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Abstract 

The aim of this paper is to examine the impact of the different leadership styles on employee 
empowerment in the Malaysian retail industry. A quantitative study was carried out to collect 
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and analyse the data. A survey was conducted through the convenience sampling to include 
one hundred respondents, who are working in retail organizations in Selangor, Malaysia. The 
personal data of the respondents were analysed through descriptive analysis. In addition, the 
inferential analysis was employed to test the hypotheses. The results of the study found that 
two of the three hypotheses were supported by respondents while another one was rejected. 
The paper includes research limitations and direction for future research. 

Keywords: Leadership, Style, Retail Industry, Empowerment, Malaysia. 
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1. Introduction 

Different leadership styles have different kinds of outcomes withdirect or indirect effect on 
the employee behaviour and attitude within the organisations. Previous studies have 
established that the transformational leadership style has been effective for the employee 
performance, engagement, and retention within the companies, while the transactional 
leadership style has the negative influence on the employee and organizational long-term 
performance. The transformational leadership style has a positive impact on employee 
creativity, motivation, self-efficacy, and organisational performance (Gong, Huang, & Farh, 
2009; Bronkhorst et al., 2015; Newland, Newton, Podlog, Legg, & Tanner, 2015; Bronkhorst, 
Steijn, & Vermeeren, 2015; Vasilagos, Polychroniou, & Maroudas, 2017; Kark, Van Dijk, & 
Vashdi, 2018).  

In addition, the transactional leadership style in previous studies has been found to enhance 
job satisfaction compared with transformational leadership (Epitropaki & Martin, 2005; 
LePine, Zhang, Crawford, & Rich, 2015; Boamah, Laschinger, Wong, & Clarke, 2018). 
Transformational leaders help individuals adopt the organisational change in a competitive 
and challenging situation (Bommer, Rubin, & Baldwin, 2004; Vasilagos et al., 2017; Kark, et 
al., 2018). Hence, both transactional and transformational leadership styles have an impact on 
the employees and organisations, but in different ways. In addition, the laissez-faire 
leadership style has been found as the least effective leadership style, which has a negative 
impact on employees or the followers’ performance and productivity (Bass & Avolio, 1985; 
Yahya & Ebrahim, 2016). However, throughout the previous studies, it has not been clear 
how these leadership styles impacted on employee empowerment; this being the process of 
giving employees a certain degree of autonomy and responsibility for decision-making 
regarding their specific organisational tasks so that they can perform them in the right way 
and on time.  

Numerous studies have examined the prerequisites of employee empowerment in different 
industries within the context of various countries (Yang & Choi, 2009; Zhu, Sosik, Riggio, & 
Yang, 2012; Yusoff, Imran, Qureshi, & Kazi, 2016). Thus, in respect of the cultural disparity 
between the west and other countries, no study so far has been conducted in the Malaysian 
retail industry.  

Malaysia is an emerging country with a strong and attractive retail industry where 
world-recognised retailers such as Tesco, M&S, ZARA, and GAP have now successfully 
opened their branches (Star Online, 2017; Ismail, 2017; and Kanter, 2018;). The Malaysian 
retail industry postures a growing trend with the number of tourists projected to grow from 26 
million to 36 million by 2020, while the local number of retail customers will also 
substantially increase (Ismail, 2017; Murugiah 2018). Therefore, it is crucial for employers to 
make sure that the managers adopt the right leadership style for their employees and 
organisational performance development. Here, many previous studies have found that the 
employees perform better when they are empowered (Zorn & Violanti, 1993; Meyerson & 
Dewettinck, 2012; Kariuki & Murimi, 2015; Yusoff, et al., 2016; Kohli & Sharma, 2017; 
Oloko & Ogutu, 2017; Bose, 2018; Baird, Su, & Munir, 2018). However, the impact of 
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leadership styles has not yet been disclosed as specifically suitable or effective for employee 
empowerment.  

Thus, the objective of this study is to specifically identify the leadership style which has 
greater benefit with the least effect on employee empowerment in the Malaysian retail 
industry. By examining the impact of the three leadership styles — transactional, 
transformational and laissez-faire — we aim to help organisations and managers to adopt the 
right leadership style so that they can empower and benefit their employees, as well as the 
organisation. Moreover, findings from this study will lay the groundwork for future research 
that may affect other worldwide industries.  

2. Literature Review 

2.1 Leadership Styles  

2.1.1 Transformational Leadership Style 

Transformational leaders work with followers, employees or teams to identify the necessary 
changes and create a vision. Their role is to guide them through the changes by motivating 
and executing the changes in tandem with the committed members of the different groups 
(Zhu, Sosik, Riggio, & Yang, 2012; Rosenbach, 2018; and Northouse, 2018). Hence, this 
leadership style is identified as the visionary leadership where managers in the organisations 
inspire their employees to exceed certain expectations (Doucet, Fredette, Simard, & 
Tremblay, 2015). A leader with the transformational leadership style is more of a charismatic 
leader and attempts to motivate employees both through his vision and charisma. Burns (1978) 
introduced the concept of transformational leadership where he identified that 
transformational leaders help employees modify their beliefs and attitudes but by way of an 
inspirational process, setting particular integrated goals that motivate employees to achieve 
them through their combined efforts. The transformational leaders work with employees to 
ensure that the goals and missions of the companies are presented clearly amongst employees 
(Avolio, Walumbwa, & Weber, 2009; Daft, 2014; and Tajasom, Hung, Nikbin, and Hyun, 
2015). Here, these leaders with their unique beliefs, values, behaviours and attitudes 
encourage their followers. Therefore, they motivate the employees in such a particular way 
that mainly goes beyond the exchanges and rewards and finally creates an emotional 
attachment for the followers or employees towards the leaders. According to Barbuto (1997), 
the employees trust the transformational leaders and they try to fulfil the expectations of the 
leaders.   

2.1.2 Transactional Leadership Style  

Transactional leadership style focuses on the supervision and organisation of the workers in 
the organizations. Moreover, it also focuses on the individual and organisational performance 
in the organizations. Hence, the leaders or managers using this leadership style apply rewards 
to gain desired performance from every employee and the entire team. Moreover, they also 
use punishment if the employees do not perform according to expectation or if they find any 
differences in the performance process through the supervision (Bass, 1997; Pieterse, et al., 
2010). Transactional leadership only helps employees when they need more achievement 
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than the regular achievements. Therefore, they use the carrot and stick approach to attain the 
respective purposes (Spreitzer, 1995; Bass, 1997; Pieterse, et al., 2010). Employees are given 
rewards only when they execute certain tasks accordingly or are punished if the completion 
of their functions is not achieved (Pieterse, Van Knippenberg, Schippers, & Stam, 2010; Zhu, 
et al., 2012; Ma & Jiang, 2018; Northouse, 2018). Since the transactional leaders are mainly 
concerned about completing tasks, they apply both negative and positive reinforcements 
according to the situations and need so that they can to gainthe targets or results, which are 
desired, both of which have positive and negative impacts on the employees (Ma & Jiang, 
2018; Northouse, 2018). Transactional leaders do not give right an employee in the 
companies to be an innovative employee in terms of performing functions or duties in the 
organisation (Hartog & Van Muijen, 1997; Pieterse, et al., 2010; Zhu, et al., 2012; and 
Rosenbach, 2018).  

Smith, Eldridge, and DeJoy (2016) outlined the two dimensions of the corrective approach 
used by the transactional leaders. These dimensions are Management by Exception (MBE) 
and contingent reward. These become either active or passive (Smith et al, 2016). In this 
regard, contingent reward refers to the rewards so that the organizations can gain the best 
results from employees working in different positions, teams and divisions. With MBE, 
leaders mainly use the corrective action when they identified processes of works or 
operations are not continuing properly. The corrective actions are divided into two ways 
MBE passive and MBE active. Active MBE suggests that leaders encourage the anticipation 
behaviour. The transactional leader tries to bring a solution to the potential problem when the 
leader foresee a problem might occur. On the other hand, in MBE passive, the transactional 
leaders do not predict a potential problem, however, they act only after the problems occur.  

According to the research results conducted by Appelbaum, Karasek, Lapointe & Quelch, 
(2015), transactional leadership cannot be discounted as the research shows that the propoer 
mixture of the incentives and rewards, connected with a certain organisational culture, can 
raise empowerment among certain types of employees. In addition, Ma & Jiang (2018) found 
in their research that transactional leadership is positively related to creative behaviours of 
followers or employees, however, the creative behaviour usually arises from employee 
empowerment (Oldham & Cummings, 1996; Yang & Ok Choi, 2009).  

2.1.3 Laissez Faire Leadership Style  

A leader with this style of leadership avoids making decisions. They are usually reluctant to 
act and avoid situations in which there are chances to encounter problems (Daft, 2014; 
Northouse, 2018). Leaders who adopt the laissez-faire leadership style do not provide 
feedback to their followers and therefore, they work according to their own process of being 
naturally empowered (Skogstad, Aasland, Nielsen, Hetland, Matthiesen, & Einarsen, 2015; 
and Northouse, 2018). They do not use rewards or other tools to satisfy the needs of their 
followers (Avolio, Walumbwa, & Weber, 2009; Daft, 2014). However, they give full power 
to the followers to accomplish the duties according to the instruction of the organisations 
(Frischer, 2006; Yang, 2015; Humborstad, Nerstad, & Dysvik, 2014; Wong, & Giessner, 
2018).  
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2.2 Empowerment 

Employee empowerment has been a topic of discussion for many years within academic 
research and it has been identified as the most effective process for organisations to get the 
best outcome from their employees (Spreitzer, 1995; Kariuki, & Murimi, 2015; Kar, 2017). 
According to Pearson & Moomaw (2005), empowerment is a strategic management option 
for managers in companies to encourage employees to work beyond the norm and accomplish 
jobs in a flexible manner. On the other hand, empowerment has been acknowledged as the 
process of stimulating employees to be engaged in the workplace (Meyerson & Dewettinck 
2012; Kohli & Sharma, 2017; and Northouse, 2018). It is because the employees are given 
the power to make decisions and become innovative so that certain types of functions can be 
carried out (Spreitzer, 1995; Choi, Goh, Adam, & Tan, 2016; Kar, 2017). However, in many 
cases, employee empowerment may be counterproductive to an organisation because the 
implementation of empowerment practices outlines that a certain amount of autonomy and 
authority is given to employees and they are trusted (Cecez-Kecmanovic & Janson, 2009; 
Öqvist, 2010). As a result, some employees may become overconfident in the workplace 
which may lead to lower performance and an associated impact on management, as they may 
lose control over certain employees (Spreitzer & Doneson, 2005; Lewis, 2018). For example, 
employee empowerment practices might be detrimental for companies if the employees do 
not abide by corporate information and management procedures. 

2.3 Hypotheses  

In light of the reviewed literature and research objectives, the following hypotheses have 
been created for the investigation of this study: 

H1: The transformational leadership style has a positive relationship with employee 
empowerment in the retail industry of Malaysia. 

H2: The transactional leadership style has a positive relationship with employee 
empowerment in the retail industry of Malaysia. 

H3: The laissez-faire leadership style has a positive relationship with employee empowerment 
in the retail industry of Malaysia.  

3. Methodology 

Employees from retail companies in Selangor in Malaysia were utilised as the population for 
this study. Selangor was selected because there are many shopping centres in the area, as well 
as many local and foreign workers living their; therefore, it was easier for the researchers to 
conduct the survey. The questionnaire contained twenty items of four variables: employee 
empowerment, transformational leadership style, transactional leadership style, and the 
laissez-faire leadership style. All were measured using a five-point Likert scale. The 
questionnaire was pre-tested before we distributed it among the participants. 112 
questionnaires were distributed based on convenience sampling with closed-ended questions 
and 100 useable questionnaires were returned while respect of the questionnaires were 
incomplete. The respondents in the survey were employees from retail organizations.  
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The survey questionnaire for this study was created from Bass’s (1985) theory of 
transformational and transactional leadership, while some items were also collected from the 
theories of Spreitzer (1995); Spreitzer & Doneson (2005); Frischer, J. (2006); Skogstad et al., 
(2015); Yang (2015); and Islam, Jantan, Wei, Abdullah, and Manirajah (2018). The Pearson’s 
Correlation coefficient has been used to determine the relationships between the variables to 
test the hypotheses. If the relationship between the independent and dependent variable is 
high the impact of the independent variable on the dependent variable will be high. Again, if 
the relationship between the independent and dependent variable is low the impact of the 
independent variable on the dependent variable will be low. There are three independent 
variables in this study: the transformational leadership style, the transactional leadership style 
and the laissez-faire leadership style, which impacts on the dependent variable — being 
employee empowerment.  

4. Results and Discussion 

4.1 Demographic Profiles of Respondents 

The demographic profiles of the respondents have been outlined in Table 1. In this study, the 
statistical data of the respondents has been included in relation to age, gender, marital status, 
ethnicity, educational level and work experience.  

Table 1. Demographic Profile of the Respondents 

Variables Values % 
 
Age 

Below 20  
21-30  
31-40  

Above 40  
Gender Male  

Female  
 
Marital Status  
 

Single   

Married   

 
Ethnicity  

Malay  
Chinese  
Others  

 
Education level 

High School   
Undergraduate  
Masters/MBA  

MPhil/DBA/PhD  

 
Work experience 

1 to 2 years  
3 Year to 5 years  

6 Years to 10 years  
Above 10 years  
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4.2 Reliability Test  

A reliability test has also been conducted to ensure consistency and measure the results 
considering the value of Cronbach’s Alpha. A Cronbach’s Alpha coefficient value of 0.70 is 
an acceptable reliability score (Nunnally and Bernstein, 1994). In this regard, if the value of 
Cronbach’s Alpha is closer to 1.0 the higher value will be an indication of the internal 
consistency, which outlines that the respective variable is highly inter-related. According to 
the results of the reliability test for this study presented in Table 2, the values of Cronbach’s 
Alpha varied between 0.762 and 0.842. It indicates that the scales used in this research are 
consistent and reliable. 

Table 2. Reliability Table 

Variables Items Cronbach’s Alpha 

Transformational leadership  5 0.842 

Transactional leadership  5 0.820 

Laissez-faire leadership  5 0.762 

Employee empowerment  5 0.782 

4.3 Pearson Correlation Analysis 

The relationships between the independent variables and the dependent variables have been 
presented in Table 3. According to the results, through the Pearson’s Correlation test, we can 
identify the level of relationships between all the independent variables and dependent 
variables with regard to the retail industry in Malaysia. The level of the relationship is 
determined based on the Rule of Thumb presented in Appendix 1. 
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Table 3. Results of Pearson’s Correlation Test 

 
Variables 

 

Employee 
Empowerment 

Transformational 
Leadership  

Transactional 
Leadership 

Laissez-faire  
Leadership  

Employee 
Empowerment 
 

1 0.853(**) 0.461(**) 0.745(**) 

Transformational 
Leadership 
 

0.853(**) 1   

Transactional 
Leadership 
 

0.461(**)  1  

Laissez-faire  
Leadership 

0.745(**)   1 

Hypothesis 1:The transformational leadership style has a positive relationship with 
employee empowerment in the retail industry of Malaysia. 

The resulting p-value of 0.0001 outlines that the transformational leadership style is 
significantly related to employee empowerment in the Malaysian retail industry context. It is 
because if the p-value is below 0.05 (p<0.05) it is actually an indication of the significant 
relationship between the independent and dependant variables. According to Table 4, a 
positive Pearson Correlation r-value of 0.853 shows that the transformational leadership style 
is positively related to employee empowerment based on the Guildford’s Rule of Thumb. An 
r-value of 0.853 is an indication of the high correlation between the transformational 
leadership style and employee empowerment.  

Thus, Hypothesis 1 is successfully supported according to the Rule of Thumb.  This result is 
backed by the research carried out by Spreitzer, G. M. (1995); Petter et al., (2002); Kohli & 
Sharma (2017); Islam et al., (2018); and Kark et al., (2018) where they found that if 
employees are given certain responsibilities and the ability to work with managers or leaders, 
they feel empowered. On the other hand, this finding is also supported by, and is consistent 
with, the results from the research works of Yang & Ok Choi (2009); Daft (2014); Choi et al., 
(2016); and Boamah et al., (2018) where they also found the transformational leadership style 
very effective for employee empowerment.   

Hypothesis 2: The transactional leadership style has a positive relationship with employee 
empowerment in the retail industry of Malaysia. 

The resulting p-value of 0.0001 outlined that transactional leadership is not significantly 
related to employee empowerment in the Malaysian retail industry context. It is because if the 
p-value is above 0.05 (0.05<p) it is actually an indication of the lower relationship between 
the independent and dependant variables. According to Table 4, a lower Pearson Correlation 
r-value of 0.461 shows that the transactional leadership style is negatively related to 
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employee empowerment based on the Guildford’s Rule of Thumb. An r-value of 0.461 is an 
indication of a lower or negative correlation between the transactional style and employee 
empowerment.  

Thus, Hypothesis 2 is rejected according to the Rule of Thumb. This result is also supported 
by previous research where the researchers found that the transactional leaders did not 
provide autonomy to the employees which reduced employee empowerment (Hartog & Van 
Muijen, 1997; Pieterse et al., 2010; Sosik, Riggio, & Yang, 2012; Smith, et al, 2016; Kark et 
al., 2018. However, it is inconsistent with the results from the research works of Ma & Jiang 
(2018) because they found the transactional leadership style sometimes empowered the 
employees to perform better within their organisations.  

Hypothesis 3:The laissez-faire leadership style has a positive relationship with employee 
empowerment in the retail industry of Malaysia.  

The p-value result of 0.0001 outlined that the laissez-faire leadership style is significantly 
related to employee empowerment in the Malaysian retail industry context. It is because if the 
p-value below 0.05 (p<0.05) it is actually an indication of the significant relationship between 
the independent and dependant variables. According to Table 4, a positive Pearson 
Correlation r-value of 0.745(**) shows that the laissez-faire leadership style is positively 
related to employee empowerment based on the Guildford’s Rule of Thumb. An r-value of 
0.745(**) is an indication of a high correlation between the laissez-faire leadership style and 
employee empowerment. Thus, Hypothesis 3 is successfully supported according to the Rule 
of Thumb. This is supported by the findings of Skogstad et al, (2015); Frischer, (2006); and 
Yang, (2015) in that the laissez-faire leadership style has a significant relationship with 
employee empowerment within the organisations. This finding, which is also supported by 
Humborstad et al., (2014) and Wong & Giessner, (2018), shows that the laissez-faire 
leadership style has a positive effect on employee empowerment.  

5. Conclusion 

The main objective of the study was to investigate which leadership style had a greater 
impact on employee empowerment in the Malaysian retail industry. The results illustrate that 
the transformational leadership style and the laissez-faire leadership style have a positive 
relationship with employee empowerment in the retail industry of Malaysia. However, 
transformational leadership has been identified as having the greater impact on employee 
empowerment rather than the laissez-faire leadership style, according to the correlation 
results. On the other hand, the transactional leadership style has a negative impact on 
employee empowerment. Hence, the findings of the study have shed light on what leadership 
style should be adopted by managers or leaders within organisations to empower their 
employees. The employers, managers and other decision makers can make the best decision 
in adopting the leadership style for employee empowerment.  

6. Limitation of the Study and Direction for Future Research 

There are some limitations of the study. The sample size of the study is limited to only one 
hundred respondents, which could be increased. In addition, the study includes only three 
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independent variables and one dependent variable which could also be increased in any future 
research works for the development of the generalisation of the findings. Moreover, the 
future studies could be carried out through the use of a qualitative approach to gain in-depth 
results relating to leadership style and employee empowerment. 
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Appendix 1. Rule of Thumb for Understanding Size of Correlation Coefficient 

 
Size of Correlation Interpretation 

.90 to 1.00 (-.90 to –1.00) Very high positive (negative) correlation  
.70 to .90 (-.70 to -.90) High positive (negative) correlation  
. 50 to .70 (-.50 to -.70) Moderate positive (negative) correlation  
.30 to .50 (-.30 to -.50) Low positive (negative) correlation  
.00 to .30 (.00 to -.30) Little if any correlation  

Source: Hinklen et al, (2003). 


