational motivation on organizational learning
capability is consistent with Radzi et al. (2013) and Manshadi et al. (2014). They
argued that leaders’ ability to encourage followers to participate in the future
vision, mission and strategies of the organization, to achieve objectives and show
a positive attitude to the future and to support creativity and openness improves
learning capabilities and therefore the organization’s ability to acquire new
knowledge and to change. With regard to intellectual stimulation, which has the
highest effect on learning capability, it seems clear that learning requires change,
which in turns requires transformational leadership. Through intellectual
stimulation, leaders encourage employees to solve problems in new ways and
stimulate them to find new and creative solutions, prompting behavioral changes
to facilitate organizational learning, encouraging the development of mental
models and supporting organizational learning (Ghorbanian et al., 2016; Elshanti,
2017). The findings for the last hypothesis indicate that individualized
consideration has an effect on learning capability in banks. This may indicate that
leaders focus on creating a supportive environment by understanding
employees’ needs and helping them to fulfill those needs by delegating authority
to help them to develop themselves through personal challenges. By supporting
innovation, accepting new and creative ideas and showing willingness to change,
leaders can create an appropriate vision for learning (Ghorbanian et al., 2016;
Alsabbagh and Alkhalil, 2016).

Third Main Hypothesis

HO.3: There is no effect of organizational learning capability on entrepreneurial
orientation.

EO = Bo+ B1 MC + B2 SP + B3 OAE + B4 KTAI+ €.

Table 13 represents the model summary, ANOVA and coefficient tables used to
test the third hypothesis, indicating the effect of organizational learning
capability on the dependent variable (entrepreneurial orientation) in terms of
managerial commitment, system perspective, openness and experimentation
and knowledge transfer and integration.
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Table 13. Multiple regression analysis for the third hypothesis

Variables Model summary ANOVA Coefficient  Unstandardiz
s (a) ed
coefficients
R R Adjust  F- Sig
Squa ed R value T Sig. Beta
re Square (P-

.75 .565 .560 105. .00 value

2 60 0 )
Constant 7.55 .000 1.116
- 2
Managerial 1.28 .200 .068
commitment 5
System 3.36 .001 .149
Perspective 6
Openness 5.63 .000 .268
and 6
Experimentat
ion
Knowledge 472 .000 .239
Transfer and 7
Integration

The Dependent Variable is EO

It can be seen from the results in table 13 that the multiple correlation
coefficient R= .752 indicates that there is a positive correlation between
independent variables and dependent variable. Also, the value of R? = .565. This
means managerial commitment, system perspective, openness and
experimentation, knowledge transfer and integration can account 56.5% of the
variation of the entrepreneurial orientation. Furthermore, it is noticed that the
value of adjusted R”is very close to the value of R’. If the adjusted R*is excluded
from R* (.565-.560) = 0.005. This little shrinking 0.005 means that if the model
has been fitted when the whole population participates in the study, the higher
variance in the outcome will be 0.005.

Also, the table above shows the probability of F-value and it is significant at 0.05,
which indicates that organizational learning capability has a significant effect on
entrepreneurial orientation at (a < 0.05). Accordingly, the third main hypothesis
is rejected and the alternative is accepted. Referring to the coefficient table; the
sig-value of managerial commitment is .200 and it is not significant at (a < 0.05)
and the t-calculated is 1.285 and it is lower than the t-tabulated 1.96. This
indicates that the managerial commitment has no significant effect on the
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entrepreneurial orientation at (a < 0.05). Therefore, the first null sub hypothesis
is accepted and the alternative is rejected.

Referring to the coefficient table; the sig-value of system perspective is 0.001
and it is significant at (a < 0.05) and the t-calculated is 3.366 and it is higher than
the t-tabulated 1.96. This indicates that the system perspective has a significant
effect on the entrepreneurial orientation at (a < 0.05). Therefore, the second null
sub hypothesis is rejected and the alternative is accepted. Referring to the
coefficient table; the sig-value of openness and experiment is .000 and it is
significant at (a < 0.05) and the t-calculated is 5.636 and it is higher than the t-
tabulated 1.96. This indicates that the openness and experiment has a significant
effect on the entrepreneurial orientation at (a < 0.05). Therefore, the third null
sub hypothesis is rejected and the alternative is accepted. Referring to the
coefficient table; the sig-value of knowledge transfer and integration is .000 and
it is significant at (a < 0.05) and the t-calculated is 4.727 and it is higher than the
t-tabulated 1.96. This indicates that the knowledge transfer and integration has a
significant effect on the entrepreneurial orientation (a < 0.05). Therefore, the
fourth null sub hypothesis is rejected and the alternative is accepted.

Table 14. Results of testing the sub hypotheses for the third main hypothesis

Sub Hypotheses Result

HO0.3.1: There is no effect of managerial commitment on Accepted
entrepreneurial orientation

HO0.3.2There is no effect of system perspective on Rejected
entrepreneurial orientation

HO.3.3: There is no effect of openness and experimentation Rejected
on entrepreneurial orientation

HO0.3.4: There is no effect of knowledge transfer and Rejected
integration on entrepreneurial orientation.

Accordingly, the formula of this model will be formulated as below:
EO=1.116 + MI (.068) +SP (.149) +OAE (0.268) +KTAI (.239) + €.

The results in relation to the third hypothesis show that banks’ organizational
learning capability has a significant effect on entrepreneurial orientation. This
indicates that innovativeness, proactiveness and risk-taking behaviors are related
to banks’ ability to build a learning culture for employees, acquire and transfer
knowledge, create new ideas and remain open to market opportunities. This
result is consistent with previous studies (Shannak & Obeidat, 2012; Altinay et
al., 2016; Rajagopal, 2017) confirming that organizational learning capability has
a positive effect on entrepreneurial orientation. The reason underlying this effect
is that organizational learning capability helps firms to enhance and develop
their innovative and proactive behaviors by developing the ability to acquire and

91



Journal of Business & Management (COES&RIJ-JBM), 8(2), pp.65-111

transfer new knowledge and creating new products and ideas (Aragdn -Correa et
al.,, 2007). In addition, the process of utilizing resources to train and educate
employees and develop their skills is a precursor of entrepreneurial activities.
Organizational learning capability supports entrepreneurial activities, offering
individuals opportunities to devise and renew their practices and processes
(zahra, 2010).

With regard to the sub-hypotheses, the results for managerial commitment
showed it has no effect on entrepreneurial orientation. This contrasts with the
findings of Kiziloglu (2014) and Altinay et al. (2016), which implied that when
management stresses the importance of learning, supports knowledge
acquisition and transfer, it is more likely to influence the firm’s ability to create
new products and practices and to seek market opportunities. In any
organization, whatever the business, management plays a fundamental role in
activating entrepreneurial orientation and a learning climate by addressing any
barriers or obstacles. The relation between managerial commitment and
entrepreneurial orientation is positive because the latter depends mainly on the
former. With regard to the mismatch between the present analysis and the
results of other studies, this can be attributed to personal factors among the
study participants. Moreover, the culture can contribute to this result as Arab
culture tends to have a high uncertainty avoidance which means the feeling of
being threatened or intimidated by unexpected situations (Hofstede,2001), this
may affect employees’ empowerment. The management tends to avoid
uncertainty in banks, by setting rules, to maintain their financial position and
avoid financial losses and risks.

Second, the results indicate that system perspective influences banks’
entrepreneurial orientation. This was explained by Altinay et al. (2016), who
viewed organizations as a system of shared mental models whose main task is to
acquire, distribute and share knowledge. This indicates that organizational
learning is more than just individual learning; instead, it has a collective nature
that requires a common language to share and integrate information. As all bank
members and departments are working together toward a specific goal, which
relates to development and innovativeness. It is also clear that openness and
experimentation has a significant effect on banks’ entrepreneurial orientation.
This was confirmed by Gomes and Wojhan (2017), who demonstrated that
enterprises that experiment to develop products and improve management are
more likely to absorb changes and to adopt new technologies and procedures.
This may also reflect the openness of banks to the external environment in the
search for new ideas and solutions to existing and future problems. This is likely
to enhance workers’ knowledge of new ideas and environmental changes related
to customer products and services and to technological developments and
practices.

92



The Impact of Transformational Leadership on Entrepreneurial Orientation ...

Finally, the present results indicate that knowledge transfer and integration
support banks’ entrepreneurial orientation. Keskin (2006) demonstrated that
methods for sharing lessons learned in organizational practices between
departments and teams are a key factor in innovativeness. This may be because
knowledge sharing between employees and departments is effective; banks
make sure to transfer knowledge related to past failures in order to avoid
mistakes, and information about new ideas and employees’ experiences can be
of benefit to others.

Fourth Main Hypothesis

HO.4: Organizational learning capability has no mediating role in the effect of
transformational leadership on entrepreneurial orientation.

EO =Bo+B1TL+ P2 OLC +£.

Path analysis will be used to examine the mediating role of the organizational
learning capability in the effect of transformational leadership on
entrepreneurial orientation. Therefore, the mediating effect will discover the
indirect impact of the transformational leadership on the entrepreneurial
orientation in the presence of the organizational learning capability as a
mediator variable. To achieve this purpose the mediator effect will be examined
into two stages. The first stage is to examine the direct impact in the absence of
the mediator variable. Therefore, on the one hand, if the direct impact is
reduced and significant; there will be a partial mediation. On the other hand, if
the direct impact is reduced and not significant; there will be a complete
mediation. This method was inspired by (Baron and Kenny, 1986). The
researchers used AMOS and SPSS programs to test the fourth main hypothesis
(HO.4).

Testing HO.4 using AMOS

As a first stage that examine the direct impact of transformational leadership on
entrepreneurial orientation as below:
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Table 15. Direct effect summary

TL-EO X? X?/Df  GFI CFI RMSE  Probabilit Direct  Sig
A y Level Impact
2559 1968 0.979 0.99 0.054 0.019 0.468  0.00
3 0 0

The results of the above table and diagram show that the sig-value is 0.00 and it
is significant at (a < 0.05) and the value of impact is 0.468. This implies that the
transformational leadership has a significant effect on the entrepreneurial
orientation. Furthermore, the results in the above reveal that the value of X?is
25.593 and it is significant at (a< 0.05). Also, the minimum discrepancy value (X*/
DF) is 1.968 which indicate that the harmonization level is good; where Arbuckle,
(2008) stated that the harmonization level range 1 to 5. Additionally, the GFI
which represents the harmonization of quality is 0.979 and this value is close to
one (Full compatibility). In this regard, the value of CFl is 0.990 and it is also close
to one. Furthermore, the result above shows that the value of RMSEA is 0.054 is
close to zero (Hair et al.,, 2010). Moreover, the Average variance extracted is
0.389 which represent the variance in the dependent variable that caused by the
variances in the independent variables. Accordingly, we are going to the stage
two to examine the role of mediator. Therefore, to consider that the
organizational learning capability plays the role of mediator the following
conditions must be met. (1) The direct effect of transformational leadership on
entrepreneurial orientation should become insignificant the value of effect must
be decreased. (2) The direct effect of transformational leadership on
organizational learning capability must be significant. (3) The direct effect of
organizational learning capability on entrepreneurial orientation must be
significant.

The following diagram shows the results of indirect effect:

Table 16. Indirect effect summary
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X2 X*/d GFI CFI RMS SIG Direc Indire Sig C.R
f EA t ct
Impa Impac
ct t
TL - 121.1 3.95 094 096 0.077 000 ____  0.592 0.00 109
oLc 35 4 0 6 0 0 57
OLC- 0906 0.00 9.78
EO 0 6
TL - - 017 -
EO 0.07 9 1.34
7 3

The above results show that the effect of the transformational leadership on
organizational learning capability is significant at 0.05 and the value of impact is
0.592 and the effect of organizational learning capability on entrepreneurial
orientation is significant at 0.05 and the value of impact is 0.906. Additionally,
the effect of transformational leadership on entrepreneurial orientation is not
significant at 0.05 as well as the value of impact has been decreased after taking
into account the mediator variable. This indicates the organizational learning
capability plays the complete mediation role. Accordingly, the total effect can be
calculated as below:

-0.077 +(0.592 * 0.906) = 0.459.Furthermore, the results in the above reveal that
the value of X?is 121.135 and it is significant at (a< 0.05). Also, the Minimum
discrepancy value (X*/ DF) is 3.954 which indicate that the harmonization level is
good; where (Arbuckle, 2008) stated that the harmonization level range 1 to 5.
Additionally, the GFI which represent the harmonization of quality is 0.940 and
this value is close to one (Full compatibility). In this regard, the value of CFl is
0.966 and it is also close to one. Furthermore, the result above shows that the
value of RMSEA is 0.077 is close to zero (Hair et al., 2010, p. 116).

The researchers used AMOS and SPSS programs to test the mediating effect of
organizational learning capability on transformational leadership effects on
entrepreneurial orientation in order to ensure and confirm that the mediating
variable plays a fully mediating role.

Testing HO.4 using SPSS

For a better understanding, the effect of transformational leadership on
entrepreneurial orientation will be investigated with the absence of
organizational learning capability. This effect should be statistically significant.
Then, the effect of transformational leadership on entrepreneurial orientation
will be investigated with the presence of organizational learning capability. To
determine the level of mediation effect, if the effect of transformational
leadership on entrepreneurial orientation is significant and reduced, then,
organizational learning capability is partially mediating the effect of
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transformational leadership on entrepreneurial orientation. On the same hand, if
the effect of transformational leadership is reduced but not significant. Then,
organizational learning capability is fully mediating the effect of transformational
leadership on entrepreneurial orientation. The effect of transformational
leadership on entrepreneurial orientation is analyzed by regression analysis
including Baron and Kenney’s (1986) mediated regression technique as below:
Table 17. Regression analysis for mediation of TL on EO through OLC

TL— OLC (Path A)

OLC Coefficient SE T P
.6432 .0418 15.3840 .0000

OLC — EO (Path B)

OoLC .7087 .0483 14.6694 .0000

TL—EO (Path C)

TL .5103 .0470 10.8503 .0000

TL—->OLC—EO (Path C)

TL .0545 .0480 1.1351 .2571

The findings above show the path of the effect of transformational leadership on
organizational learning capability and entrepreneurial orientation. It has been
found that transformational leadership has a significant effect on organizational
learning capability where the coefficient value is 0.6432. This can be seen at Path
(A). Regarding the effect of organizational learning capability on entrepreneurial
orientation, it can be argued that organizational learning capability has a
significant effect on entrepreneurial orientation where the coefficient value is
0.7087. This can be seen at Path (B). However, in order to determine whether
organizational learning capability has a mediating role in the effect of
transformational leadership on entrepreneurial orientation, these rules must be
met (Baron and Kenny, 1986); the effect of transformational leadership on
organizational learning capability must be significant, the effect of organizational
learning capability on entrepreneurial orientation must be significant and the
effect of transformational leadership on entrepreneurial orientation must be
significant and the strength of the effect must be reduced.

Accordingly, tablel7 shows that transformational leadership has a significant
effect on entrepreneurial orientation where the coefficient value is .5103 (Path
C). Furthermore, this effect becomes insignificant and reduced in the presence of
organizational learning capability (Path C’).

To test the significance of the indirect path, Sobel test was used, The Sobel test
often is used as a enhancement to the Baron and Kenny method.( Hayes, 2009).
It require the regression unstandardized coefficients for paths a and b, and the
standard error for the regression coefficient for the association between the
independent variable and the mediator, the data is then entered into the Sobel
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test calculator (available online). Results indicate that t-statstic =10.618, p-value
=0.000 thus the indirect path is significant. Therefore, it can be postulated that
organizational learning capability fully mediates the effect of transformational
leadership on entrepreneurial orientation. The following table 18 summarizes
the study model:

Table 18. The mediated regression results

R’ Adjusted R F-Value DF1 DF2 P

.5562 .5535 204.9004 2.0000 327.0000 .0000

The results of the mediating role analysis of organizational learning capability
through the use of AMOS and SPSS indicate that organizational learning
capability plays a fully mediating role between transformational leadership and
entrepreneurial orientation, converting the direct effect of transformational
leadership on entrepreneurial orientation into an indirect effect. This indicates
that the average variance explained in the presence of organizational learning
capability is higher than in the absence of it. This means that organizational
learning capability enhances the transformational leadership characteristics by
creating a culture that focuses on change and creativity; acquiring and
transferring knowledge and experiences between bank departments and storing
information to avoid previous failures; encouraging employees to create new
ideas and then rewarding them; improving employees learning abilities, skills and
training; and finding creative solutions for problems and experimenting with new
ideas, technologies and change, as entrepreneurial orientation depends on all
the dimensions of organizational learning capability. It also depends on new and
innovative ideas, acquiring new knowledge and creating a culture that supports
change. Garcia-Morales et al. (2007) demonstrated that successful
entrepreneurial firms have learning capabilities. In addition, studying the outer
environment gives banks a great advantage, by using the acquired knowledge in
creating innovation and improving the organizational structure and processes.
Banks have begun to provide their customers with innovative products, this
requires firms to monitor the outer environment and then convert what they
have learnt into systematic knowledge (Kiziloglu, 2014).

Conclusion

The current research analyzed the effect of transformational leadership on
entrepreneurial orientation as mediated by organizational learning capability by
collecting data from employees in Jordanian commercial banks. To create new
products for customers, outperform competitors, achieve first mover status in
the market and keep up to date with environmental changes, banks need to
engage in entrepreneurial behaviors.
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The first objective of this research was to examine the effect of transformational
leadership on entrepreneurial orientation. In general, the results showed that
transformational leadership has an effect on a bank’s entrepreneurial
orientation. This finding aligns with those from other previous studies (e.g. Afsar
et al., 2017; Hashim et al., 2018) which indicated the important role played by a
transformational style of leadership in enhancing a firm’s entrepreneurial
orientation. Transformational leaders are known for their ability to stimulate
employees to achieve their goals, building trust between them, inspiring them to
do more than expected and supporting them to pursue and achieve an appealing
vision. Based on the results of the present analysis, it can be concluded that two
dimensions of transformational leadership, inspirational motivation and
intellectual stimulation, have a significant effect on banks’ entrepreneurial
orientation. This indicates that transformational leadership is likely to encourage
employees to develop and enhance their personal performance and to exceed
their own expectations, which in turn affects the entrepreneurial orientation of
the banks. However, the results indicated that idealized influence and
individualized consideration have no effect on banks’ entrepreneurial
orientation.

The second objective of the present study was to investigate the effect of
transformational leadership on organizational learning capability. The findings
suggest that transformational leadership has a significant effect on
organizational learning capability in terms of four dimensions: idealized
influence, inspirational motivation, intellectual stimulation and individualized
consideration. These findings are consistent with those of previous studies (Radzi
et al., 2013; Elshanti, 2017), and organizations with transformational leaders are
thought to have a number of advantages. These leaders build relationships with
employees to encourage them to work hard. They achieve success, develop their
followers’ performance and encourage them to upgrade their performance and
to achieve group goals. Transformational leaders have a significant effect in
activating learning, and implementation of knowledge; they facilitate
organizational learning by advising, by identifying structures and activities and by
building relationships within groups (Manshadi et al., 2014). The present results
also indicate that intellectual stimulation and idealized influence are the most
significant predictors of organizational learning capability in banks. This may be
because managers and supervisors encourage employees to think creatively,
stimulate them to find new ways of solving problems and inspire them to believe
in their abilities and to deal with different situations and to learn (Elshanti, 2017).
The third objective of the present study was to examine the effect of
organizational learning capability and its dimensions-managerial commitment,
system perspective, openness and experimentation and knowledge transfer and
integration-on the entrepreneurial orientation of commercial banks in Jordan.
The results show that banks’ entrepreneurial orientation is affected by their level
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of organizational learning capability, with the exception of managerial
commitment, which has no effect on entrepreneurial orientation. These results
are consistent with Altinay et al. (2016) and Garcia-Morales et al. (2007), who
indicated that firms that develop effective learning techniques are more likely to
motivate entrepreneurial activities. Consistent investment in resources can
improve learning capability, leading in turn to the development of
entrepreneurial orientation. Organizational learning capability plays an
important role in the proactive entrepreneurial engagement and development of
organizations. Rajagopal (2017) demonstrated that managers who promote and
support organizational learning by sharing knowledge among departments and
organization are aware of the importance of learning and knowledge to the
organization, accept new ideas, and motivate employees to be creative, this
enables the organization to keep up to date with environmental changes.

The final objective of the present study was to examine the mediating role of
organizational learning capability in transformational leadership’s effect on
entrepreneurial orientation. The results indicate that organizational learning
capability fully mediates the effect of transformational leadership on
entrepreneurial orientation, which means that organizational learning capability
renders the direct effect of transformational leadership on entrepreneurial
orientation insignificant. This finding confirms that organizational learning
capability is an integral mechanism that leverages and enhances the effect of
transformational leadership on entrepreneurial orientation by enhancing banks’
abilities to create a learning culture that supports new creative ideas and
solutions, knowledge acquisition and sharing of experiences internally.

Recommendations and Implications of Findings

The research aims at investigating the effect of transformational leadership on
entrepreneurial orientation as mediated by organizational learning capability in
Jordanian commercial banks. Therefore, the useful findings produced can be
utilized by bank managers towards the development and implementation of
practices that will lead to improve banks entrepreneurial orientation and
enhance learning capabilities. Banks are suggested to improve their managers’
transformational attributes; managers should be equipped to motivate and
inspire employees, enhance their commitment and enthusiasm, reward creative
members who think outside the box and enhance change and sharing
knowledge, in order to foster and enhance their learning capabilities and the
their entrepreneurial orientation. This can be done by training managers on how
to deal with their followers and inspire them and encourage changes in order to
improve their abilities. In addition, evaluating managers periodically and rewards
them according to their performance.

Managers and leaders are participating inspirational motivation and intellectual
stimulation to enhance banks entrepreneurial orientation while ignoring
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individualized consideration based on the respondents’ points of view.
Therefore, the researchers suggested that banks have to train their managers
and leaders on how to deal with different employees’ needs and abilities and
listen to their problems, build mutual trust between employees and their
managers, how to coach and monitor employees in ways that motivate their
behaviors (see e.g. Al-Syaidh & Al-Zu'bi, 2014; AlHarrasi & AL-Lozi, 2015;
AlHarrasi et al., 2016; AL-Syaidh et al., 2016; Darawsheh et al., 2016; Alkandari et
al., 2017; Khalayleh et al., 2017; Abualoush et al., 2018a, 2018b; Al-dalahmeh
et al., 2018; Masa’deh, et al., 2018). In addition, the findings suggested that
banks should heed the importance of managerial commitment, and that
managers from different levels and departments should attend training sessions,
awareness and brainstorming sessions about the importance of learning for the
bank. This would educate managers about the learning process and help them in
supporting and adopting learning-oriented behaviors for each employee and
motivating creative ideas by giving rewards for employees’ new ideas and new
ways to solve problems.

With regards to the mediating effect of organizational learning capability in
transformational leadership effects on entrepreneurial orientation, the findings
of the study indicate that organizational learning capability does play a
significant mediating role. Consequently, banks and managers should improve
and enhance their learning capabilities by conducing learning sessions for
employees, giving followers the chance to acquire knowledge from various
sources, discussing new ideas, enhancing management practices and procedures
that revolves around learning, creating a creative culture that supports
innovations, using appealing encouragement techniques like brainstorming
technique, and rewarding employees who think creatively and provide new
solutions and ideas. These suggestions to enhance banks learning abilities affect
and enhance their entrepreneurial orientation. When employees are engaged in
these training and learning behaviors, the ability of managers to enhance their
entrepreneurial orientation is improved and enhanced because they have a
creative environment which motivates and inspires them to be creative, create
new solutions and ideas and acquire and transfer new knowledge that is
important to develop new products, behaviors and practices.

Limitation of the Study

There are some limitations about the information that has been gathered,
identified and discussed in this study. The first limitation faced by the
researchers was distributing the questionnaire in some banks, as they were not
fully cooperative in distributing the questionnaire due to their privacy policies.
Another limitation was the time. Indeed, time limitations affected a number of
decisions during its implementations. Finally, there was a lack of studies that
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investigated the effect of organizational learning capability on entrepreneurial
orientation.

Future Research

Based on the above results and conclusions, the researchers suggest the
followings for the future studies; the future researchers could conduct this study
on other sectors like telecommunications, insurance, pharmaceutical companies
and small and medium sized firms that have different culture and market
practices. Future studies also could examine entrepreneurial orientation from
the mentioned dimensions in addition to autonomy and competitive
aggressiveness aspects. Additionally, future studies could examine the effect of
other types of leadership like transactional, participative and instrumental on
entrepreneurial orientation. In addition, researchers called for more research on
the enabling factors of applying electronic services (e.g. Masa’deh, et al., 2008,
2013a, 2013b; Karajeh & Maqgableh, 2014; Magableh & Karajeh, 2014; Al-Dmour
et al.,, 2015; Almajali & Magqgableh, 2015; Kateb et al.,, 2015; Magableh et al.,
2015; Masa’deh, 2016; Tarhini et al., 2015; 2016, 2017a, 2017b; Almajali & Al-
Dmour, 2016; Almajali et al., 2016; Alenezi et al.,, 2017; Aldmour et al., 2017,
Khwaldeh et al., 2017; Mikkawi & Al-Lozi, 2017; Obeidat et al., 2017, Yassien &
Mufleh, 2017; Tarhini et al., 2018; Al-Dmour et al., 2019), hence, future studies
could examine a mediating effect of variables other than organizational learning
capability such as employees’ empowerment and organizational culture.
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