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ABSTRACT

The main purpose of this study is to examine the effect of Leadership styles on employee
performance. The study design for this study was both descriptive and explanatory. Depending
on the nature of the research problem and the research perspective, researcher guided by mixed
research design that is qualitative and quantitative approaches. By using proportional
allocation, the sample sizes for different strata are 43, 38 and 29 respectively which is in
proportion to the sizes of the strata viz., Jimma 59 : Negemte 53 : Gambella 39. The study data
were collected from both primary and secondary data sources. To collect the primary data the
study used questionnaire as instrument of data collection. The data obtained through
guestionnaire first edited for their completeness, categorized, registered. Based on this the data
were analyzed using descriptive and inferential statistical analysis techniques. The study used
PSS software package in the entire analysis part. The results from the regression model
summary and analysis of variance above indicate that autocrat, laissez-faire, transformational,
transactional and democratic leadership could slightly contribute towards the R? value, which is
a statistical measure of how close the data are to the fitted regression line Based on the RPvalue
of 0.795, these five variables could explain 79.5 % variation in the employee performance. The
slop of autocrat, laissez-faire, transformational, transactional and democratic leadership which
are -0.058, -0.051, .267, .367 and .335 means that employee performance changes (increases or
decreases) by-0.058, -0.051, .267, .367 and .335 when autocrat, laissez-faire, transformational,
transactional and democratic leadership respectively increases or decreases by 1. The findings
showed that transformational, transactional and democratic leadership had a significant positive
effects on the staff performance and performance was lead to increased and between these three,
transactional leadership style is associated with higher relevant. Thus, this could suggest as
transactional leadership commonly practiced style and relationship exists between employee
performance and leader ship styles (democratic, transactional and transformational) on the study
area. The researcher recommended that the Cluster would advocate for the better employee
performance that uses different leadership styles depends on the situation of organizational

goals and followers.

Keywords: Autocrat leadership, Laissez-faire leadership, Transformational leadership,

transactional leadership and employee performance.
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CHAPTER ONE
INTRODUCTION

1.1. Background of the study

Leadership is a special type of influential activit may be seen in effect in all kinds of social
situations, and it is especially apparent wheresihetion demands that people work together
toward common goals. In Organizations, leadershgpmanagerial activity the purpose of which
is to direct the employees in one immediate chdinommmand toward the accomplishment of
work goals. Leadership represents a combinatidrebfviors exhibited by one who occupies an
elected, appointed, or designated position of erfze in a social system. Leadership behavior is
therefore officially sanctioned either formally orformally and the leader is looked to for
guidance and direction by those who recognizesrohher power.

The term leadership therefore can be defined asxbecise of influence in a social situation in
which the followers’ (influences) attribute lead&@squalities to the leader (influencer). Leaders
are leaders because other people view them as Kuctust be noted that not all leaders are
effective managers and not all managers are effedtiaders. In other words, leadership has
been described as a process of persuasion whelestter (or team of leaders) act as an example
for a group in order to motivate and induce theugrto pursue the objectives of the leader and
the organization. In this regard, it is importamt tealize the culture of their working
environment. They are integral parts of the systemvhich they arise yet dependent upon two-
way communication with constituent and the fordest treate the circumstances in which they
emerge. In addition, leaders are accountable ferpgrformance of their organization or the
success of the government, which is dependent oplogee’s productivity. The role of
leadership in management is largely determinedrbgrazational culture of the company. It has
been argued that manager’'s beliefs, values andnggguns are of critical importance to the
overall style of leadership they adopt. (MaxweD02) Says that 21" century leader is one who
empowers others to be leaders. Managers and sapervnust know the techniques, challenges
and benefits of facilitative leadership. Accordioghim, “the old world was composed of bosses
who told you what to do and think and made alldbeisions. In the new world, no manager can
know everything or make every decision now to becsssful; a manager has to work in

partnership and in collaboration with everyonegtiner to tap everyone’s ideas and intelligence.



Managers now are coach, counselors and team kaiil@beir job is to find people with talent
and skill, and help them work together towards camngoals. Leadership is influential
processes which distinguish a leader by their asfiand also encourage a group of people to
more towards a common or shared goal. A leademisndividual, while leadership is the
function that the individual performs. Besides, iadividual within an organization who have

authority are often referred to as a leader, rdgasdf how they act in their job.

In society today, thousands of individuals are amed or elected to shoulder the role and
responsibilities of leadership. Leadership is pcact in schools and colleges, factories and
farms, business enterprises, dispensaries andtalgsjm the civil and military organizations of a

country and public life, at all levels, in shortemery walk of life. These leaders should promote
unity, harmony, strength, prosperity and happines®ciety.

The challenges of coping with today’s uncertain ifess environment have put many
organizations on their toes to struggle for survimahe heat of competition. The driver of such
strategic move towards surviving the competitiorthis leadership provided by managers who
are expected to influence others in achieving degaional goals and also boost employee’s
performance. (Shafie, 2013)Explain the importanfckeadership in organizations and especially
on human beings who are apparently the biggest a$sany firm; “The main drivers of
organizations are usually employees, they give tifethe organizations and provide goals”
(Shafie, 2013). It is very paramount to provide kews with direction and psychological
satisfaction to get the best from them, this dicgctcan only come from leaders. In fact,
leadership is very critical for all organizatiomsrealizing their set objectives. Since leadership

a key factor for improving the performance of maigot all organizations and the success or
failure of an organization depends on the effectss of leadership at all levels. (Raja, 2012)is
in support of this“ Leaders play essential rol@atomplishment of goals and boost employee’s
performance by satisfying them with their jobs” 5p) Leadership is perhaps the most
thoroughly investigated organizational variable ttheas a potential impact on employee
performance (Cummings, 1973). “It is a vital issmesvery organization primarily because the
decisions made by the leaders could lead to suarebssiness failure”. Notably, it has been

widely accepted that effective organizations regweffective leadership and that employee



performance together with organizational perforneamdll suffer in direct proportion to the
neglect of this, (Fiedler F. E., 1988). Furthermatrés generally accepted that the effectiveness
of any set of people is largely dependent on thaliyuof its leadership — effective leader
behavior facilitates the attainment of the folloisedesires, which then results in effective
performance (Fiedler F. E., p. 1999)

This study reveals that leadership has a sigmificeffect on workers’ performance and
organization growth. Therefore, the researchemgited to investigate the effect of leadership

styles on employee performance in the South Wedstigiopia, Jimma Cluster

1.2. Statement of Problem

Many reflections have been done on the issue afelship in Africa. The main challenge to
Africa’s development is the lack of an effectivedazohesive leadership (Engueleguele, 2014).
Leadership is a process of interaction betweerelsaahd followers where the leader attempts to
influence followers to achieve a common goal (Noue, 2010). Organizational achievement
depends on the leaders of the organization and ieadership styles. By adopting the
appropriate leadership styles, leaders can affeqti@/ee’s job satisfaction, commitment and
productivity of their work (Engueleguele, 2014). gtated by many authors and scholars, leaders
play a great role in accomplishment of the orgdmomal goals and boost employee's
performance by satisfying them with their jobs @&raecame the core issues in worldwide today.
This means that the leader is responsible for #rentnization and integration of both human
and material resources to produce the output ercgs. The success of organization depends on
the leader's ability to optimize human resources.

In quite recent times, research studies conduatethe effect of leadership style on employee
performance by (Sharfie, 2014) confirmed that eygdoperformance is greatly influenced by
leadership styles. Moreover, (Al-Hussami, 2008)tHer suggested that transformational

leadership has a higher positive effect on emplgge@erformance.

It has been widely accepted that effective orgdiuma require effective leadership and that
Organizational performance will suffer in direcoportion to the neglect of this (Fiedler, F.E.
and House, R.J., 1988). Furthermore, it is geheaakcepted that the effectiveness of any set of

people is largely dependent on the quality ofesdership. Effective leader behavior facilitates



the attainment of the follower's desires, whicmthesults in effective performance (Fiedler, F.E.
and House, R.J., 1988). Leadership is perhaps tst imvestigated organizational variable that
has a potential impact on employee performance (@ags, L.L. andSchwab, D.P, 1973). A
large body of empirical evidences have demonstrdted leadership behaviors influence
organizational performance that strong leaders avfdpm weak leaders, and that
transformational leadership generates higher padace than transactional leadership (Bums,
1978); (Bass B. , 1990); (Howell and Avolio , 199@&irkpatrick S. A and Locke E. A, 1996),
Identified many studies reporting positive relasibips between leadership and performance.

Many scholars have investigated on effect of lestdprstyle on employee performance. For
example, Recent leadership studies have continuedfitm the positive relationship between
transformational leadership and performance atouarievels ( (Dumdum U. R, Lowe K. B,
Avolio B. J, 2002); (Munirat Yusuf, 2017) studydiings Concluded that an investigation of the
possibility of a significant relationship betweeadlership style and performance and leadership
styles affect subordinates morale, intrinsic sati8bn, motivation, one should expect a highly
significant predictor. (Alemu &Getnet 2017) Conchddthat the importance of leaders whose
behaviors/styles increase job satisfaction and renstganizational effectiveness. On the other
way, leadership positions in Ethiopia public ingitns should understand and acquire the skills

of transformational leaders.

According to Jember, 2015 pointed out that the deat leadership style is not really practiced
in government institutional and also the laissemfdeadership did not exist. Similarly, he
reached that there was high confusion in an ag@atice of leadership due to many leaders are

autocrat yet employees practice democratic leagersh

According to Duncan (2014) several researchers liaved out that the blend of both the

transformational and transactional leadership stylél be the best leadership style in today’s
ever changing world. Due to some dominant contéxiparations, the kind of leadership style

may differ in context. In this regard, this studycfised on examining the leadership style on
employee performance in the Public Sector of Pheen#cals Fund Supply Agency of Jimma

Cluster.



Therefore the intention of the researcher wasnd 6ut how far the leadership styles become
parameters impacting employee motivation and comamnt and their performance in these
selected organizations which are of repute worldewThe researchers understand the problem
existing in agency from lack of commitment of emye andservants' grievancesource:
Application of employees on grievances committeee @o five network, semi-annual and
Annual meeting of the AgencySource: Meeting report of management record agemih
Department report. Standing from this ground treeaecher is aim to investigate the effects of
leadership style on employseperformance in Jimma PFSA clust€he results of the study
would equip the organizational leadership to deteemwhich styles to adopt so that the
employees are more committed, performed and metivatnd hence have a much better
engagement and connect with the organization. Adiepdf the appropriate style will help
induce trust and loyalty for the organization.

1.3. Research Questions
1. What is the leadership styles being practiced i8&#Bimma Cluster?
2. What are the kinds of relationships between theldeship styles and employees
performance?

3. What are the effects of leadership style on emm@syperformance?

1.4. Objectives of the study

1.4.1.General objective of the study

The main objective of the study was to investigeftect of the leadership styles on employees’

performance.

1.4.2.Specific Objectives

The specific objectives of this study are to:

1. Identify the leadership styles being practiced i8R Jimma Cluster.
2. Investigate the relationships between the leadesigles and employees performance.
3. Examine the effects of leadership style on emplsygerformance.



1.5. Significance of the Study

The results of the study would equip the organirei leadership to determine which styles to
adopt so that the employees are more committedrasttvated and hence have a much better
engagement and connect with the organization. Adopof the appropriate style will help
induce trust and loyalty for the organization. Thrs turn, will help organizations deal better
with the challenge of employee retention in the gmewing corporate world.

Inevitably, this study has contributed to the gmgvibody of research on antecedents to
leadership styles and employee performance by exagthe five important leadership styles
and its effect on employee performance. It is beliethat this study would have added value to
the literatures with serving it as a base line dataother researchers those do their research on
the same or related topics. And also, the reseammhld also help the researcher through

enriching the goals.

1.6. Scope of the Study

This study was investigating effect of leadershipes on employee’s performance. As a result,
this study was curbed to PFSA South Western Ethiomluding Nekemte and Gambella hubs.
The studies focus on the leadership styles and mmel performance in permanent and
temporary employees. Therefore, any term founthimgtudy should be interpreted in relation to
the leadership styles and employee performance REAPSouth Western Ethiopia, Jimma
Cluster. The study was also delimited to the tim@mke and budget breakdown which was

proposed for this study.

1.7. Limitation of the study

Researches give a lot of contributions but it agations as well were encountered and should
be addressed in future researcimitation of the paper was the wide geographicatbyerage’s

of the study areas in the cluster. As a resultais take long time of data collection from the three
branches in the cluster. The second limitatiothaf study is that there is no research undertaken
previousy, especial on effects of leader ship style on employees' perémce in Ethiopian
context Pharmaceuticals institutions and limitatioh related review literatureand some

guestionnaires were not collected due to lack dingness to provide the response.



1.8. Organization of the study

This stug was contains a total of five chapteihe contents of the chapters presented as
follows: Chapter one presents introduction pathefpaper. This chapter includes background of
the study, the statement of problem, objectivegniicance scope, limitations and how the
whole thesis is organized or structured. Chapter wesents review of related literature: This
chapter consists of review in detail the literatavailable in the area leadershiglstregards to
varied leadership styles amanployee performance. Chapter three providesdbearch design
and methodology part of the study. This chaptecrniless different aspects of the methodology
that used in the study. Chapter four presentstseand analysis of findings. Finally, chapter five

presents summaries of major findingenclusionsrecommendations of the paper.



CHAPTER TWO

LITRATURE REVIEW

2.1. Introduction

The purpose of this chapter is to review the litee in the area of organizational leadership
styles. This review of literature establishes aneavork, which can guide the study. This chapter
is structured along several themes, such as defisibf leadership in general, the important of
effective leadership, personal traits of effectiveow does leadership affect employee

performance and the relationship existing betweanlérship and employee performance. This
section in general is divided in to two separatespd heoretical and empirical framework of the

study.

2.2. Theoretical concepts of leadership

Demand for great leaders is growing in modern tinasssociety and technology is becoming
increasingly advanced. The ever changing businegsomment has created a need for leaders
who can meet the demands and challenges of orgmmgdunctioning in complex competitive
environments, with the world open for trade. Thare many ways of looking at leadership, and
many interpretations of its meaning, but essentialls a relationship through which one person
influences the behavior or actions of others peoflee changing nature of business
organizations has placed increasing importanceeaddrship. The discussion in this chapter
initially describes the nature and definition ohdership. Leadership is then discussed in terms
of traditional to the new leadership approacheadifional leadership theories are discussed in
terms of the trait theory, behavioral approachessatuational/contingency approaches. Then the
full range leadership development theory, whichsisted of three types of leadership styles,
namely, Transformational, Transactional and Laidage, is reviewed (Barling,J.
Fullagar,C.and Bluen,S., 1983).

2.3. Nature and Definition of Leadership
According to (Bass, B.M, 1997) and (Hayward,B.AQ2)) leadership has been around for as
there have been people to lead. The history oiitrdd abounds with great leaders, from Moses

and David in the Old Testament to Napoleon in tli80 and Nelson Mandela and Martin



Luther King in the 1900sGenerally, leaders are people who are able to thein beliefs and
visions into reality, through the control and irghce they practice over other people (Bennis, W.
and Nanus, B, 1985) found that the three componehtiM are reward (rewarding and
motivating employees), development and providingsiori. Following organizational
development literature, the controllable elemenssdie the organization are identified as the IM
mix that consists of all organizational influencgstems inside the organization (Galpin,T
&Murray P, 1997).

Based on the review of the literature and elemeh®Silpin’s organizational influence system,

the elements of the IM mix used in this study &®ategic rewards, internal communications,
Training and development, organizational structwenior leadership, Physical environment,
staffing, selection and succession, Inter- funa@ioncoordination, Incentive system,

Empowerment and Operational/process changes. Tdwdmollable elements (i.e. the IM mix)

are used to influence the key target groups that identified as employees (or internal
customers) equivalent to the key customer segmengégternal marketing. The term “internal

marketing mix’ is preferred over Gilpin’s term ‘thafluence system’ as it is a better indicator of
the controllable nature of these elements and the&d to be mixed appropriately to get the
desired results (Galpin, T &Murray P, 1997).

2.4. Leadership "Theories

In attempting to understanding the nature of lestdprand its different aspects, it is necessary to
discuss the different theories of leadership tleatehdeveloped over time, as various schools of
thought their differing ideas and knowledge to tHiscipline. There are various theories of
leadership, the nature of leadership, or the careseps of leadership. These theories attempted
to identify various leadership styles, which is tmanner in which leadership is exercised
(Barling,J. Fullagar,C.and Bluen,S., 1983).

2.4.1. Traditional Leadership Approaches

(Senior, 1997), mentioned as the three traditioealdership approaches that have been
developed over time are the trait approach, theawieh and the situational/Contingency
approach. Each of these leadership approachesiltessdetentions of leadership, and has its

own effect on the association between the leadghanfollowers.



2.4.2. Trait Approach

The first approach assumes that leaders are bafmainmade. Leadership consists of certain
inherited characteristics, or personality traitbjck distinguish leaders from their followers: the
so- called Great person theory of leadership. Tuadities approach focuses attention on the man
or women in the job and not on the job itself.uggests that attention is given to the selection of
leaders rather than to training for leadership (Ms] 1999).

The leadership trait model was established in #iiéye1900s, with its associated theories and
perspectives. In essence, this was the first att@tnihe theoretical understudying of the nature
of leadership. Most leadership research before Eadfgested that certain traits were inherent in
all leaders and were transferable from one sitnatioanother (Hersey, P. and Blanchard, K.H.,
1988)

According to Maude 1978 the trait approaches atteimgexplain, leadership effectiveness in
terms of the personality and psychological traitshe leader. These traits included emotional
intelligence: having an extrovert personality (dfr@a); dominance; musicality and
conservatism and being better adjusted than naxels. Numerous studies identified emotional
intelligence as a critical element for the sucadss leader and as a vital resource for any group
(Hayward,B.A, 2005). The fact that leaders wereursly born and developed meant that
selection would be the key to effective leadershithin an organization, rather than other
factors such as training and development (Robli@87). The trait approach, however, focuses

almost entirely on the physical and personalityrabieristics (Gerber, 1996)

2.4.3. Behavioral Approach

Behavioral theories of leadership are theories @soy that specific behaviors differentiate

leaders from non- leaders. The difference betweaih and behavioral theories, in terms of

application, lies in their underlying assumptiofistrait theories were valid, then leadership is

basically inborn. You either have it or you dom@n the other hand, if there were specific

behaviors that identified leaders, then we couddthieleadership we could design programs that
implanted these behaviors patterns in individudi® wesired to be effective leaders. This was
surely a more exciting avenue, for it meant that skpply of leaders could be expanded. If
training worked, we could have an infinite supply effective leaders (Robbins, 1997).
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Alternative approaches to leadership began to depvafter the decline in popularity of trait

theories (Swanepoel)

Researchers moved away from assessing individadksiins of traits, and focused on assessing
how leaders’ behavior contributes to the succedailure of leadership(--). But the move away
from the trait approach ignited research wheredeadvere studied either by observing their
behavior in laboratory settings or by asking induals in field settings to describe the behavior
of personals in position of authority, then applyidifferent criteria of leader effectiveness to
these descriptions. This resulted in the developraka leadership behavior model which led to
the establishment of the “behavioral school of &ralip”. Extensive research has been done in
the area of behavioral approaches to leadershigp.nidn behavioral theories include Ohio State
studies, University of Michigan studies, the MarréaeGrid and Scandinavian studies (Byrkit,
1987).

The most comprehensive and replicated of the behaviheories resulted from research that
began at Ohio State University in the late 1940BesE researchers sought to identify
independent dimensions of leader behavior. Beggqwith over a thousand dimensions, they
eventually narrowed the list into two categorieattBubstantially accounted for most of the
leadership behavior described by subordinates. Tdadled these two dimensions initiating

structure and consideration. Initiating structugéers to the extent to which a leader is likely to
define and structure his or her role and thoseubbslinates in the search for goal attainment.
Consideration is described as the extent to whiphkraon is likely to have job relationships that
are characterized by mutual trust, respect for slibates’ ideas, and regard for their feelings
(Mullins, 1999)

Extensive research, based on these definitionsdftiiat leaders high in initiating structure and
consideration (a “high-high” leader) tended to awki high subordinate performance and
satisfaction more frequently than those who rated dn consideration, initiating structure, or
both. However, the “high-high” style did not alwayssult in positive consequences. In
conclusion, the Ohio State Studies suggested teathigh-high” style generally resulted in

positive outcomes, but enough exceptions were faarnddicate that situational factors needed
to be integrated into the theory (Bartol and Ma2(®©8).
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Leadership studies undertaken at the Universitylichigan’s Survey Research Center, at about
the same time as those being done at Ohio Statesingilar research objectives: to locate
behavioral characteristics of leaders that appetwebe related to measures of performance
effectiveness. The Michigan group also came up twihdimensions of leadership behavior that
they labeled employee oriented and production tetknLeaders who were employee oriented
were described as emphasizing interpersonal rakatibey took a personal interest in the needs
of their subordinates and accepted individual ddfices among members. The production
oriented leaders, in constant, tended to emphaise¢echnical or task aspects on the job their
main concern was in accomplishing their group’&taand the group members were a means to
that end (leftish. 2001)

The conclusion arrived at by the Michigan researcistrongly favored the leaders who were
employee oriented in their behavior. Employee-dadnleaders were associated with higher
group productivity and higher job satisfaction. drotion-oriented leaders tended to be

associated with low group productivity and lowenjsatisfaction (Hughes.T, 2005)

A graphic portrayal of a two- dimensional view e&tership style was developed by Blake and
Mouton. They proposed a Managerial Grid based enstiyle of “concern for people” and
“concern for production,” which essentially repneisethe Ohio State dimensions of
Consideration and initiating structure or the Mgdm dimensions of employee oriented and
production oriented. The grid has nine possiblatpos along each axis, creating 81 different
positions in which the leader’s style may fall. Bason the findings of Blake and Mouton,
managers were found to perform best under a 918, sig contrasted, for example, with a 9,1
(authority type) or 1,9 (country club type) styldnfortunately, the grid offers a better
framework for conceptualizing leadership style tifi@npresenting any tangible new information
in clarifying the leadership quandary, since thisrdittle substantive evidence to support the

conclusion that a 9,9 styles is most effectivellisituation (Blake and Mouton 1985).

The previous behavioral approaches developed wedset 1940s to 1960s focused in on only
two behaviors may not appropriately capture leddprs the 1990s. In the belief that these
studies fail to capture the more dynamic realibésoday, researchers in Finland and Sweden
have been reassessing whether there are only tmendions that capture the essence of

leadership behavior. Their basic premise is thaa ichanging world, effective leaders would
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exhibit development-oriented behavior. The restid of these behavioral theories are their
omission of situational factors on the level ofdeaeffectiveness. One concern is whether one
particular method of leading is appropriate forsatilations, regardless of the development stage
of the organization, the business environment iickvit operate, or the type of people employed

by the organization(Bloisi et at., 2007)

Dissatisfaction with the trait and behavioral gasse to the situational/contingency approach to
leadership. The situational approach concentrateh® importance of the situation in the study
of leadership. The situational approach emphasilzessituation as the dominant feature in
considering the characteristics of effective leadgr (Mullins, 1999). Prominent among these
theories are Fiedler's Contingency Model, Path-Géakory, Hersey and Blanchard’'s
Situational Theory, Leader-Member Exchange Thedmgader-Participation Model (Time-
Driven Decision Tree Group Problems) (Robbins, 7099

The result of situational aspect of theory showedividuals who prefer relations-oriented
behaviors should lead groups where conditions a@iéher nor low in favorability(medium
structure and power), and individuals who prefaktariented behaviors should lead groups
where conditions are very unfavorable (high strrectand power) or unfavorable (low structure
and power) (Fiedler F. , 1967).

House’s Path-Goal Theory, which evolved from thpestancy theory of motivation, suggests
that leadership behaviors that increase the oppitida for goal achievement will result in
greater employee motivation and satisfaction. Tde=ece of such behaviors includes clarifying
goals for employees as well as explaining the p@tlehieving those goals. He posited that both
the leadership behaviors of consideration (relationented) and initiating structure (task-

oriented) influenced employee satisfaction and waiton to pursue goals (House, 1971).

Paul Hersey and Ken Blanchard have developed aiglip model that has gained a strong
following among management development speciall$ts model called Situational Leadership

Theory. Situational Leadership is a contingencytiehat focuses on the followers. Successful
leadership is achieved by selecting the right lestdp style, which Hersey and Blanchard argue
is contingent on the level of the followers’ reaghn, i.e. the extent to which people have the

ability and willingness to accomplish a specifiskaSituational leadership uses the same of two
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readership dimensions that fielder identified: tasid relationship behavior (Hersey, P. and
Blanchard, K.H., 1988)

However, Hersey and Blanchard go a step furthezdmgidering each as either high or low and
then combining them into four specific leader bebis: telling, selling, participating, and
delegating. They are described as follows: Telljnigh task — low relationship) i.e. the leader
defines the roles and tells people what, how, whed,where to do various tasks. It emphasizes
directive behavior; selling (high task high relasbip) i.e. the leader provides both directive
behavior and supportive behavior; participatingv(la task high relationship). Delegating (low
task — low relationship) i.e. the leader providé#el direction or support (Hersey, P. and
Blanchard, K.H., 1988).

2.5. Full Range Leadership Development Model

(Bass,B.M & Avolio B.J., 1997), have developed Fhdl Range leadership (FRL) model which
describes leaders as utilizing wide range of différforms of leader behaviors. Starting with
transformational leader behaviors to transactideadler behaviors reaching then to the lowest
leader interaction of laissez-faire leader behaveach of these leadership styles have been

described to have a direct effect individual angboizational level outcomes (Nyengane, 2007)
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Figure 1. 1: A model of the Full Range Leadership Development Theory (Avolio,B & Bass, B,
2002)

Effective

Transformational

Transactional

= Passive MBE-A ACtive ey

Corrective

Avoidant

& Ineffective

Description

LF- Laissez-Faire

MBE-P-Management by Exception: Passive
BME-A- Management by Exception: Active
CR- Contingent Reward.

In its current form, the FRLT represents nine nglder factors comprised of five
transformational leadership factors, three transaal leader ship factors, and one non-

transactional laissez- faire leadership (Antonakig)3).
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2.5.1. The Transformational Leadership Style
According to (Antonakis, 2003) Transformationaldess are proactive, raise follower awareness
for transcendent collective interests, and helplovedrs achieve extraordinary goals.

Transformational leadership is theorized to congptiie following five first-order factors.

I. Idealized Influence (attributed) : refers to theiabized charisma of the leader, whether
the leader is perceived as being confident and galveand whether the leader is
viewed as focusing on higher-order ideals and sfl{i(Bass and Avolio, 2005)

Il. ldealized Influence (behavior) : emphasizes callecsense of mission, and talks about
values and beliefs; (Bass and Avolio, 2005)

lll.  Inspirational Motivation: refers to the way leadersergize their followers by viewing
the future with optimism, stressing ambitious gpgal®jecting an Idealized vision , and
communicating to followers that the vision is asfailele; (Bass and Avolio, 2005)

IV. Intellectual Stimulation: stimulates followers teew the world from new perspectives;
encourages problem solving, critical thinking, anelativity; (Bass and Avolio, 2005)

V. Individualized Consideration: refers to leader hatrathat contributes to follower
satisfaction by advising, supporting, and payintgrdton to the individual needs of
followers, and thus allowing them to develop anfiaetualize. (Bass and Avolio, 2005)

Transformational leaders are change agents anghaises encouraging individual and having

the ability to deal with complexity, ambiguity andchcertainty and also tend to be more

acceptable to employees job satisfaction leveliandvativeness.

2.5.2.The Transactional Leadership Style

(Burns, 1978)Who first conducted the study of temtional Leadership indicate that

transactional leaders are those who sought to atetifollowers by attracting or appealing to
their self-interests. Transactional Leadershipasmbination of bureaucratic authority as well as
legitimacy in the organization. It is also resultddt transactional leaders follow standards,
assignment, and task based goals. They just ddmgigve on task completion, rewards and
punishment systems in the organization to influeznoce motivate the employees for achieving
their individuals and organization goals. They h#lp subordinates to achieve their level of
goals by recognizing them the task and respontsdsi)i which further develop the level of

confidence in the employees of organization (Avaia Bass, 1985). So, there is a two ways
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communication between the leader and followersyhich ones the followers reached the work
objectives, they will be rewarded.

Transactional Leadership is an exchange processdban fulfillment of contractual obligation

and is typically represented as setting objectimd anonitoring and controlling outcomes.

Transactional Leadership is theorized to comphsefallowing three first-order factors

I.  Contingent reward leadership (i.e., constrictivan&actions) refers to leader behaviors
focused on clarifying role and task requirement praving followers with material or
psychological reward contingent on the fulfillmeftcontractual obligations.

Il.  Management by —Exception active (i.e., active auciste Transactions) refers to active
vigilance of leader whose goal is to ensure thaidard are met; and

[l Management by —Exception passive (i.e., passwrestrictive Transactions) leaders
only intervene after noncompliance has occurredwiien mistakes have already
happened (Antonakis, 2003).

(Avolio and Bass, 1985) Emphasized that managingimgent rewards, transactional leader

must encourage a reasonable degree of | involvenwydlty, commitment as well as
performance level from followers or subordinatesgéneral one can conclude that transactional
leadership is an exchange relationship that inveotiie reward of effort, productivity and loyalty

and the focus is on role classification.

2.5.3.The Laissez-Faire Leadership Style

Laissez-Faire Leadership should not be confuseth wiemocratic, relations- oriented,
participative, or considerate leadership behavidwr should be confuses with delegation or
management by exception. Delegation implies thedés active direction of subordinate to take
responsibility for some role or task. The activelegate leader remains concerned and will
follow-up to see if the role has been enacted ertéisk has been successfully completed. The
leader who practices management by exception altbevsubordinate to continue on paths that
the subordinate and the leader agreed on unit gmablarise or standard are not met, at which

time the leader to intervene make correction (fvand Bass, 1985)

Laissez-Faire Leadership represent the absence thrsaction of sort with respect to
Leadership in which the leader avoids making denisabdicates responsibility, and does not

use their authority. It is considered active toeke&ent that the leader “chooses” to pass up taking
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action. This component is generally considered st passive and ineffective from the
leadership (Antonakis, 2003).

(Deluga, 1990)Describe the laissez-faire leader aas extreme, passive leader who is
unenthusiastic to influence subordinatesmsiderable freedom to the point of abdicatirgfHar
responsibility. There is no relationship exchangeag the leader and the followers. It can
therefore be concluded that, Laissez-faire styléeatiership represent a non- transactional
kind of leadership style in which necessary denisare not made, action are delayed,
leadership responsibilities ignored, and authoutyised. A leader display this from of non-
leadership is perceived as not caring at all abtharsissues (Bass B. , 1990)

2.5.4. Democratic Leadership Style

The democratic leadership is also known as padinip leadership style. It is a leadership style
that encourages employees to participate in decisiaking process in the organization. A
democratic manager keeps his employees informedt @awerything that affects their work and
shares decision-making and problem solving respditigis (Swarup, 2013). Ushéeal, (2010),
state that in a democratic leadership style, theager delegatésauthority to subordinates while
retaining the ultimate responsibility. In the vasoviews of Zervas& David (2013) and
Iheriohanmaet al. (2014), democratic leadership style tends to fosgsponsibility, flexibility,
and high morale that will result to improved emm@ey§ performance. Despite the benefits
associated with democratic leadership style, til fraught with some pitfalls. Donna (2011)
stressed that the democratic leadership is markesgveral drawbacks that must be overcome to
ensure its effectiveness in the organization. Hetpd out five basic challenges of the
democratic leadership style to include: competendges, consensus, pseudo-participation, and
adherence. He further concluded that overcomingethftve negatives of the democratic
leadership style will allow organizations to fubgnefit from the advantages of this management
style such as higher employee performance, sdtisfeand better retention rates.

2.5.5. Authoritative Leadership Styles
Authoritative leader is determined, self-confidenitiating sets individual tasks, independent,

ambitious, rewards & punish, controls and task cofivst. In this study authoritative a style
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includes; Autocratic Leadership, Authoritative an@dnsactional Leadership Style which will be

discussed under this section.

2.5.5.1. Autocratic Leadership Style

This leadership style is often classified as tlassical approach (Swarup, 2013). It is a style of
leadership where a manager is the most powerfutyenhe primary decision maker and
authority (Gordon, 2013). This style of leadersisippased on the traditional premise that leaders
are good managers who direct and control their lpeophose followers (employees) are
obedient subordinates who follow orders (Ali, Isindohamed &Davoud, 2011). This position
is supported by Gordon (2013) that employees uadtrcratic leadership style are expected to
follow the orders of their manager even if theyrds agree or do not receive any explanation.
She argued that in order to motivate employees,agens using autocratic leadership styles
often employ a set of rewards and punishments d@hathighly structured. Zervas and David
(2013) posit that an autocratic leader accomplighmets through imparting a clear, compelling
vision, sees to it that the vision is built intaaségic planning, and that it guides action
throughout the organization.

They stress that autocratic leaders provide cleagctibns, monitor progress closely, and
convince subordinates of the position of managem@atdon (2013) stated that organizations
with an autocratic style of leadership have instanof employee absenteeism and unusually
high turnover. She maintained that employeg®blems with autocratic leadership include the
idea that managers do not trust their employeesfatt that managers often use punishment or
threat to motivate employees, and the fact thatleyeps input is generally not valued. She
further stressed that autocratic leadership ofeenahnegative effect on employéesorale. She
went further to state that when talented employeesconfronted with an autocratic leader, they
become more passive, aggressive, and often tefehve the organization and, in some cases,
the employees may also feel resentful and lookways to get their managers in trouble, a
situation which may lead to paranoia on the pathefmanager. Ushéeal., (2010) in support of
this position, posit that autocratic leadershiplestgreates two types of behavior. It makes
workers to be either aggressive or apathetic artddnawn. In the overall assessment of the
characteristics of autocratic leadership stylamiplies that an organization with this style of

leadership will witness a high level of employéeéscontent which its resultant effect will be
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employee$, low performance and turnover in the organizatidimis is because in this
knowledge - based economy, employees prefer orgtmiz that will offer them the opportunity
for creativity and innovativeness in order to shcage their critical talents and skills. This is
pertinent because one of the principles of orgdiozal effectiveness is team work and sharing
of ideas which help to ossify the bond of relatlipsand increase productivity in organizations.
When employees are provided with such participatgyortunities in workplace, they intend to

perform in their optimal level and stay in suchamzation.

2.6. The Employees Performance

The term performance is elaborated as the ultimbiigy of an individual (employee) to use its
knowledge and skills efficiently and effectivelyo Sar, according to the research, the
performance of employees is strictly relatathwhis/her physical and academic profile
(Dvir, T., Eden, D., Avolio, B. J., & Shamir, B, @R). In this regard, the employees’
performance is most significant to bring about tlesults according to the international
standards. The performance of the individustdely depends upon the policies of the
concerned institution about their pay package.ards, bonuses, yearly increments and other
perks and privileges (Bodla, M. A., & Nawaz, M, BQ1L. Still, the academic profile of the
employees has the highest standing among all ddotors. On the whole, the productivity/
output can be enhanced and sustained by the &Heetis of the leadership and an agile
response of the employees (Rizwan, M., Nazar, ladeéeém, B., & Abbas, Q., 2016). On one
hand, the leadership style induces emotional stinemgotivation, commitment and the working
relationship while on the other side, the employpesforms with their utmost ability and
diligence. The main attributes extracted from thedevant literature are the efficiency,
effectiveness, innovativeness, responsivenessh@®ather hand, there are some other attributes
related with the employees’ performance litkee work ethics, communication, creativity,
development, professionalism and the commitmehil. of them contribute to the effective
performance on the part of employees.

The Leadership and Employees Performance: To eehtdre performance of an employee,
his/her dependence upon the leadership, which esatipe, has a definite status. In the same
phenomenon, the central role of the leadership galasth his credibility becomes most

prominent (Bass, B. M , 2012). Actually, the tramsfational leader is a psychoanalyst, as
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he/she learns, comprehend and analyze the mitdsights, attitudes and desires of the
followers/employees to reach the final decisionahihihelp in augmenting the employees level
of performance (Qaisar, A., & Sara, Y, 2009). Téedership of this category always pursues
democratically and believes to solve every issu@énorganization according to the popular will
of the employees. The diagnostic skills of the &alip, either they are intrinsic or gained are
valuable for the resolving the issues related whih individuals and with the organization as a
whole (Durga, D. P., & Prabhu, N, 2011). The erngp&s’ performance is directly proportional
to the effectiveness of the leadership. Throughpihwers of comprehension, analysis, planning
and motivation, the transformational leaders audgmire mercury level of the employees output
(Igbal, N., Anwar, S., & Haider, N, 2015)

2.7. Leadership and Performance

Northouse (2013) asserts that ineffective or inappate leadership styles can directly affect the
performance and retention of employees in conteargoorganizations. According Dale
Carnegie Training (2012), argues that leadershableis employees connect with organization
and those who emotionally connect in a positive wath an organization feel a sense of
ownership and are more likely to stay with it, defing superior work in less time and reducing
turnover costs. Lee &Chuang (2009), explain that #xcellent leader not only inspires
subordinate’s potential to enhance efficiency bsib aneets their requirements in the process of
achieving organizational goals. Fenwick& Gayle @Q0n their study of the missing links in
understanding the relationship between leadersidpoaganizational performance conclude that
despite a hypothesized leadership-performanceiaer$itip suggested by some researchers,
current findings are inconclusive and difficult itaterpret. Leadership also promotes justice,
organizational justice is important because emmeyeho have a perception of organizational
fairness are reported to have a higher level ofkwmerformance, trust in their supervisor,
psychological ownership and organizational commitm@heung, 2013). Also leaders who
consider work life balance promote performance \Aibekbalance benefits have the potential to
simultaneously improve an employee’s quality of lff and organizational effectiveness (Peters
&Heusinkveld, 2010). However, according Koubova aBdchko (2013) involvement in
multiple roles, be it a family role, work role corae other roles may have either a negative or

positive effect on job performance. Sulemetnal., (2011) in their contribution, posit that
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leadership and its effectiveness is the primaryusodor organization to achieve the
organizational goals and to create organizatiooairnitment in their employees. Sifuna (2012)
found out that in many African Universities thaaders are not recruited and awarded for their
leadership potential but for their academic quadifions, research, teaching and community
service and rarely receive critical training inastgic planning, budgeting, human resource

development and faculty management.

From this review of related literature, it is eunighat although some scholars believe that
leadership enhances organizational performanceevdtiiers contradict this, different concepts
of leadership have been employed in different stsidmaking direct comparisons virtually
impossible. Gaps and unanswered questions remamsequently, the current study is intended
to re-examine the proposed leadership-performanelationship and, thus, contribute
meaningfully to the body of growing literature akrtbwledge in this area of study especially in

relation to county governance in Ethiopia.

2.8. Empirical Studies

A researched was conducted by Widayanti & Putrg@@i5) on Analyzing the Relationship
between Transformational Leadership and Transadtidreadership Style on Employee
Performance in PT.TX Bandung in Indonesia. The d¢arsige used by the researcher is 92. The
objective of this research is to find the relatinipsbetween transactional and transformational
leadership to employee performance and the sigmificelationship between these two variables.
This research consists of primary and secondarg. datimary data was collected through
Multifactor Leadership Questionnaire (MLQ) based&iovin Theory method. Secondary data
was collected from the office assessment of emgg@erformance. Validity and reliability test
were used to measure quality of data. Multiple@sgion analysis is used to find the relationship
because it has more than one independent variahata.was sent for pass the classic assumption
tests such as multi-co linearity test, normalitst téeteroscedasticity test and autocorrelatian tes
before multiple regression analysis. The resultv@dothat transactional and transformational
leadership has positive relationship and it efféatsmployee performance either concurrently or
partially. Akram, et al. (2012) conducted a reskaitie How Leadership Behaviours Affect

Organizational Performance in Pakistan. Samplewsee by the researchers is 1000, where 500
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guestionnaires were distributed to managers anthan600 to employees of various private and
public sector companies in 66 cities through randsetection. Non-probability sampling
technique is used in this study. Two questionnairee designed for managers and employees.
Questions were related to leadership behavioroagahizational performance. Five point Likert
scale was applied. Correlation analysis and regmessnalysis were applied to analyze the
relationship and the effect of leadership behaviorperformance. SPSS version 16 was used to
analyze the reliability of questions, and the tality was checked in term of Cronbach’s Alpha.
The findings concluded that leadership behaviotesraerrelated and have high positive impact
with employee performance.

Nasir, et al. (2014) did a research on The Relatignof Leadership Styles and Organizational
Performance among IPTA Academic Leaders in Klantiegyarea in Malaysia. The study used
correlation methods to measure the relationshipvdxen leadership styles and organizational
performance. Five public universities in Selangaravchosen. 201 academic leaders were
chosen as the sample size. The questionnaire peepaa form of closed-ended questions. The
survey instruments from Kouzes and Posner Leagersbiactices inventory-Individual
Contribution Self Survey (1997) and Multifactor ldeaship Questionnaire (MQL) had been
adapted. Likert-Scale was used. All data were aealyby using SPSS version 20.0. The
hypothesis testing from normality test with Norniobability Plots for variables and other
visual presentation measures such as histogrambardplot. Pilot test is used to test the
consistency of questionnaire. Cronbach’s alpha&uo test reliability. The findings concluded
that leadership behaviours are interrelated anck Hagh positive impact with organizational
performance.

Leng, et al. (2014) did research on title in Thepadet of Leadership Styles on Employee
Commitment in Retail Industry in Malaysia. Sampieesused by the researchers is 384. The
researchers used questionnaires as the reseatrchriant. SAS software version 9.3 was used to
run tests of reliability, Pearson correlation aimedr regression. The findings concluded that

there was a significant impact of leadership sty¢@gards employee commitment.

Sakiru, et al. (2013) conducted a research on fitleRelationship between Employee

Performance, Leadership Styles and Emotional Igaice in an Organization in Malaysia.
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