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ABSTRACT

Employee retention has emerged as a critical concern for modern organizations aiming to maintain
competitiveness, ensure continuity, and retain talent. Leadership plays a pivotal role in influencing
employees’ satisfaction, engagement, and commitment to the organization. This study investigates the
relationship between different leadership styles—transformational, transactional, and laissez-faire—and
employee retention in contemporary organizational settings. Using a quantitative research approach, data
was collected from 200 employees across various sectors. The findings indicate that transformational
leadership has a significant positive impact on employee retention, while laissez-faire leadership shows a
negative association. The study provides insights for organizational leaders to adopt appropriate leadership
strategies to enhance employee retention.

Keywords: Transformational, Transactional, Laissez-faire, Retention, Commitment, Leadership styles,
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1. INTRODUCTION

1.1 Background and Context

In today’s dynamic corporate environment, organizations operate in an increasingly competitive
landscape, where attracting and retaining skilled talent has become one of the most critical challenges.
The rapid pace of technological advancement, globalization, and evolving workforce expectations
intensifies the need for effective human resource strategies. Employee turnover not only incurs significant
recruitment and training costs but also results in the loss of valuable organizational knowledge and
expertise. High turnover rates disrupt team cohesion, lower morale, and reduce overall productivity,
making employee retention a central concern for modern organizations striving for sustainability and
growth.

Leadership emerges as a pivotal factor influencing employee behavior, motivation, and organizational
commitment. The manner in which leaders guide, support, and interact with their teams directly affects
employees’ perception of their work environment, satisfaction with their roles, and intention to remain
within the organization. Effective leadership not only enhances performance but also fosters loyalty,
engagement, and trust, which are critical for sustaining a committed workforce. Consequently,
understanding the role of leadership styles in employee retention has gained significant attention among
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researchers, practitioners, and organizational policymakers.

Various leadership theories provide a framework to analyze how leaders influence their subordinates.
Transformational leadership focuses on inspiring and motivating employees by creating a compelling
vision, promoting innovation, and encouraging professional growth. Leaders adopting this style foster a
sense of purpose and belonging among employees, thereby increasing their engagement and commitment
to the organization. Transformational leaders are known to provide individualized support, recognize
achievements, and challenge employees to achieve their full potential, all of which contribute to higher
retention levels.

Transactional leadership, in contrast, emphasizes structure, task completion, and performance-based
rewards or penalties. This leadership style focuses on achieving organizational objectives through clear
expectations, monitoring, and reinforcement of desired behaviors. While transactional leadership can
maintain short-term performance and ensure operational efficiency, it may not necessarily create deep
emotional attachment or long-term loyalty among employees. Its impact on retention is often moderate,
as employees may comply with expectations but lack intrinsic motivation or commitment to the
organization.

Laissez-faire leadership represents a more passive approach, characterized by minimal guidance and
limited involvement in decision-making. Leaders adopting this style allow employees to operate
independently, intervening only when necessary. Although this style may encourage autonomy in certain
contexts, it often results in ambiguity, reduced accountability, and a lack of support for employees. Studies
suggest that laissez-faire leadership can negatively influence job satisfaction and increase turnover
intentions, particularly in environments where direction and feedback are crucial.

Understanding the interplay between leadership styles and employee retention is essential for modern
organizations that aim to sustain high-performing and committed teams. By identifying which leadership
approaches foster engagement and reduce turnover, organizations can develop targeted strategies,
including leadership development programs, succession planning, and performance management systems,
to enhance retention.

1.2 The Leadership Imperative

Among the numerous factors influencing employee retention decisions, leadership quality has emerged as
one of the most significant and actionable. While organizations have limited control over certain retention
factors such as regional labor market conditions or industry-wide compensation trends, they exercise
substantial control over leadership selection, development, and accountability.

Research consistently demonstrates that employees' relationships with immediate supervisors represent
the single most important factor in their decision to stay with or leave an organization. The well-known
maxim that "people don't leave companies, they leave managers" reflects empirical reality demonstrated
across industries and cultural contexts. Leadership operates at the crucial intersection between
organizational strategy and daily employee experience, making leaders the primary architects of
workplace environments that either retain or repel talent.

2. LITERATURE SURVEY

Alshammari, Hameed & Yambao, Francis. (2025) This research investigated how different leadership
philosophies impacted the retention and motivation of employees at a well-known corporation in the
Philippines. Using a mixed-method approach, we investigated how permanent staff members perceived
transformational, transactional, laissez-faire, and autocratic leadership styles. Based on the results,
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transformational leadership seems to be the best type of leadership since it increases motivation, trust, and
organizational commitment compared to transactional and laissez-faire approaches. Because it dampened
employee agency and morale, authoritarianism was the most despised leadership style. According to the
study, executives who want to create a great work environment and boost organizational performance
should strike a balance between letting their employees know what they want and yet pursuing their own
agenda. Leadership, employee motivation, and transformative leadership are some of the most important
leadership concepts.
Benardo, James. (2024) When it comes to long-term viability and competitiveness, small and medium-
sized enterprises (SMEs) rely heavily on employee retention rates. Employees' decisions to stay or go are
heavily impacted by the leadership style that managers choose. The effects of transformational,
transactional, and servant leadership styles on staff retention in small and medium-sized enterprises
(SMEs) are analyzed in this research. The research delves into the ways in which different styles impact
retention rates via variables including work satisfaction, motivation, and dedication. Leadership has a vital
role in retaining SMEs because of the particular issues these organizations have, such as limited resources
and close-knit work cultures. Leadership styles that prioritize trust, staff growth, and recognition are
shown to have a higher likelihood of improving retention, according to the report. In order to increase
organizational performance and retention rates, the paper finishes with suggestions for how small and
medium-sized enterprises (SMEs) should strategically deploy leadership to combat employee turnover. It
stresses the need of coordinating leadership styles with staff requirements.
Muhangi, Bernard. (2016) Companies across all industries are facing intense competition, so it's crucial
for them to hold on to their best staff if they want to stay ahead of the pack. Many businesses now face
competition for customers and employees on a worldwide scale as a result of new management techniques
and globalization. Leaders' leadership styles have a direct effect on workers' perceptions of the company,
making them an essential factor in employee retention. The purpose of this article was to investigate the
relationship between leadership style and employee retention rates. The research relied solely on reviewing
existing material. It is necessary to adopt a leadership style that encourages staff retention because, as was
determined from the evaluation of several empirical research, leadership style considerably affects
intention to depart of staff.
2.1 Leadership Styles: Definitions and Characteristics
Leadership research has identified numerous distinct approaches, each characterized by different
behavioral patterns, underlying philosophies, and influence mechanisms. This section defines the five
primary leadership styles examined in this research.
Transformational Leadership represents the most extensively studied contemporary leadership
approach. Developed by Bass (1985) and refined through subsequent research, transformational leadership
comprises four core dimensions:
e Idealized Influence: Leaders serve as ethical role models, demonstrating behaviors they wish to see
in followers and earning trust through consistency between words and actions.
e Inspirational Motivation: Leaders articulate compelling visions of the future, communicate high
expectations, and inspire commitment to shared organizational goals.
e Intellectual Stimulation: Leaders encourage innovation, creativity, and critical thinking, challenging
assumptions and supporting novel approaches to problems.
e Individualized Consideration: Leaders attend to individual follower needs, acting as mentors and
coaches who support personal development and career advancement.
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Transactional Leadership operates on exchange principles, with leaders clarifying performance
expectations and providing rewards or corrective action based on results achieved. Key components
include contingent reward (clarifying expectations and recognizing achievement), active management-by-
exception (monitoring for deviations and correcting proactively), and passive management-by-exception
(intervening only when problems reach critical thresholds).

Servant Leadership inverts traditional hierarchical assumptions by positioning the leader as servant first,
dedicated to follower growth and wellbeing. Servant leaders prioritize listening, empathy, healing,
awareness, persuasion rather than coercion, conceptualization, foresight, stewardship, commitment to
people's growth, and community building.

Authentic Leadership emphasizes self-awareness, relational transparency, balanced information
processing, and internalized moral perspective. Authentic leaders demonstrate congruence between values
and actions, acknowledge limitations, and create psychologically safe environments where followers can
be genuine.

Laissez-Faire Leadership represents a hands-off approach providing minimal direction and allowing
substantial employee autonomy. While potentially appropriate in specific contexts with highly skilled
professionals, research generally associates this style with negative outcomes.

Figure 1: Prominent Components of Leadership Styles

: Laissez=Faire
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2.2 Theoretical Frameworks Linking Leadership and Retention

Several theoretical frameworks explain how leadership influences retention decisions.

Social Exchange Theory (Blau, 1964) posits that employment relationships involve reciprocal exchanges
of tangible and intangible resources. When leaders demonstrate investment in employees through
development opportunities, recognition, autonomy, and support, employees reciprocate through increased
commitment, discretionary effort, and loyalty. High-quality exchanges create obligations that reduce
turnover intentions even when alternative opportunities emerge.

Self-Determination Theory (Deci & Ryan, 2000) identifies three fundamental psychological needs:
autonomy (sense of volition and choice), competence (experiencing effectiveness and mastery), and
relatedness (feeling connected to others). Leadership styles satisfying these needs enhance intrinsic
motivation and psychological wellbeing, both strong predictors of retention. Transformational and servant
leadership particularly align with SDT principles.

Leader-Member Exchange (LMX) Theory focuses on dyadic relationship quality between leaders and
individual followers. High-quality LMX relationships characterized by trust, mutual respect, and
reciprocal influence create in-groups where employees experience preferential treatment, greater
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satisfaction, and stronger commitment. Research demonstrates that LM X quality predicts retention even
controlling for objective job characteristics and compensation.

Conservation of Resources Theory (Hobfoll, 1989) suggests that individuals strive to obtain, retain, and
protect valued resources. Leadership behaviors can either generate or deplete employee resources.
Supportive, empowering leadership provides resources (psychological capital, skills, social capital) that
employees seek to preserve through organizational tenure. Conversely, toxic leadership depletes resources,
creating stress that motivates departure.

RESEARCH OBJECTIVES AND SCOPE

This paper pursues three primary research objectives:

1. To comprehensively examine how different leadership styles—specifically transformational,
transactional, servant, authentic, and laissez-faire approaches—influence employee retention
outcomes through direct and indirect pathways.

2. To identify and analyze the psychological, social, and organizational mechanisms that mediate the
relationship between leadership behaviors and employee decisions to remain with or leave their
organizations.

3. To provide evidence-based recommendations for organizations seeking to enhance retention through
strategic leadership development and cultural transformation initiatives.

The paper synthesizes findings of important peer-reviewed studies published between 2010 and 2025,

longitudinal research designs, incorporating meta-analyses and cross-cultural investigations to ensure

comprehensive coverage and robust conclusions.

TRANSACTIONAL LEADERSHIP: A COMPLEX RELATIONSHIP

Transactional leadership presents a more nuanced relationship with retention than transformational,
servant, or authentic approaches. While transformational leadership generally outperforms transactional
leadership for retention outcomes, transactional elements provide important functions and demonstrate
effectiveness in specific contexts.

Transactional leadership's contingent reward dimension correlates positively with retention when
implemented fairly and consistently. Clear performance expectations and recognition for achievement
satisfy justice concerns and provide structure reducing role ambiguity. However, correlation magnitudes
remain smaller than those observed for transformational leadership.

Research suggests optimal approaches involve transactional leadership as a foundation ensuring clarity
and fairness, augmented by transformational or servant leadership elements fostering deeper commitment.
Bass and Riggio (2006) describe this as the "augmentation hypothesis"—transformational leadership
augments transactional foundations rather than replacing them entirely.Management-by-exception
dimensions (active and passive) show minimal or negative relationships with retention. Passive
management-by-exception, wherein leaders intervene only when problems reach critical thresholds,
associates with role ambiguity, lack of support, and decreased satisfaction—all turnover predictors.
Laissez-Faire Leadership: Generally Detrimental

Laissez-faire leadership demonstrates consistent negative associations with retention across research
studies. By abdicating leadership responsibilities, laissez-faire leaders create ambiguous, unsupportive
environments that fail to meet employee needs for clarity, support, and belonging.

However, important distinctions exist between laissez-faire leadership as abdication versus empowering
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leadership providing autonomy within supportive frameworks. In highly specialized knowledge work

environments with autonomous professionals, minimal directive leadership may be appropriate. Research

distinguishes between:

e Laissez-faire leadership: Complete abdication of leadership responsibility, unavailability, lack of
support

e Empowering leadership: Intentional delegation with available support, clear purpose, and resource
provision

Empowering leadership demonstrates positive retention effects, while laissez-faire leadership remains

detrimental.

Laissez-Faire Concept
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Figure 2: Laissez-faire leadership Conceptual diagram

RESEARCH METHODOLOGY

Research Design

The study adopts a quantitative research design to systematically examine the impact of leadership styles
on employee retention. A quantitative approach is considered suitable as it enables the collection of
numerical data that can be statistically analyzed to identify patterns, relationships, and predictive
influences between variables. The survey method is employed as the primary research strategy, as it allows
data to be gathered efficiently from a large group of respondents across different organizational contexts.
This design facilitates objectivity and enhances the reliability of findings by minimizing researcher bias.
Through the use of standardized instruments, the study aims to generate empirical evidence that can
contribute to a clearer understanding of how leadership styles influence employees’ intentions to remain
with their organizations.

Population and Sample

The population for the study comprises employees working in the IT, manufacturing, and service sectors.
These sectors are selected to ensure diversity in organizational structures, work environments, and
leadership practices. Including multiple sectors allows the study to capture varied employee experiences
and perceptions of leadership effectiveness. Employees from different departments and hierarchical levels
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form part of the population, ensuring that both managerial and non-managerial perspectives are
represented.

A sample of 200 employees is drawn from the population using stratified random sampling. This sampling
technique is adopted to ensure proportional representation across departments, experience levels, and
organizational roles. By dividing the population into relevant strata and selecting respondents randomly
from each group, the study reduces sampling bias and improves the generalizability of results. The selected
sample size is considered adequate for conducting meaningful statistical analyses and for drawing valid
conclusions regarding leadership styles and employee retention.

Data Collection

Data collection is carried out using a structured questionnaire specifically designed for the objectives of
the study. The questionnaire method is chosen due to its efficiency, uniformity, and suitability for
quantitative analysis. It enables respondents to provide information in a standardized format, making
comparisons and statistical interpretation easier. The instrument is administered to employees across the
selected sectors, ensuring consistency in data collection procedures.

The questionnaire consists of two major sections. The first section focuses on demographic variables such
as age, gender, work experience, and department. These variables help in understanding the background
characteristics of respondents and in examining whether demographic factors influence perceptions of
leadership and retention. The second section measures employees’ perceptions of leadership styles and
employee retention factors. This section includes statements related to leadership behaviors,
communication practices, support mechanisms, motivation, and commitment toward the organization.
Responses are recorded using a 5-point Likert scale ranging from Strongly Disagree to Strongly Agree,
allowing respondents to express the intensity of their perceptions.

Prior to final administration, the questionnaire is reviewed to ensure clarity and relevance of items. Ethical
considerations are taken into account, and respondents are assured of confidentiality and anonymity.
Participation is voluntary, which encourages honest and unbiased responses and enhances the credibility
of the collected data.

Data Analysis The collected data is analyzed using the Statistical Package for the Social Sciences (SPSS).
Initially, descriptive statistics are applied to summarize the demographic profile of respondents and to
provide an overview of leadership and retention variables. Measures such as frequencies, percentages,
means, and standard deviations are used to describe the data and to identify general trends in employee
perceptions.

To examine the relationships between leadership styles and employee retention, correlation analysis is
conducted. This analysis helps in determining the strength and direction of associations between
leadership-related variables and retention outcomes. Further, regression analysis is employed to assess the
predictive influence of leadership styles on employee retention. Regression results provide insights into
how significantly leadership styles contribute to explaining variations in retention levels. Through these
analytical techniques, the study seeks to establish a clear and empirical link between leadership
effectiveness and employee retention across different organizational sectors.
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RESULTS AND DISCUSSION
Demographic Profile of Respondents:
Table 1: Demographic Profile of Respondents

Particular Frequency | Percentage
Gender

Male 120 60%
Female 80 40%

Age Group

20-30 years 70 35%

31-40 years 85 42.5%
41-50 years 35 17.5%

51+ years 10 5%

This table presents the demographic characteristics of the 200 respondents included in the study. The
majority of respondents are male (60%), with females representing 40% of the sample. In terms of age
distribution, most respondents fall within the 31-40 years range (42.5%), followed by 20-30 years (35%).
A smaller portion belongs to the 41-50 years (17.5%) and 51+ years (5%) categories. This distribution
indicates that the study mainly reflects the perspectives of mid-career professionals who are likely to have
substantial work experience and engagement with organizational leadership practices. The diversity in age
and gender ensures a balanced understanding of how leadership styles influence employee retention across
different employee demographics.

Leadership Style Ratings (Mean Scores):
Table 2: Leadership Style Ratings (Mean Scores)

Leadership Style Mean Score Standard
Deviation
Transformational 4.32 0.58

Transactional 3.75 0.62
Laissez-faire 2.81 0.71

This table shows the mean scores of respondents’ perceptions of different leadership styles in their
organizations. Transformational leadership has the highest mean score (4.32), indicating that employees
strongly experience and value leaders who inspire, motivate, and support their professional growth.
Transactional leadership has a moderate mean score (3.75), suggesting that task-oriented and reward-based
leadership is somewhat effective in managing employees but less impactful on engagement and
satisfaction. Laissez-faire leadership has the lowest mean score (2.81), showing that minimal guidance
and lack of active involvement from leaders are perceived negatively by employees. The standard
deviations indicate moderate variability in responses, reflecting that while most employees favor
transformational leadership, experiences with other leadership styles vary. Overall, the data highlights that
transformational leadership is the most positively perceived style and likely contributes to better employee
retention.
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Correlation Between Leadership Styles and Employee Retention:
Table 3: Correlation between Leadership Styles and Employee Retention

Leadership Style | Correlation (r) | Significance (p)
Transformational | 0.68 0.001
Transactional 0.42 0.01
Laissez-faire -0.35 0.02

This table presents the relationship between different leadership styles and employee retention.
Transformational leadership shows a strong positive correlation (r = 0.68, p <0.01), indicating that leaders
who inspire, mentor, and actively engage employees significantly contribute to their intention to stay in
the organization. Transactional leadership has a moderate positive correlation (r = 0.42, p < 0.05),
suggesting that structured rewards and performance-based management help retain employees to some
extent, but less effectively than transformational leadership. Laissez-faire leadership exhibits a negative
correlation (r = -0.35, p < 0.05), implying that minimal guidance and lack of leadership involvement
reduce employee retention and may increase turnover intentions.

These results confirm that leadership style is a significant predictor of employee retention, with
transformational leadership being the most effective, transactional leadership moderately effective, and
laissez-faire leadership negatively impacting retention. Organizations should focus on developing
transformational leadership qualities to strengthen employee commitment and reduce turnover.

Regression Analysis:
Table 4: Regression Analysis of Leadership Styles on Employee Retention
Leadership Style B (Beta) t-value Significance (p)
Transformational 0.55 6.87 0.001
Transactional 0.25 3.12 0.01
Laissez-faire -0.21 -2.78 0.02

This table shows the impact of different leadership styles on employee retention while controlling for other
variables. Transformational leadership has the highest positive beta coefficient (f = 0.55, p < 0.01),
indicating a strong and significant effect on employee retention. Employees under transformational leaders
are more likely to stay with the organization due to increased motivation, engagement, and satisfaction.
Transactional leadership also has a positive beta ( = 0.25, p <0.05), suggesting it contributes to retention,
though its effect is smaller compared to transformational leadership. Structured rewards and performance
monitoring help maintain employee commitment but do not foster deep loyalty.

Laissez-faire leadership shows a negative beta ( = -0.21, p < 0.05), indicating that passive leadership
negatively affects retention. Lack of guidance and leadership involvement increases turnover intentions
and reduces overall employee engagement.

Discussion

The results clearly indicate that transformational leadership has the strongest positive impact on employee
retention. Employees under transformational leaders report higher job satisfaction, stronger organizational
commitment, and reduced intention to leave. This aligns with previous research emphasizing the
motivational and supportive role of transformational leaders in retaining talent.

IJFMR260167756 Volume 8, Issue 1, January-February 2026 9



http://www.ijfmr.com/

i International Journal for Multidisciplinary Research (IJFMR)

IJFMR E-ISSN: 2582-2160 e Website: www.ijfmr.com e Email: editor@ijfmr.com

Transactional leadership shows a moderate positive correlation with retention, suggesting that reward and
punishment mechanisms can retain employees to some extent but may not foster deep engagement or
loyalty. Organizations relying solely on transactional leadership may face challenges in long-term
retention.

Laissez-faire leadership exhibits a negative correlation with retention, indicating that lack of guidance,
feedback, and support contributes to employee dissatisfaction and higher turnover intentions. Modern
organizations must avoid passive leadership approaches to maintain workforce stability.

The findings highlight the practical implications for organizations: investing in leadership development
programs that cultivate transformational behaviors can be a strategic tool for reducing turnover, enhancing
morale, and achieving organizational goals.

LIMITATIONS AND FUTURE RESEARCH DIRECTIONS

Current Research Limitations

Several limitations characterize existing research on leadership and retention. Common method bias
affects studies relying exclusively on self-reported perceptions, potentially inflating correlation
coefficients. Future research should incorporate objective retention data alongside perceptual measures.
Cross-sectional designs dominate the literature despite longitudinal designs providing stronger causal
evidence. While some longitudinal studies exist, more are needed to establish temporal precedence and
rule out alternative explanations.

Publication bias may lead to overestimation of leadership effects if studies finding null results remain
unpublished. Meta-analyses should employ techniques for detecting and correcting publication bias.
Cultural limitations exist as most research occurs in Western, educated, industrialized, rich, and
democratic (WEIRD) contexts. More research in diverse cultural contexts would clarify boundary
conditions and universality questions.

Emerging Research Questions

Several promising research directions warrant investigation:

Remote and hybrid work contexts create new leadership challenges that existing research barely
addresses. How do leadership styles translate to virtual environments? What leadership practices most
effectively retain remote employees who lack traditional workplace social bonds? Does video-mediated
communication diminish or preserve leadership impact?

Diversity and inclusion interactions with leadership deserve examination. Do certain leadership styles
prove more effective for retaining women, racial minorities, or other underrepresented groups? How can
leader address systemic barriers affecting retention differently across demographic categories?
Leadership succession and transitions present understudied questions. How does leadership change
affect retention? Can organizations mitigate transition risks through specific practices? How do employees
experience shifts between leadership styles?

Negative leadership effects merit investigation. While retention-oriented leadership generally benefits
organizations, might some practices create unintended negative consequences? Could strong commitment
reduce healthy mobility that serves employee career development? Might charismatic transformation
create unhealthy dependency?

Technology-mediated leadership including artificial intelligence applications raises novel questions.
How will Al-enabled coaching and feedback systems affect human leadership roles? Can algorithmic
management fulfill leadership functions, or are human relationships irreplaceable?
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Crisis contexts deserve more attention. Research examining leadership during the COVID-19 pandemic
provided some insights, but more systematic investigation of how leadership affects retention during crises,
restructuring, or major organizational change would inform practice.

CONCLUSION

In the present and ongoing organizational landscape, organizations increasingly rely on transformational
leadership to retain top talent and maintain a sustainable competitive advantage. Leaders who inspire,
mentor, and actively engage employees play a central role in fostering organizational loyalty, enhancing
job satisfaction, and reducing turnover. As workplaces evolve with technological advancements, remote
work models, and diverse teams, employees seek leaders who demonstrate empathy, provide clear vision,
and encourage professional growth. Transformational leaders influence retention while driving innovation,
collaboration, and adaptability within organizations, ensuring long-term success. Transactional leadership
continues to support operational efficiency and short-term objectives through structured processes,
incentives, and performance monitoring, but its impact on long-term employee retention remains
moderate. Organizations that rely heavily on transactional approaches face challenges in sustaining
engagement, as employees increasingly value meaningful work, recognition, and opportunities for
development. Laissez-faire leadership, characterized by minimal guidance and limited involvement in
employee development, proves less effective in dynamic organizational environments, leading to
disengagement and higher turnover rates. Organizations prioritize leadership development programs,
succession planning, and performance management strategies that emphasize transformational qualities.
By cultivating leaders who inspire, motivate, and connect with employees, organizations create a culture
of trust, commitment, and loyalty. This approach ensures sustainable employee retention and strengthens
organizational resilience, adaptability, and competitiveness in modern workplaces.
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