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ABSTRACT 
 

 The study focused on understanding the relationship of leadership with information 

technology capabilities. This study was conducted based on the primary data collected by 

dispensing self-administered print out of the questionnaire to the employees of the different 

software houses. The study was cross sectional and simple random sampling technique was 

used to extract the sample of 525 employees of IT sector related organizations. Whereas 

after excluding the partially filled questionnaires the analysis was performed on sample of 

396 employees. Confirmatory Factor Analysis was done to ensure the validity and 

reliability of the scale. Whereas hypotheses testing was done through Structural Equation 

Modelling by using AMOS. The relationship of transformational and transactional 

leadership with information technology capabilities is found positive and significant. 
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INTRODUCTION 
 

 Last ten years witnessed the reasonable technological uprising which led to changes in 

the pattern of doing business, socialization, trade, and market mechanism (Jonnard, 2020). 

The Information Technology Capabilities (ITC) of an organization led to ensure the better 

communication and collaboration among employees of the organization but also to the 

professionals from the outer world. The collaboration among employees of an organization 

required ITC which required organizational resources. The allocation and utilization of 

organizational resources is solely contingent upon the strategic goals of the organization 

developed and finalized by the leadership. It is exhorted that leadership has positive impact 

on various organization related variables, e.g. organizational innovation, climate, employee 

behaviour, learning and knowledge sharing (Alblooshi, Shamsuzzaman, & Haridy, 2021) 

Transactional Leadership (TRANL) and Transformational Leadership (TRNFL) are the 
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two types of leadership coined by Burn (1978). These two types of leadership styles leads 

to the behaviours contributing towards organizational effectiveness, cost cutting, and social 

behaviours (Dartey-Baah, Quartey, & Adotey, 2021). Whereas TRANL is associated with 

lower intrinsic including obligations and rewards (Burn, 1978) material or psychological 

need related reward and reactive (Puni, Hilton, & Quao, 2021), TRNFL inspire the 

followers through inspiration and rewards of higher intrinsic (Burn, 1978), vision driven, 

greater good of the society, and proactivity (Puni et al., 2021). 
 

 There are dearth of studies, especially in developing countries, considering 

transactional and transformational leadership as antecedents of different work behaviours 

(Puni et al., 2021). Current era is not just the era of digitalization and IT but the era where 

leadership role has become significant (Cinnioğlu, 2020). Keeping in view the importance 

of ITC there are miniscule number of related studies and there is dire need to study the ITC 

to get benefits form it (Fernando, Zainul Abideen, & Shaharudin, 2020). Thus, the research 

problem of the current study is to explore which of the leadership style (transaction and 

transformational) has significant relationship with adaption of information and technology. 
 

 The findings of the research will enrich the BoK by clearing the relationship of TRANL 

and TRNFL with ITC which will provide leadership for getting understanding about the 

said relationship along with providing guidelines to the practitioners and decision makers 

to adapt and implement the system of IT. 
 

 From this point onward manuscript is structured in the way that first of all literature 

review of the studied model and variables is provided to ensure the rigor and develop the 

understanding about the variables and their possible relationship. After literature review 

the section pertaining to Methods which include information about population, sample size 

and technique, instrumentation, and inclusion-exclusion criteria is provided. The data 

analysis section is provided just after the material and methods and it encompasses 

information relating to reliability and validity through CFA and hypotheses testing through 

SEM. After data analysis the discussion on results and findings of the data in the light of 

past literature is provided. The conclusion is given after discussion section followed by 

limitations and suggestions section which gives information about limitations of the 

findings of the present study and recommendations to deal with such limitations and for 

prospective studies. 

 

LITERATURE REVIEW 
 

Information Technology Capabilities 

 Strategically thinking, the Information Technology Capabilities (ITC) are needed to 

ensure the effective management of internal and external information requirements of the 

organization (Callaway, Celuch, & Murphy, 2009). The rising competitions among 

organizations and globalization led to give importance to the ITC of the organization for 

their survival (Cinnioğlu, 2020). The ITC is very important and crucial for better 

coordination, information sharing, and organizational performance (Alshaher, 2021; 

Fernando et al., 2020). Likewise level of ITC led to facilitate in interacting with the outer 

world and make the organization globally competitive (Zhang & Tansuhaj, 2007). It leads 

to develop the effective knowledge management system of more breadth and depth which 

is the prerequisite of the innovative behaviour (Wei, Xu, & Liu, 2021).  
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Transactional Leadership and Information Technology Capabilities 

 Transactional Leadership (TRANL) has significant and positive relationship with 

organizational commitment of the employees (Puni et al., 2021), employee creativity, 

organizational innovation (Nguyen, Hooi, & Avvari, 2021) and organizational 

performance (Alrowwad, Abualoush, & Masa’deh, 2020). The environmental conditions 

effect the ITC of the organization and under low environmental conditions it will be 

associated with reactive type approach (Callaway et al., 2009). Such kind of leadership has 

positive and significant relationship with affect based trust through interactive justice 

(Willem, Visser, & Scheepers, 2022). It is more and more related to simple and daily 

routine matters related tasks (Passakonjaras & Hartijasti, 2020). Apropos following 

hypothesis has been proposed; 
 

H1: Transactional leadership has significant relationship with information 

technology capabilities. 

 

Transformational Leadership and Information Technology Capabilities 

 Transformational Leadership (TRNFL) has no relationship with OC of the employees 

(Puni et al., 2021) but significant and positive with organizational performance (Alrowwad 

et al., 2020). For higher level of environmental conditions the proactive approach is 

suitable to employ ITC in an organization (Callaway et al., 2009). Followers of TRNFL 

are usually innovative, high performer, and good in communication skills (Alrowwad et 

al., 2020; Passakonjaras & Hartijasti, 2020). Such kind of leadership is suitable for dynamic 

and complex organizations (Passakonjaras & Hartijasti, 2020; Vargas-Sevalle, Karami, & 

Spector, 2020). The leadership of schools in Abu Dhabi prefer TRNFL over TRANL and 

it gives better results (Aldhaheri, 2021). It increases the organizational citizenship 

behaviour but reduces the turnover intention and stress (Manoppo, 2020). The performance 

of TRNFL is much greater than TRANL style (Aldhaheri, 2021; Passakonjaras & 

Hartijasti, 2020). Such kind of leadership influence and engage the employees through 

love, honesty, care, tolerance, and trust (Mickson, Anlesinya, & Malcalm, 2021). The 

leadership style is strong influencer of creativity and innovative behaviour of the 

employees (Nguyen et al., 2021). Keeping in view the aforementioned, following 

hypothesis has been devised. 

 

H2: Transformational leadership has significant relationship with information 

technology capabilities. 

 

MATERIAL AND METHODS 
 

 The population for the current study was total 3500 employees working in software 

houses operating in the geographical location of Lahore, Pakistan. The sample of 525 

employees was extracted through simple random sampling method, which is one of the 

probability sampling techniques. The response from 396 employees was used to test the 

proposed hypotheses of the study. The response rate was remained 75.43% with 24.57% 

as rejection rate.  
 

 The study was a communicational, thus print out of the questionnaire was dispensed to 

collect the data. As it was a cross sectional research design data was collected once only. 
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The study was ex-post factor and statistical which led to run the multivariate data analysis. 

Thus, CFA and SEM were performed by using AMOS. 
 

 The questionnaire was used as an instrument to collect the data. The questionnaire was 

accompanied with the covering letter providing information about research objectives, 

variables, scope and other related information. The questionnaire was consisting of four 

sections. Where first section was related to demographic information for which information 

related to gender, educational qualification (obtained), age (in years), and marital status 

was asked. It is pertinent to mention that in order to ensure the anonymity of the 

respondents no personal information including contact number, email ID, corresponding 

address or any other information of such kind was asked. 
 

 The second section was related to items measuring ITC for which total ten items 

developed by Soto-Acosta, Popa, and Martinez-Conesa (2018) were adopted. The ITC was 

having two dimensions named IT knowledge and budget and IT-Supported operations. The 

third section was consisting of 12 items scale measuring TRNFL developed by Ghazali, 

Ahmad, Sedera, and Zakaria (2019). The fourth section was about TRANL and comprised 

of six items scale developed and used by Ghazali et al. (2019). The responses for section 

2, 3, and 4 were measured on five points Likert scale philosophy. Where 1 = Strongly 

Disagree and 5 = Strongly Agree. 
 

 The data was collected from the permanent employees only. All consultants, guards, 

and janitorial services related employees, who were not on the pay roll of the organization, 

were excluded from the target population. Moreover, the employees either on probation or 

joined within last three months were also excluded from the target population. All internees 

or employees of temporary arrangement were also excluded from the target population. 

The participation of the respondents was totally voluntarily. 

 

Table 1 

Demographics of the Respondents 

 f % 

Gender 

Male 256 64.64 

Female 140 35.35 

Total 396 100 

Marital 

Married 260 65.65 

Un Married 126 31.81 

Divorced 10 2.5 

Total 396 100 

Educational 

Qualification 

Bachelors 242 61.11 

MS 150 37.87 

Ph. D. 4 1.01 

Total 396 100 
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DATA ANALYSIS 

 

Table 2 

Validity and Reliability 

Variable/ 

Construct 
Item 

Validity Factor  

Loading 

Composite  

Reliability 
AVE 

TRANL TRANL1 .71 .873 .534 

 TRANL2 .70   

 TRANL3 .78   

 TRANL4 .70   

 TRANL5 .74   

 TRANL6 .75   

TRNFL TRNFL1 .82 .917 .524 

 TRNFL2 .75   

 TRNFL3 .72   

 TRNFL4 .67   

 TRNFL5 .72   

 TRNFL6 .71   

 TRNFL7 .69   

 TRNFL8 .74   

 TRNFL9 .73   

 TRNFL10 .68   

 TRNFL11 .71   

 TRNFL12 .77   

ITC ITC1 .7 .91 .510 

 ITC2 .68   

 ITC3 .69   

 ITC4 .68   

 ITC5 .66   

 ITC6 .75   

 ITC7 .79   

 ITC8 .75   

 ITC9 .70   

 ITC10 .73   

 

 Factor loading (FL), composite reliability (CR), and average variance extracted (AVE) 

are the indicators of convergent validity of the scale (Hair, Black, Babin, & Anderson, 

2017). The composite reliability > .7, AVE > .5 and all values for FL > .5 also indicates 

the reliable and convergent validity of the scale and is as per the guidelines of Hair, Black, 

Babin, and Anderson (2017). Keeping in view the guidelines of Hair et al. (2017), hence 

there was no substantial cross loading and correlation among the items of different 

constructs there is convergent validity of the scale.  
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Figure 1: Confirmatory Factor Analysis 

 

 Figure 1 indicates the factor loading of the each of the items on the latent variable and 

keeping in view the guidelines given by Hair et al. (2017) the model is fit at CMIN / DF = 

2.405; RMR = .04; GFI = .9; AGFI = .9; IFI = .903; CFI = .903; TLI = .9; PRATIO = .915 

RMSEA = .06 indicating the convergent validity and reliability of the scales. 
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Figure 2: Structural Equation Modelling 

 

 Figure 2 indicates the structural equation modelling and and keeping in view the 

guidelines given by Hair et al. (2017) the model is fit at CMIN / DF = 2.405; RMR = .04; 

GFI = .9; AGFI = .9; IFI = .903; CFI = .903; TLI = .9; PRATIO = .915 RMSEA = .06 

indicating the convergent validity and reliability of the scales. 
 

 The hypothesis, i.e. transformational leadership has significant relationship with 

information technology capability has been accepted at p < .05 and second hypothesis, i.e. 

transactional leadership has significant relationship with information technology 

capabilities at p < .01. 

 

DISCUSSION 
 

 The significant relationship of TRANL and TRFLDR with ITC is as per the 

guidelines and findings of (Puni et al., 2021). The significant relationship of TRFLDR 

with ITC indicates that the relationship of leadership and followers is long lasting and 

they are very well focused upon meeting the future requirements of the organization by 

adapting the latest and updated version of IT so that linkages with outer world along with 

knowledge sharing can be achieved (Alshaher, 2021; Callaway et al., 2009). The 

significant relationship of transactional leadership indicates the day to day and routines 

jobs related requirements of ITC (Passakonjaras & Hartijasti, 2020) whereas 

transformational leadership indicates the future, dynamic, and knowledge driven 

requirements being fulfilled by the organization (Alrowwad et al., 2020; Passakonjaras 

& Hartijasti, 2020). The importance of ITC can also be understood that TRANL and 
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TRANFL have significant relationship with it and it is required for daily routine work to 

complex and innovative work behaviour. The understanding is supported by the study 

conducted by Wei et al. (2021), which revealed that enhancement of ITC can lead to 

better performance, digitalization, and innovation. 

 

CONCLUSION 
 

 The significant relationship of TRNFL and TRANL with ITC indicates that 

leadership should engage the employees not only through inspiration and higher intrinsic 

rewards but also through reward system to adapt and get benefits from ITC. The TRANL 

will be helpful in ensuring the day to day and routine jobs by using ITC of  

the organization by giving rewards of low intrinsic or physiological nature. Whereas 

TRNFL can help organizations to meet the long run requirements of the organization  

by motivating and engaging them through high intrinsic rewards including but  

not limited to shared vision, decentralization, creating mutual trust, self-actualization, 

etc. 

 

LIMITATIONS AND SUGGESTIONS  
 

 Present research is an attempt to fill the gap and finding the relationship of two 

leadership approaches, i.e. transactional and transformational leadership with ITC with 

special reference to developing country so that the appropriate style can be adopted to 

ensure the availability of effective ITC in an organization. Whereas there may some other 

factors, e.g. size, nature, structure, and complexity of the organization which can 

influence the decision making about adaption of ITC for the organization. Moreover, for 

generalizability of the result similar studies from other developing countries or 

comparative studies based on data from various developing and developed countries is 

recommended. 
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