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Abstract:

This conceptual framework aims to explore the impact of leadership style on employee performance. The
background contemplates three primary leadership styles: transformational, transactional, laissez-faire.
Employee performance is evaluated through various dimensions and the study also acknowledges the
potential mediating factors of communication, empowerment, and trust, as well as the moderating factors of
organizational culture and employee characteristics. The proposed relationships between leadership style and
employee performance are charted. The nature of work, industry, organizational structure, and individual
differences among employees can impact the relationship. Therefore, further research is needed to explore
specific contexts, additional variables, and potential moderating effects to gain a comprehensive
understanding of the complex dynamics between leadership style and employee performance. By recognizing
the importance of leadership style and its influence on employees, organizations can implement strategies to
nurture positive leadership behaviors and create a conducive work environment that fosters employee
productivity, satisfaction, commitment, and innovation.

Key words: Employee Performance, Leadership styles, Laissez-faire leadership, Transformational
leadership, Transactional leadership.
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INTRODUCTION

The impact of leadership style on employee performance has long been a topic of interest in the fields of
organizational behavior and management. Effective leadership is essential for organizations to achieve their
goals and optimize human resources. Leaders play a critical role in influencing employee motivation, job
satisfaction, engagement, and ultimately, performance outcomes. Understanding the relationship between
leadership style and employee performance is crucial for organizations to develop effective leadership
practices and enhance overall organizational success. The purpose of this conceptual framework is to provide
a comprehensive understanding of how different leadership styles can impact employee performance. By
examining the various dimensions of leadership and their effects on employee outcomes, organizations can
gain insights into the most effective leadership approaches to maximize employee performance and drive
organizational success. The significance of the study lies in its potential to guide organizations in fostering
effective leadership practices that empower and motivate employees to achieve their full potential. By
identifying the strengths and weaknesses of different leadership styles, organizations can tailor their
leadership development programs and practices to create a positive and high-performing work environment.

This framework will explore key leadership styles such as transformational, transactional, laissez-faire
leadership. Each leadership style possesses unique characteristics that can influence employee behavior,
motivation, and performance. By understanding the mechanisms through which leadership style impacts
employee performance, organizations can tailor their leadership strategies to better meet the needs and
expectations of their workforce.

In the following sections, we will review the existing literature on leadership styles and their impact on
employee performance. We will explore the theoretical background that underpins the relationship between
leadership style and employee outcomes. Furthermore, this conceptual framework will propose future
research directions to expand our knowledge of leadership styles implications in the evolving work
landscape, including remote and hybrid work settings. As organizations strive for success and
competitiveness, effective leadership will continue to play a vital role in optimizing human resources and
achieving organizational goals.

THE PURPOSE OF THE STUDY

The impact of leadership style on employee performance is to examine and understand the relationship
between different leadership styles and the performance of employees within an organization. The study aims
to explore how leadership behaviors and approaches influence employees job satisfaction, motivation,
engagement, productivity, and overall performance.

By conducting research on this topic, the study seeks to contribute to the existing knowledge and
understanding of effective leadership in the workplace. It aims to identify the leadership styles and practices
that are most conducive to promoting positive employee outcomes and achieving organizational goals. The
findings of such a study can provide valuable insights for organizations, leaders, and managers to enhance
their leadership skills and create a work environment that fosters high employee performance. Furthermore,
the study can highlight the importance of leadership style in employee performance and serve as a basis for
formulating strategies and policies aimed at improving leadership practices within organizations.

THEORETICAL BACKGROUND

Dimensions of Leadership Styles
Transformational Leadership

Transformational leadership, introduced by James MacGregor Burns, focuses on how leaders inspire and
motivate their followers to achieve exceptional performance and outcomes. Transformational leadership,
introduced by Bernard M. Bass in 1985, is considered as one of the effective leadership styles. According to
Bass (1997), the primary objective of transformational leadership is to genuinely transform both individuals
and organizations. This transformation involves changing their mindset, values, and behavior to align with a
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larger vision, enhancing their understanding, and making their actions congruent with their beliefs and
principles. The goal is to bring about lasting, self-perpetuating changes that build momentum.

In the context of the working environment, transformational leaders guide their employees to view
opportunities and challenges in a different light. They not only strive for performance that meets expectations
but also aim to optimize individual, group, and organizational development. These leaders encourage
employees to unlock their full potential, pushing them to reach higher levels of achievement, moral conduct,
and ethical standards. Therefore, transformational leaders are practical in their approach, as they focus on
fostering growth, innovation, and the ethical development of their associates. Transformational leaders
exhibit four key behaviors:

Idealized influence: Leaders serve as role models, demonstrating high ethical standards and gaining the trust
and respect of their followers.

Inspirational motivation: Leaders articulate a compelling vision and foster enthusiasm and commitment
among employees.

Intellectual stimulation: Leaders encourage creativity, innovation, and critical thinking, challenging
employees to explore new ideas.

Individualized consideration: Leader’s support and develop individual employees, recognizing their unique
strengths and needs.

These leaders have a profound impact on employee performance by empowering and developing their
followers, fostering a sense of purpose and commitment, and promoting a shared vision.

Transactional Leadership

Transactional leadership, proposed by Bernard M. Bass, emphasizes the exchange relationship between
leaders and followers. Transactional leaders set clear expectations, provide rewards for meeting performance
targets, and administer corrective actions for deviations. This style can positively impact employee
performance by creating a structured and goal-oriented environment where employees are motivated to
achieve targets to earn rewards. Transactional leadership encourages collaboration between leaders and
followers, fostering a sense of teamwork rather than individual effort (Trottier et al., 2008; Bass et al., 2003).
In this leadership style, followers are incentivized through rewards when they meet predefined targets or
performance criteria (Avolio et al., 1991). Transactional leaders effectively communicate task expectations
and inform their subordinates about the potential rewards for a job well done. Emphasizing goal achievement
(James & Collins, 2008; Sosik & Dinger, 2007), transactional leadership revolves around meeting specific
objectives established by the leader. Additionally, it is crucial for the leader to identify and acknowledge
high-performing followers deserving of rewards based on their performance. Transactional leadership
focuses on a transactional exchange between leaders and employees which includes:

Contingent Reward: Leaders set clear expectations and provide rewards or recognition when employees
meet performance targets.

Management by Exception (Active and Passive): Leaders intervene when deviations from expected
performance occur (active) or only intervene when problems escalate (passive).

Laissez-faire leadership

Laissez-faire leadership, also known as delegate leadership, is a leadership style where leaders take a hands-
off approach and grant group members the authority to make decisions. According to Northouse (2013),
laissez-faire leaders have minimal interaction with their followers and do not actively support their growth
and development. They avoid decision-making and evade taking responsibility for outcomes (Robbins,
2007). In this style, leaders delegate full decision-making power to their subordinates, granting them
complete freedom and autonomy in their work decisions (Chaudhry & Javed, 2012).
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Yukl (2010) characterizes laissez-faire leaders as displaying passive indifference towards both the task and
the subordinates. This may involve ignoring problems and neglecting the basic needs of the team. Laissez-
faire leadership is best described as the absence of effective leadership rather than being a specific example
of transactional leadership.

Employee performance

According to Befort and Hattrup (2003), employee performance is recognized as a multidimensional
construct, prompting both practitioners and researchers to identify its dimensions for effective performance
management in organizations. The role-based model of performance (Welbourne, Johnson, & Erez, 1998) is
widely accepted as a method to conceptualize employee performance. The role of employees in their jobs is
crucial for organizational effectiveness, and measuring employee performance should consider this aspect.
Katz and Kahn (1978) were among the first to categorize job performance into task performance and
contextual performance. Task performance involves evaluating the effectiveness of activities contributing to
the organization's operations, while contextual performance refers to the extent to which employees
contribute to the development of the organization by promoting its culture. Many studies have explored the
relationship between transformational and transactional leadership styles and employee performance.

RELATIONSHIPS BETWEEN LEADERSHIP STYLE AND EMPLOYEE
PERFORMANCE

The success of an organization relies on the leadership's ability to optimize its human resources. A skilled
leader recognizes the significance of employees in attaining the organization's objectives and understands
the crucial role of motivation in driving employees towards those goals. Avolio, B. J., & Bass, B. M. (1988):
This study examined the impact of transformational and transactional leadership on employee performance
and found that transformational leadership significantly predicts employee performance outcomes, including
job satisfaction, motivation, and effectiveness.Fiedler and House (as cited in Pradeep and Prabhu, 2011) have
widely acknowledged that active organizations require effective leadership, and neglecting this aspect can
adversely affect organizational performance. Effective leadership enables greater employee engagement and
has the potential to positively impact both individual and organizational performance (Bass, 1997; Mullins,
2010). A meta-analysis by Judge and Bono (2001) found that transformational leadership is positively related
to employee job performance, job satisfaction, and organizational commitment. Schyns, B., & Schilling, J.
(2013): This study explored the effects of different leadership styles on employee job satisfaction and
performance. The results indicated that transformational leadership positively influenced job satisfaction and
employee performance, while laissez-faire leadership had a negative impact on both. Laissez-faire leadership
has consistently shown negative associations with employee performance. A study by Wang et al. (2011)
found that laissez-faire leadership was negatively related to employee job satisfaction and performance. An
investigation by Den Hartog et al. (1999) revealed that laissez-faire leadership was associated with lower
subordinate performance and lower employee satisfaction. A study by Bass and Riggio (2006) reported a
positive relationship between transactional leadership and employee task performance, contingent on the
level of subordinate maturity. Podsakoff et al. (1990) found that transactional leadership was positively
related to employee task performance but negatively related to employee organizational citizenship behaviors
(OCBs).

In summary, the research studies consistently reveal that leadership style significantly influences employee
performance outcomes. Transformational and servant leadership styles are generally associated with positive
employee performance, while the effectiveness of transactional leadership depends on the use of contingent
rewards. On the other hand, laissez-faire leadership typically exhibits a negative relationship with employee
performance. The adaptability of situational leadership is positively linked to employee performance across
diverse contexts. Organizations can utilize these research findings to implement effective leadership practices
that improve employee motivation, job satisfaction, engagement, and overall performance.
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RESEARCH PROSPECTS FOR FUTURE STUDY

A future research study could focus on exploring the impact of leadership style on employee performance in
the context of the evolving work landscape, particularly in the post-pandemic era. The study would adopt a
longitudinal design to examine how leadership styles may have adapted in response to remote work, hybrid
work models, and changing employee needs and expectations. The research would encompass diverse
industries and cultural contexts to understand the effectiveness of leadership styles in different organizational
settings.

In this study, potential mediating and moderating factors, such as employee well-being, job satisfaction, and
organizational climate, would be explored to understand the mechanisms through which leadership style
influences employee performance. Special attention would be given to examining how leadership practices
impact employees' work-life balance, job engagement, and retention rates, as these factors have become
critical in the new work environment. Additionally, the study would assess the effectiveness of leadership
development programs in enhancing leadership styles that align with the demands of the changing workplace.
Understanding the most impactful elements within these programs would provide valuable insights for
organizations seeking to develop their leaders to meet the challenges of the future. By employing a
comprehensive multilevel analysis, the research would investigate the collective impact of leadership styles
at different organizational levels on employee performance and overall organizational success. It would also
consider the implications of leadership style combinations, such as integrating transformational and
transactional leadership approaches, to determine their potential in optimizing employee performance.

The findings of this future research study would offer valuable guidance for organizations in effectively
utilizing leadership styles to maximize employee performance, job satisfaction, and well-being. Moreover, it
would provide relevant insights to adapt leadership practices to the ever-changing work landscape,
supporting organizations in building a resilient and high-performing workforce in the years to come.

CONCLUSION

The conceptual framework exploring the impact of leadership style on employee performance has shed light
on the critical relationship between leadership practices and employee outcomes. The framework has
highlighted the significance of effective leadership in optimizing human resources within organizations.
Transformational leadership styles have emerged as highly influential in promoting employee engagement,
job satisfaction, and overall performance. These leadership styles foster a positive work environment,
inspiring employees to go beyond expectations and contribute to organizational success. Transactional
leadership, while effective in motivating task performance through contingent rewards, may not fully engage
employees on an intrinsic level, potentially limiting long-term commitment and creativity. On the other hand,
laissez-faire leadership, with its hands-off approach, is associated with reduced employee performance and
job satisfaction, emphasizing the importance of active and supportive leadership.

The future research directions identified within the framework provide valuable opportunities to deepen our
understanding of leadership styles and their implications in the rapidly changing work landscape, including
remote and hybrid work settings. Longitudinal studies, cross-cultural investigations, and the exploration of
mediating and moderating factors can further enrich the knowledge base in this field. Organizations can
leverage the insights from this conceptual framework to adopt effective leadership practices that foster
employee motivation, job satisfaction, and engagement. By recognizing the significance of leadership in
optimizing employee performance, organizations can strive to develop and nurture leaders who empower
their workforce, creating a positive and high-performing organizational culture. Ultimately, the integration
of these findings into leadership development programs and organizational practices can lead to enhanced
employee performance and contribute to the overall success of the organization.
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