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Transformational Leadership Theory and Decision Making
Mark C. Peters

Leadership involves more than exercising influence over others. When
leaders and followers value one another and are motivated to work together
toward a shared mission they care deeply about, there is a greater likelihood
that shared goals and objectives will be achieved. Perhaps more
importantly, there is increased potential for followers, leaders, and
organizations to be positively transformed for the good of the whole.

The concept of transformational leadership was first introduced in the
late 1970s by James MacGregor Burns, an American political scientist and
historian. Drawing from nearly four decades of studying the nature of lead-
ership, primarily within the context of national politics, Burns theorized
that there are two basic types of leadership: transactional and transform-
ing.' The former, which is most common, is based on the exchange of ben-
efits for services rendered. However, the latter, which is substantially more
complex and significantly more effective, appeals to the values and goals of
leaders and followers, motivating both to transcend self-interests.

Burns contends that moral leadership begins and ends with the needs
and values of those being led.” Transforming leadership occurs when people
engage with one another in a manner that results in leaders and followers
raising each other to new heights of motivation and morality.? Both leaders
and followers are transformed as they inspire one another to be their best.
By endeavoring to understand the motives and values of followers and seek-
ing to satisfy their needs, transforming leaders foster an environment in
which followers are transformed into leaders and leaders become moral

! James MacGregor Burns, Leadership (New York: Harper & Row, 1978), 4.
* Burns, Leadership, 4.

® Burns, Leadership, 20.

23



24 Mediator 17, no. 1 (2022)

agents.”

Drawing from human development theories such as Kohlberg’s theory
of moral development and Maslow’s hierarchy of human needs, Burns be-
lieved that transforming leadership is able to “elevate” followers by appeal-
ing to “higher values” such as social equality.” Whereas transactional lead-
ership focuses more on compliance and meeting basic needs, transforming
leadership motivates followers to operate on a higher level of moral reason-
ing and self-actualization. Additionally, leaders experience self-actualiza-
tion as they develop the capacity to be taught by those they lead.’

Burns also asserted that collective purpose is essential for transforming
leadership. Working toward a common goal, leaders and followers become
dependent on one another.” This, in turn, presents opportunities for mutual
support and reciprocity of mobilization.® Leaders and followers spur one
another on to higher-level goals and aspirations.

Building on Burns’ concepts of transactional and transforming leader-
ship, Bernard M. Bass formulated the Transformational Leadership Theory
(TLT) in the early 1980s. A pilot study led to the conclusion that transfor-
mational leaders motivate followers to exceed expectations through in-
creased effort and creativity.” Subsequent research revealed transactional
leadership is characterized by contingent reward and management-by-ex-
ception, whereas transformational leadership is characterized by idealized
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influence (charisma), inspirational leadership, individualized considera-
tion, and intellectual stimulation."’

In transactional leadership, there is an agreement between followers
and leaders concerning the rewards the leader will provide or the penalties
the leader will impose based on what the follower does. The leader’s pri-
mary role is contingent reinforcement.' Because leaders generally want
their followers to succeed, they help them set goals and offer incentives for
achieving those goals. In an organizational setting, this practice of contin-
gent reward may be observed through the creation of employee perfor-
mance plans and conducting performance reviews.

Another factor that Bass identified for transactional leadership is man-
agement-by-exception. This involves the leader only providing feedback if
the follower fails to meet expectations.'? Also referred to as criticism-disci-
pline, this approach to leadership differs from laissez-faire supervision in
that the latter is intentionally “hands off” while the former typically involves
close supervision.”> While contingent reward and management-by-excep-
tion may both influence follower effort, both reinforce a transactional ap-
proach to leadership.

As noted earlier, Bass’ research revealed four key factors of transforma-
tional leadership. First, transformational leaders are charismatic and have
idealized influence. They are marked by self-confidence and self-determi-
nation. They are aware of the needs, values, and aspirations of their follow-
ers and genuinely care for their growth and development. Through their
idealized influence, they serve as a role model and effectively articulate the
organization’s ideology. When followers have a favorable impression of
their leaders, they are more likely to trust them and perform at a higher
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level.'*

Second, transformational leaders are inspirational. They evoke an emo-
tional response in their followers by casting a compelling vision and inspir-
ing them to go above and beyond the call of duty. Inspirational leaders are
action-oriented, confidence-building, and inspire belief in the “cause.”
Their inspirational leadership fosters an environment that encourages cre-
ativity and experimentation."

Third, transformational leaders practice individualized consideration.
They are development-oriented and take the initiative to help individual
followers cultivate their skills and abilities. This includes delegating respon-
sibility to subordinates to “stretch” them and help them gain confidence.
Providing individualized attention involves regular one-on-one contact,
two-way informal communication, keeping followers informed, recognizing
individual differences, tailored coaching, and mentoring. When leaders
consider the individual needs of followers, followers have an increased
sense of ownership, personal responsibility, and greater fulfillment in their
work.'®

Fourth and finally, transformational leaders provide intellectual stimu-
lation that encourages followers to challenge assumptions, identify and an-
alyze key issues, and develop creative solutions to problems. By demon-
strating competence, exercising diagnostic skills, and simplifying complex
issues, transformational leaders enable followers to engage intellectually,
increase comprehension, and reframe problems.'” This, in turn, leads to
enhanced role clarity and acceptance and, ultimately, performance beyond
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- 8
expectations.'

Bass and his colleague Bruce A. Avolio note that the profiles of most
leaders include both transformational and transactional leadership.” For
example, it is standard practice for most organizations to link compensation
to performance. However, to help organizations develop transformational
leaders, Bass and Avolio constructed the Multifactor Leadership Question-
naire (MLQ), which provides managers with a description of their transfor-
mational and transactional behaviors based on an assessment by their em-
ployees and/or colleagues.*

Leighton Ford notes that transformational leadership motivates people
to adopt different values and rise above their own interests for a greater
cause.”’ He then illustrates how this was exemplified in the life of Jesus,
who challenged his followers to challenge their own paradigms. Perhaps
one of the best examples of this is found in the discourse that is commonly
referred to as the Sermon on the Mount in Matthew 5-7. Jesus raises aware-
ness of “kingdom” values by introducing his teaching on several different
topics with the phrase, “You have heard that it was said . . .” followed by
“but I tell you . . ..”** His disciples eventually came to adopt kingdom values
and principles as their own because he consistently and patiently provided
an example for them through his words and deeds.

Ford also notes that Jesus called his disciples to partner with him in his
ministry. His purpose became their purpose. Ford says, “Jesus created a
holy dissatisfaction with what was, and a longing for what would be.”** The
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willingness of the disciples to leave their “comfort zones” and venture out
into a new direction was heavily influenced by Jesus’ ability to accurately
depict the current state of affairs and cast a compelling vision of the abun-
dant life that is found through walking with him. John 6:67-69 says that
when many of Jesus’ disciples deserted him, he asked the Twelve, “You do
not want to leave too, do you? Simon Peter answered, ‘Lord, to whom shall
we go? You have the words of eternal life. We believe and know that you
are the Holy One of God.”**

In comparing transactional leadership with transformational leader-
ship, Ford contends that the primary difference between the two is that
transactional leaders avoid change while transformational leaders embrace
it. He says that whereas transactional leaders operate within the status quo,
transformational leaders change the status quo. Transactional leaders rein-
force and conform to conventional ways of doing things, but transforma-
tional leaders change the rules.” Transformational leaders provoke innova-
tion. They are not careless, but neither are they averse to risk.

One of the criticisms leveled against TLT is it assumes all followers are
“transformable.” However, recent research suggests that followers’ implicit
person theories (IPTs) can moderate the extent to which transformational
leadership behavior influences follower performance.* Individuals who be-
lieve that people are unlikely to change who they are as a person are less
likely to be positively impacted by transformational leadership than indi-
viduals who believe that anyone can change their basic characteristics. Be-
cause IPTs typically are not static, a practical implication of this research is
that leaders and organizations may find it beneficial to educate followers

** John 6:67-69.
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regarding their ability to grow and change.”’

Another recent study involving a systematic literature review on TLT
revealed there is a lack of empirical evidence for three key assumptions: 1)
leaders transform followers; 2) followers transform in specific ways; and 3)
the effectiveness of transformational leadership is due to the transformation
of followers.*® The study found that most empirical research on TLT has
failed to test all three assumptions. For example, only seven out of 320 pri-
mary empirical studies on transformational leadership tested the third as-
sumption. While not discounting the reliability and validity of these stud-
ies, this review did reveal significant gaps in the research.”

In addition to studies highlighting some of the shortcomings of TLT,
other recent studies have illustrated the benefits of applying the theory in
an organizational setting. One such study conducted in China in 2011
found that transformational leadership not only affects individual follower
performance but can also positively impact team performance as well. The
results suggest transformational leadership encourages team coordination
which in turn enables teams to employ a cooperative rather than competi-
tive approach to conflict management.”* Teams are more likely to resolve
conflict effectively if they have a common identity and cooperative goals,
both of which can be influenced by transformational leaders.*'
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Finally, a review of empirical research examining transformational lead-
ership and organizational culture shows that transformational leaders typi-
cally have organizations with strong cultures.*” This is significant because
the culture of an organization has far-reaching effects on organizational
outcomes. When executive leaders consistently demonstrate the four ele-
ments of transformational leadership described in Bass’ TLT, organizations
have a strong sense of purpose, organizational values are reinforced, and
productivity increases.*

Related to the subject of transformational leadership is the issue of how
leaders make decisions. On what basis should decisions be made and why?
Three theories that address this issue are the Upper Echelons Theory, the
Agency Theory, and the Situational Leadership Theory. Each theory offers
helpful insights into how decisions may be made in an organizational set-
ting.

Based on the concept of bounded rationality, or the idea that complex
situations are subjectively interpreted rather than objectively known, the
Upper Echelons Theory (UET) asserts that leaders interpret situations and
make choices according to their personalities, experiences, and values.**
What organizations do and how they operate reflect the biases and individ-
ual perspectives of their executive leaders. The decisions these leaders make
are influenced by their educational and professional backgrounds as well as
other demographics.

Developed by Donald C. Hambrick and Phyllis A. Mason in 1984, UET
challenged the view that the performance of large organizations is primarily
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determined by the industry of which the organization is a part and its com-
petitiveness within that industry.* The composition of the leadership of the
organization was not considered to be a significant variable. However, some
studies showed that the intentional, strategic choices of an organization
play an important role, and these choices are based on managerial percep-
tions that stem from the knowledge base and values of the organization’s
executive leaders. Hambrick and Mason proposed that in addition to these
psychological characteristics of the upper echelon, other characteristics
such as age, functional tracks, and other career experiences also influenced
strategic choices.*

More recent research on UET has revealed that two moderators of UET
are managerial discretion and executive job demands.*” The more discretion
the top management team has regarding how to respond in various situa-
tions, the greater their individual characteristics influence the choices made
and organizational performance. Conversely, the less discretion they have
due to external factors (e.g., market trends) or internal factors (e.g., board
influence), the less likely it is that strategic choices will be based on the
collective perspectives of the senior executives. Additionally, the degree to
which the organization’s leaders are able to manage their jobs can predict
the reliability of the UET. Leaders who are overwhelmed by the many de-
mands placed on them tend to base decisions on their past experiences and
dispositions. However, leaders who have their jobs well in hand have more
freedom to analyze situations and be more objective.

Other factors that should be considered when attempting to assess the
impact UET has on decision making include the distribution of power
within the executive leadership team and the extent to which behavioral

% Donald C. Hambrick and Phyllis A. Mason, “Upper Echelons: The Organiza-
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integration exists in the team.*® If members on the leadership team share a
particular background and those leaders hold more power or influence than
other leaders on the team, the strategic choices made by the team are more
likely to mirror the perspective of those leaders. Other research indicates
that behavioral integration among executive leaders can have significant
positive effects on organizational outcomes.* If leaders make decisions to-
gether, UET can help explain the relationship between leader characteristics
and organizational strategy. However, if leaders operate independently and
decisions are made at a divisional level, UET essentially becomes irrelevant.

Because UET concerns the effect leaders’ values and experiences have
on decision making, it is worthwhile to consider the role transformational
leadership can play in shaping these values and experiences. A CEO who
exercises transformational leadership can have a significant influence on the
other members of the executive team. This begins with selecting individuals
for senior leadership roles who are highly competent, have diverse experi-
ences and perspectives, and who are able to work together synergistically.
The charismatic CEO can also inspire and stimulate top-level leaders to
share and uphold the organization’s core values. The development of trans-
formational leaders can also be fostered by establishing a management
training program that equips emerging leaders with the knowledge, skills,
and abilities needed to achieve their leadership potential.

Another theory that can help explain how leaders make decisions is
Agency Theory (AT). Originally developed in the 1970s by economists seek-
ing to understand the contractual nature of a principal-agent (e.g., share-
holder-corporation) relationship and the inherent challenges of having dif-
ferent roles and perspectives, the theory can also be applied in an
organizational setting.** For example, in a non-profit organization, the
principal-agent relationship could be understood in terms of donors as the
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principal and the organization’s board of directors as the agent. AT could
also be applied to the relationship between the board of directors and the
executive leadership team.

In regard to decision making, AT addresses how agents make decisions
on behalf of principals despite conflicting goals and varying perspectives on
risk-taking. Because agents are accountable to their principals, they must
balance the need to fulfill the principal’s expectations with making strategic
decisions on a day-to-day basis that will best serve the mission of the or-
ganization. This could involve setting goals or taking risks that could be at
odds with the preferences of the principal. AT also considers how agents
may prioritize self-interests at the cost of what is best for the enterprise, at
least from the principal’s perspective.

Although the principal-agent relationship may be characterized as
transactional, how leaders function within each domain can be transforma-
tional. For example, the board of directors (principal) for an organization
may empower the CEO (agent) with broad decision-making authority be-
cause they are empathetic to the immense leadership challenges the leader
faces and value the CEO’s proven ability to manage complex issues well.
This builds the confidence of the CEO and inspires her/him to lead boldly
but also act in a manner that does not undermine the trust of the board.
Similarly, the CEO (principal) who exercises transformational leadership
will value the talents of the individual members of the executive team
(agent) and endeavor to understand their needs and the needs of their re-
spective functions. Whenever possible, decisions are made by consensus,
but the competence and charisma of the CEO make it possible for the team
to defer to her/his judgment if consensus cannot be reached.

Writing on AT and the governance of non-profit organizations, Van
Puyvelde et al. note that while managers function as principals and employ-
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ees as agents, employees have varying levels of influence on their manag-
ers.* This is because some employees who are exceptionally qualified have
chosen to serve in the organization based on their passion for the mission
and are willing to be compensated at a below-market level. To retain these
employees, managers may seek to accommodate their preferences and win
their approval by altering working conditions.*” This perspective provides
an interesting twist on the concept of “leading up” popularized by Michael
Useem* and invites exploration on the topic of the relationship between
Upward Leadership Theory and TLT and how subordinates can practice
elements of transformational leadership for the transformation of their
managers.

Finally, the last theory presented in this paper that can help shed light
on how transformational leadership can influence decision-making is Situ-
ational Leadership Theory (SLT). This theory was developed in the late
1970s by Paul Hersey and Kenneth Blanchard. Based on the premise that
leadership is synonymous with influence and influence is key to the perfor-
mance of followers, SLT holds that leaders influence followers by operating
from seven different power bases: 1) Coercive powerbased on fear; 2) Con-
nection powerbased on connections with others who are highly influential;
3) Expert powerbased on expertise and ability; 4) Information powerbased
on access to valuable information; 5) Legitimate power based on position;
6) Referent power based on personal traits; and 7) Reward power based on
the ability to reward.*

* Stijn Van Puyvelde et al., “The Governance of Nonprofit Organizations: Inte-
grating Agency Theory with Stakeholder and Stewardship Theories,” Nonprofit and Volun-
tary Sector Quarterly 41, no. 3 (May 2011): 445.
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Which type of power base leaders use is determined by the maturity of
the followers. The maturity of followers is based on their ability and will-
ingness to take responsibility for the tasks they are responsible for manag-
ing. Followers become more mature as they increase their confidence and
motivation. If followers have a low level of maturity, the leader will exercise
coercive, connection, or reward power. Conversely, if followers have a high
level of maturity, leaders will exercise expert, information, or referent
power.® It should be noted that as SLT evolved, “ability” became referred
to as “competence,” “willingness” became referred to as “commitment,” and
“maturity” became referred to as “development.”

Working with this understanding of leader influence and follower ma-
turity, Hersey and Blanchard proposed that leaders should use one of the
four following leadership styles depending on followers’ maturity: Telling,
Selling, Participating, or Delegating. Each style involves a combination of
relationship behavior (the level of support the leader needs to provide) and
task behavior (the level of direction required from the leader). This ap-
proach to situational leadership is effective when leaders are able to effec-
tively assess the maturity level of followers and adjust their leadership style
as followers mature.*’

The “Telling” style of leadership should be used with followers with low
maturity. Clear instructions and close supervision need to be provided to
individuals who are unable and unwilling to take responsibility. This type

of situation requires high task behavior and low relationship behavior from
the leader.*

The “Selling” style of leadership should be used with followers with low

* Hersey et al., “Situational Leadership,” 420.

% Geir Thompson and Lars Glase, “Situational Leadership Theory: A Test from
Three Perspectives,” Leadership and Organization Development Journal 36, no. 5 (2015):
527.
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to moderate maturity. In this situation, the individuals are willing but una-
ble to take responsibility for the tasks they perform. The leader should ex-
ercise high task behavior to provide the direction that is needed but also
exercise high relationship behavior to reinforce the follower’s willingness.*

The “Participating” style of leadership should be used with followers
who are able to perform the tasks assigned to them but lack the motivation
to do so. In this situation, the leader must exercise high relationship behav-
ior and join with the follower in decision-making. However, low task be-
havior is needed from the leader.”

The “Delegating” style of leadership should be used with followers with
high maturity. Because these individuals have the ability and motivation to
perform tasks, the direction and support required from the leader are min-
imal. In this situation, leaders exercise low relationship and task behav-
iors.”!

When applying SLT to decision making, several implications should be
considered. First, it is essential to be able to assess the situation effectively
and accurately. The choices a leader makes in regard to how she/he interacts
with followers will depend on several variables. However, these variables
may not be easy to assess. A 2009 study involving 80 supervisors and 357
followers from financial organizations found that SLT is less effective if
leaders and followers have different understandings of follower competence
and commitment.’*

Second, in addition to the follower’s competence and commitment,
other factors need to be considered when deciding what style of leadership
is needed for a particular situation. A 1987 study of teachers and principals
from 14 high schools in the U.S. revealed that there are situations in which

* Hersey et al., “Situational Leadership,” 422.
*° Hersey et al., “Situational Leadership,” 422.
> Hersey et al., “Situational Leadership,” 422.
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mature followers desire and expect significant direction and support from
their leaders.”® For example, highly competent and motivated teachers who
are new to a high school may prefer that the principal provide more struc-
ture than SLT would suggest is necessary.

Third and finally, it should be noted that SLT stresses the importance
of leaders being committed to helping followers mature.” It is at this last
point that SLT intersects with TLT. Leaders must be intentional about de-
veloping followers. Deciding how to engage with followers should not only
be based on their perceived deficiencies but also on their potential. By ex-
ercising the four elements of transformational leadership, followers and
leaders grow in their capacity to meet shared goals and mutually benefit
from each other’s development.

TLT and SLT can be applied in a wide variety of leadership contexts.
However, there are several considerations that should be kept in mind when
applying these theories to global organizations that partner with churches
to achieve a shared mission. For example, cultural norms can vary signifi-
cantly from one geography to the next. How leaders and followers relate to
one another will be shaped by what is expected in their particular cultural
context. For example, if it is acceptable in a culture for power to be distrib-
uted unequally, followers are generally more dependent on leaders, and
leadership is rarely questioned or challenged. However, in cultures where
the “power distance” is lower, followers are typically less dependent on their
leaders and prefer consultation and interdependence.” Leaders of global
organizations who have followers in diverse cultural contexts must under-
stand these differences and adjust their leadership styles accordingly.

> Robert P. Vecchio, “Situational Leadership Theory: An Examination of a
Prescriptive Theory,” Journal of Applied Psychology 72, no 3. (1987): 450.
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zations: Intercultural Cooperation and Its Importance for Survival (New York: McGraw-
Hill, 2010), 61.
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In addition to being able to adapt their leadership approach to the cul-
ture in which their followers live, it is also important that leaders of global
organizations seek to understand and appreciate the unique perspectives
that followers in different cultures can provide. Through individualized
consideration, leaders must listen carefully and keep an open mind. This is
essential to establish trust and develop rapport. The entire organization
benefits when diverse voices are heard and different perspectives are con-
sidered when making decisions.

For organizations that partner with churches, the idealized influence of
leaders still matters; however, the charisma of leaders springs more from
authentic humility and a servant-heart than self-confidence. It is expected
that leaders in Christian organizations uphold and model Christian values
and leadership principles, not the least of which is to follow the example of
Jesus, who took upon himself “the very nature of a servant”® and set an
example of servant-leadership for his disciples (see John 13:1-17).

By seeking to understand and apply TLT and other leadership theories
to their individual leadership contexts, leaders will increase their effective-
ness and contribute in positive ways to the development of those they lead.
They will have a greater awareness of methods that are evidence-based.
They will be better equipped to meet the needs of followers and further the
mission and vision of the organizations they serve.
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