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The purpose of this study is to investigate the potential mediating role of team climate between
transformational leadership styles,transactional leadership styles and employee performance in the
context of Indonesia’s oil and gas sector. This study adopted the case study research design to
investigate a phenomenon in a single large organization. The specific context of study was
Chevron Indonesia, an American-based multinational corporation (MNC). The respondents of this
research were individual front line leaders and members. Seven hypotheses were formulated.
Generally, the results were found to support the hypotheses. The team climate was seen to mediate
between leadership and employee performance. The findings of this study imply that the managers
of the oil and gas organisations in Indonesia (and other similar contexts) need to pay greater
attention to the work team climate factor as it can be used to motivate and nurture their employees
in achieving organisational goals. Managers can create a positive work team climate by developing
individual leaders’ capacities to lead the team members in their respective work units or
departments.

Keywords: team climate, transformational leadership style, transactional leadership style,
employee performance, oil and gas industry
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1.1 Introduction

In this chapter, the background of this research study is presented, followed by the statement of
problem, the research questions, the research objectives, scope of the study, significance of the
research, assumption and limitation of the study, the definitions of key terms and the organization

of the thesis chapters.

1.2 Background of the Study
The issue of job performance is important to all organizations including organizations in the

capital-intensive industries such as the oil and gas industry in which the research is be conducted.
This is a strategic human resource management issue, i.e. an issue of tremendous importance that
can affect the survival of an organization in an industry (Harness, 2009; Armstrong, 2006; Massey,
1994).

In most countries, the issue of organizational performance is basically the same as managers strive
for excellence of performance so that the organization can compete globally (Gudergan, Devinney,
Richter & Ellis, 2012; Mitsuhashi & Greve, 2009, Terziovski, 2002). The organizational success

can be identified by its performance (Tung, 2012).



CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

This chapter discusses the concepts with regard to the study. Beginning with a review of leadership
background and leadership style, then proceed to the team climate namely; vision, participation
safety, support for innovation, task orientation and interaction frequent and later emphasizes on
the performance of the organization, performance management and performance management of

individuals and relationship of all variables.

2.2 Leadership Overview

Leadership has a crucial role in achieving organizational performance. This is probably what
prompted the researcher to examine the phenomenon of leadership in relation to the organization's
success.

Talking about leadership definition, it means different things for difference people. There are so
many definitions of leadership but no final definition of the existing leadership (Yukl, 2002), yet
most definitions of leadership reflects several important elements, including the group influence
and destination (Bryman, 1992, at Ali, Sydow & Guleid 2013). In the history of leadership, it is
known that many great leaders have been born in this world, ranging from Moses and David in the
Old Testament to Napoleon in the 1700s and Nelson Mandela and Martin Luther King in 1900
(Bass, 1997). Several studies have examined leadership from a different point of view.

2.2.1 Development of Leadership Theory

In recent decades, theories of leadership have changed to become more advanced. To understand
the stages of advancement of leadership theory and its aspects, the following describes and

discusses the various schools of thought, ideas and knowledge of leadership theories.

2



Bass (1990) argues that there are a variety of leadership theories that try to describe the factors
that influence in terms of the emergence of leadership, or the leadership character, or the
consequences of leadership. The discussion on the leadership concepts tried to see the style of
leadership, which is a common approach in which leadership is practiced (Barling, Fullagar and

Bluen, 1983).
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