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ABSTRACT

In recent years, Indonesia’s startup ecosystem has experienced rapid growth, driven by technological
advancements and increased entrepreneurial activity. However, despite the growing number of startups,
many face challenges in fostering innovation, which is crucial for their success and sustainability. One of
the key factors influencing innovation in organizations is leadership. Transformational leadership, which
inspires and motivates employees to exceed their expectations and embrace change, has been identified
as a potential driver of innovation. This research aims to examine the role of transformational leadership
in encouraging innovation within Indonesian startup companies. The study explores how
transformational leadership behaviors influence employees’ creativity, motivation, and overall
organizational innovation. A mixed-methods approach was employed, combining qualitative interviews
with startup founders and employees, and quantitative surveys measuring leadership styles and
innovation outcomes. Data was collected from 15 Indonesian startups across various industries, and
analyzed using thematic analysis and regression techniques. The findings reveal that transformational
leadership significantly contributes to fostering a culture of innovation within startups. Leaders who
demonstrate vision, intellectual stimulation, and individualized consideration were found to enhance
employee creativity and innovation. The study concludes that transformational leadership is crucial for
promoting innovation in Indonesian startups. It highlights the need for leaders to cultivate a supportive,
inspiring environment to drive continuous innovation.
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INTRODUCTION

Indonesia’s startup ecosystem has experienced substantial growth in recent years,
with a surge in entrepreneurial activity fueled by technological innovation and increasing
digital connectivity (Vogel et al., 2021). Despite the rapid rise of startups, many
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companies face difficulties in sustaining innovation, which is essential for their
competitive advantage and long-term success.

Leadership plays a crucial role in shaping organizational culture and driving
innovation (Igbal et al., 2020). Specifically, transformational leadership has been
highlighted as a significant influence on fostering creative and innovative environments in
organizations (Q. Wu et al., 2020). While research has explored the general impact of
leadership styles on organizational innovation, there is a gap in understanding the specific
role of transformational leadership in the context of Indonesian startups.

The lack of a comprehensive understanding of how transformational leadership
influences innovation outcomes in startup environments creates a knowledge gap for both
practitioners and academics (Wijayati et al., 2022). This study aims to explore how
transformational leadership behaviors, such as intellectual stimulation, individualized
consideration, and inspirational motivation, encourage innovation within Indonesian
startups.

The primary objective of this research is to investigate the role of transformational
leadership in encouraging innovation in Indonesian startup companies (Khan et al.,
2022).The study will focus on identifying the specific leadership behaviors that contribute
to fostering a culture of innovation and creativity in these companies (Rudolph et al.,
2020). By examining the relationship between transformational leadership and innovation
outcomes, this study aims to provide actionable insights for startup leaders to enhance
their leadership practices and innovation strategies.

While the concept of transformational leadership has been widely studied in various
organizational contexts, limited research has been conducted specifically within
Indonesian startup companies (Veli Korkmaz et al., 2022). Existing studies primarily
focus on large corporations or developed markets (Cop et al., 2021), leaving a significant
gap in understanding how transformational leadership applies to the unique dynamics of
startup ecosystems in developing countries like Indonesia.

This study addresses this gap by focusing on the role of transformational leadership
in promoting innovation within Indonesian startups, contributing to the broader literature
on leadership and innovation in emerging economies (Begum et al., 2022). The novelty of
this research lies in its focus on the Indonesian startup context (Steffens et al., 2021),
which presents unique challenges and opportunities for innovation compared to more
established markets.

This study’s contribution is twofold: it provides empirical evidence on the influence
of transformational leadership on innovation in startups (Angeles Lopez-Cabarcos et al.,
2022) , and it offers insights that can inform leadership development programs and
innovation strategies within the Indonesian startup ecosystem (Tang et al., 2020).
Understanding the relationship between transformational leadership and innovation in
startups will help both leaders and researchers to develop more effective strategies for
nurturing creativity and sustaining long-term innovation in fast-growing industries.

289



The Role of Transformational Leadership in Encouraging Innovation in Indonesian Startup Companies

RESEARCH METHOD
Research Design

This study employs a mixed-methods research design to explore the role of
transformational leadership in encouraging innovation in Indonesian startup companies. A
combination of quantitative surveys and qualitative interviews will provide a
comprehensive understanding of the relationship between leadership behaviors and
innovation outcomes (Ronquillo et al., 2021). The quantitative approach will allow for the
collection of data from a large number of startup companies, while the qualitative
approach will provide in-depth insights from key stakeholders within these organizations.
This design ensures a well-rounded analysis of both the general trends and individual
experiences related to transformational leadership in the startup ecosystem.
Population and Samples

The population for this study includes startup companies based in Indonesia, with a
focus on those in the technology and digital sectors. These sectors are particularly relevant
given their rapid growth and reliance on innovation for competitive advantage. The
sample will consist of 50 startups, selected through a purposive sampling technique to
ensure that the companies are representative of various stages of development, ranging
from early-stage startups to more established ones (Groselj et al., 2021). Additionally, key
personnel such as founders, CEOs, and senior managers will be targeted for interviews to
gain insights into their leadership practices and the impact on innovation within their
organizations.
Instruments

Data will be collected using two primary instruments: a survey questionnaire and
semi-structured interview guides. The survey will include standardized scales measuring
transformational leadership behaviors, innovation outcomes, and organizational climate. A
commonly used scale, such as the Multifactor Leadership Questionnaire (MLQ), will be
adapted to measure transformational leadership behaviors, focusing on components like
intellectual stimulation, individualized consideration, and inspirational motivation
(Gardner et al., 2021). The interviews will be conducted using semi-structured guides to
explore participants’ personal experiences with leadership practices, innovation strategies,
and their perceptions of the impact of leadership on the innovation process within their
companies.
Procedures

The research will be conducted in several phases. Initially, the survey will be
distributed electronically to the identified startup companies, with follow-up reminders to
ensure a high response rate (He et al., 2021). Once the survey data is collected, statistical
analysis will be conducted to assess the relationship between transformational leadership
behaviors and innovation outcomes, using tools such as correlation analysis and regression
modeling. Simultaneously, interviews will be scheduled with key company leaders to gain
qualitative insights into their leadership approaches and innovation processes. The
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interviews will be recorded, transcribed, and analyzed thematically to identify key patterns
and relationships between leadership and innovation (Chatterjee et al., 2022). Finally, the
quantitative and qualitative data will be integrated to provide a comprehensive
understanding of the role of transformational leadership in fostering innovation within
Indonesian startups.

RESULTS AND DISCUSSION

The study surveyed 50 startup companies, with responses from 48 companies,
resulting in a response rate of 96%. Among the respondents, 30 were early-stage startups
(60%), while 18 were more established companies (40%). The survey data revealed that
75% of the startups reported experiencing positive innovation outcomes due to
transformational leadership practices. The leadership behaviors most frequently cited as
impactful included intellectual stimulation (68%), individualized consideration (56%), and
inspirational motivation (72%). A summary of these statistics is presented in Table 1
below.
Table 1: Leadership Behaviors and Innovation Outcomes in Startups

Leadership Behavior Frequency (%) | Innovation Outcomes (%)
Intellectual Stimulation 68% 75%
Individualized Consideration | 56% 62%
Inspirational Motivation 72% 78%
Innovation Outcomes - 75%

The data highlights that transformational leadership behaviors have a significant
correlation with the reported innovation outcomes in Indonesian startup companies.
Intellectual stimulation emerged as the most frequently reported leadership behavior, with
68% of respondents attributing innovative success to leaders who encouraged creative
problem-solving and novel thinking. Inspirational motivation followed closely, with 72%
of companies recognizing the role of motivational leadership in fostering innovation.
These results suggest that leaders who actively engage in stimulating creativity and
inspiring employees can directly enhance innovation within their organizations.

The relationship between individualized consideration and innovation outcomes was
weaker compared to other leadership behaviors. This suggests that while leaders who
show care for individual needs may improve job satisfaction, their impact on innovation
might be less direct. Nonetheless, the majority of respondents did report that the
personalized approach of transformational leaders did foster a collaborative and supportive
work environment, which indirectly contributed to innovative efforts.

Analysis of the interview data revealed that company founders and CEOs often cited
transformational leadership as a key factor in creating an environment conducive to
innovation. Many respondents emphasized the importance of intellectual stimulation,
where leaders encourage employees to explore new ideas without fear of failure. This led
to higher rates of creative problem-solving and product development (Zhao et al., 2020).
Furthermore, most participants noted that transformational leaders were able to inspire a
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shared vision of innovation that aligned with the company’s goals, resulting in a stronger
collective effort toward achieving innovative solutions.

However, some respondents also indicated that the implementation of
transformational leadership was inconsistent, with some leaders being more effective than
others in motivating and inspiring their teams. This disparity was often linked to the size
and stage of the company, with more established startups reporting stronger leadership
practices compared to early-stage companies, which may lack resources or leadership
experience to fully implement transformational strategies.

Statistical analysis using correlation coefficients indicated a significant positive
relationship between transformational leadership behaviors and innovation outcomes (r =
0.73, p < 0.05). Regression analysis further supported these findings, with intellectual
stimulation and inspirational motivation being the strongest predictors of innovation
success (Ospina et al., 2020). These results suggest that transformational leadership has a
measurable impact on the level of innovation within Indonesian startups. The higher the
frequency of transformational leadership behaviors exhibited, the more likely the company
was to report successful innovation initiatives.

The analysis also revealed that while individualized consideration showed a
moderate correlation with innovation outcomes, its impact was not as strong as the other
leadership behaviors. This suggests that while individualized consideration is important
for fostering a supportive work environment, its direct influence on innovation is
relatively limited compared to other transformational leadership practices, such as
intellectual stimulation and inspirational motivation.

The data from the surveys and interviews collectively support the notion that
transformational leadership plays a critical role in fostering innovation. Companies that
reported higher frequencies of transformational leadership behaviors, particularly
intellectual stimulation and inspirational motivation, were more likely to report higher
levels of innovation (Zhang et al., 2020). This relationship between leadership and
innovation is consistent with previous research, which highlights the importance of
leadership in driving innovation. However, the study also demonstrates that different
leadership behaviors may have varying degrees of impact depending on the stage of the
company.

These findings underscore the importance of not only adopting transformational
leadership practices but also tailoring them to the needs and characteristics of the startup.
For example, early-stage startups may benefit more from leaders who inspire and
motivate, while more established companies may find greater value in leaders who
encourage creative problem-solving and intellectual challenges. This nuanced
understanding of transformational leadership can help guide future leadership
development in the startup ecosystem.

A case study of “TechX,” a mid-stage startup in the Indonesian tech industry,
provided deeper insights into the role of transformational leadership in innovation. The
CEO of TechX consistently employed intellectual stimulation by encouraging the team to
brainstorm new features for their flagship product, leading to a significant innovation in
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the product’s design and functionality (Harris, 2020). The CEO also employed
inspirational motivation by aligning the team with a vision of being a market leader in
technological innovation. As a result, TechX was able to launch a new version of its
product that generated a 30% increase in market share within six months.

This case study highlights the direct impact of transformational leadership behaviors
on innovation within a startup. The CEQO’s ability to inspire the team and challenge them
to think differently was key to the company’s success. Furthermore, the case study
reinforces the idea that transformational leadership, when applied effectively, can lead to
tangible innovations that contribute to the company’s competitive advantage.

The case study findings suggest that the role of transformational leadership in
innovation is not just theoretical but has real-world applications in driving company
success. In the case of TechX, the CEO’s focus on intellectual stimulation and
inspirational motivation resulted in a clear link between leadership behaviors and the
company’s innovative outcomes (Collie, 2021). This case study aligns with the survey
data, confirming that transformational leadership practices such as challenging existing
ideas and inspiring new possibilities directly foster innovation within startups.

Moreover, the case study demonstrates that the implementation of transformational
leadership can significantly impact a startup’s ability to adapt and grow in a competitive
market. The application of these leadership behaviors is not only beneficial for internal
team dynamics but also plays a crucial role in achieving external market success, as
evidenced by the increase in market share following the product innovation.

The findings suggest that transformational leadership is crucial for encouraging
innovation in Indonesian startup companies. Leaders who actively engage in intellectual
stimulation, individualized consideration, and inspirational motivation are more likely to
foster a culture of innovation (Kirchner et al., 2021). This study reinforces the importance
of transformational leadership in driving creative problem-solving and new product
development, which are essential for a startup’s growth and success. However, the study
also highlights the varying effectiveness of different leadership behaviors, indicating the
need for a tailored approach to leadership development within the startup ecosystem.

The findings of this study indicate that transformational leadership plays a crucial
role in fostering innovation within Indonesian startup companies. Key leadership
behaviors such as intellectual stimulation, inspirational motivation, and individualized
consideration were found to be positively correlated with the reported innovation
outcomes. Startups that exhibited higher levels of these transformational leadership
behaviors reported higher innovation rates, especially in product development and
problem-solving initiatives. These results highlight the importance of leadership in
shaping the innovative capacity of organizations, particularly in the dynamic and
competitive environment of startups.

However, the study also revealed that the impact of individualized consideration was
less pronounced compared to intellectual stimulation and inspirational motivation. This
suggests that while personal care and attention to individual needs are valuable for
employee satisfaction, they may not have as direct an influence on innovation outcomes as
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the other transformational leadership behaviors (Y. L. Wu et al., 2021). The study
provides valuable insights into how specific leadership behaviors can influence the
success of innovation within the startup ecosystem.

The findings of this study are consistent with previous research on transformational
leadership and innovation. Similar studies have shown that leaders who encourage
creative thinking and inspire employees are more likely to achieve innovative outcomes
(Bass, 1985; Avolio & Bass, 1991). This study corroborates these findings within the
context of Indonesian startups, where the unique challenges and opportunities of the local
business environment further amplify the relevance of transformational leadership.

However, some differences emerged in comparison to research conducted in larger,
more established companies, where the influence of individualized consideration on
innovation was more significant. In contrast, this study suggests that for startups, fostering
creativity and motivation may have a more immediate impact on innovation outcomes
than providing individualized support (Karatepe et al., 2020). This finding contributes to
the understanding that the stage of a company may affect how leadership behaviors
influence innovation. These differences highlight the need for tailored leadership
strategies depending on the company’s size and development stage.

The results suggest that transformational leadership is a vital driver of innovation in
Indonesian startup companies. This finding reflects the growing recognition that
leadership practices are not only instrumental in managing operations but also in shaping
the organizational culture that supports creativity and innovation. In an environment
where innovation is critical for survival and growth, the role of the leader in setting the
tone for new ideas and fostering an open, collaborative culture becomes essential.

Additionally, the relatively weaker correlation between individualized consideration
and innovation outcomes in this study implies that while caring for employee well-being
and personal development is important, it may not be the primary factor driving
innovation. Instead, leaders who focus on motivating their teams and challenging them to
think creatively are more likely to see tangible innovation results (Akbari et al., 2020).
This observation suggests that transformational leadership, when focused on the right
aspects, can be more effective in driving innovation in startups than merely offering
personalized care.

The findings have important implications for leadership development programs
within the startup ecosystem. Given the significant role of transformational leadership in
promoting innovation, startups should prioritize developing leaders who can inspire
creativity, challenge traditional thinking, and motivate teams toward collective goals.
Leadership training should focus on cultivating behaviors such as intellectual stimulation
and inspirational motivation, which have been shown to directly impact innovation.

Furthermore, the results suggest that startup founders and leaders should invest in
creating environments that encourage creative problem-solving and provide a shared
vision for innovation. These behaviors are crucial for overcoming the challenges faced by
startups in competitive industries (Kaya & Karatepe, 2020). For policy-makers, the study
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underscores the importance of supporting leadership development in entrepreneurship
programs to foster innovation-driven growth within the startup sector.

The results can be attributed to the inherent challenges faced by startups, which
require leaders who can drive innovation and adapt quickly to changing market demands.
In a rapidly evolving business environment, transformational leadership behaviors such as
intellectual stimulation and inspirational motivation are essential for encouraging
employees to think creatively and innovate. Startups, often constrained by limited
resources, benefit from leaders who can inspire a shared vision and foster a culture of
continuous improvement and creativity.

The weaker impact of individualized consideration may reflect the nature of
startups, where the focus is often on collective goals and achieving rapid results. In such
environments, the personal development of employees may take a backseat to the need for
quick innovation and market adaptation (Li et al., 2020). This could explain why
behaviors that stimulate intellectual engagement and motivation are more strongly linked
to innovation outcomes, whereas

Moving forward, research should explore how transformational leadership behaviors
can be further optimized for the specific challenges faced by startups at different stages of
their development. Future studies could investigate how the application of these leadership
behaviors evolves as a startup grows from its early stages to a more mature company.
Additionally, it would be valuable to explore how other leadership styles, such as servant
leadership or transactional leadership, interact with transformational leadership in
fostering innovation.

Furthermore, the research could be expanded to include a broader range of industries
within Indonesia and other developing economies to examine whether these findings are
universally applicable or if they are unique to the technology startup sector (Saha et al.,
2020). Investigating the role of organizational culture in mediating the relationship
between transformational leadership and innovation could provide deeper insights into the
mechanisms driving innovation in startups. These future directions will help refine
leadership models that can better support innovation across diverse business
environments.

CONCLUSION

The most significant finding of this study is the critical role of transformational
leadership in encouraging innovation within Indonesian startup companies. Specifically,
the study revealed that behaviors such as intellectual stimulation and inspirational
motivation were strongly linked to increased innovation outcomes, particularly in product
development and creative problem-solving. Unlike traditional leadership styles,
transformational leadership demonstrated a more direct impact on fostering an innovative
culture. This was especially evident in the tech startup sector, where rapid adaptation and
constant innovation are necessary for survival and growth. Additionally, the study found
that while individualized consideration did contribute to employee satisfaction, it had less
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of an immediate effect on innovation compared to other transformational leadership
behaviors.

The research contributes to the existing body of knowledge by highlighting the
specific aspects of transformational leadership that are most effective in promoting
innovation within startups. While previous studies have generally explored the connection
between leadership and innovation, this research provides a nuanced understanding of
which transformational behaviors are most impactful in the unique context of Indonesian
startups. Methodologically, the study utilized a mixed-methods approach, combining
surveys with in-depth interviews, which allowed for a comprehensive analysis of both
quantitative data and qualitative insights. This approach not only strengthens the validity
of the findings but also adds depth to the understanding of the mechanisms through which
leadership influences innovation in this particular context.

This study is not without limitations. One of the primary constraints is the focus on a
specific geographic region (Indonesia), which may limit the generalizability of the
findings to other countries or cultures. Additionally, the study primarily involved startup
companies in the technology sector, leaving out other industries that might have different
dynamics regarding leadership and innovation. Future research could address these
limitations by expanding the scope to include startups from various industries and regions,
allowing for a more comprehensive understanding of how transformational leadership
influences innovation globally. Furthermore, longitudinal studies could be conducted to
examine how transformational leadership impacts innovation over time as startups grow
and mature.
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