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Executive summary 

Leading is a process of influencing and directing activities of an organization group to 

accomplish goals by communicating with them. Leadership is an act that involves 

influencing others to act toward the attainment of a goal (Conger and Kanungo, 1987). 

According to Bass and Stogdill (1990), leadership is generally defined simply as the 

process of influencing people to direct their efforts towards achievement of some 

particular goal. Leadership is multidimensional in skill and orientation. Successful 

leaders need to understand people and organizations, tasks and processes, self and 

others. They must attend to current realities while envisioning future possibilities, and 

need confidence and strategies for working competently across a wide range of diverse 

issues. Likewise, intangible assets such as leadership styles, culture, skill and 

competence, and motivation are seen increasingly as key sources of strength in those 

firms that can combine people and processes and organizational performance (Alfes et 

al., 2013). Consequently, organization spend substantial sum of money in search of 

effective leadership in training of their personnel in effective leadership behavior. There 

is also relative scarcity of effective leadership and that is why organizations search 

constantly for it. This action leads them to effect, design and develop all the effective 

leadership potentials possible in those who are associated with corporate management 

(Igbaekemen, 2014). 

 

The main aim of this research is to investigate how the leadership style affects the 

overall performance of commercial banks in Nepal. The specific goals of the study are 

to examine the influence of various factors such as charisma, inspirational motivation, 

intellectual stimulation, constructive reward, and management by exception on the 

organizational performance of Nepalese commercial banks 

 

The study focuses on the employees of commercial banks in Nepal as the respondents. 

The researchers analyzed the opinions of 100 employees to understand their perception 

of the impact of leadership style on the organizational performance of Nepalese 

commercial banks. Non-parametric tests such as Kendall's tau-b and step-wise 

regression were used to examine the relationship between leadership style and its effect 

on the performance of commercial banks in Nepal. A descriptive research design was 

utilized to gather factual information about various variables. The study focuses on the 



xiii 
 

primary data analysis where questionnaire was distributed to employees of 21 

commercial banks. Based on the population, 100 samples are undertaken for the studies. 

The descriptive results shows that weighted average mean scale for charisma is 2.03. It 

indicates that employee perception on charisma is good in Nepalese commercial banks. 

Similarly, weighted average mean scale for inspirational motivation is 2.05. It indicates 

employee perception on inspirational motivation is good in Nepalese commercial 

banks. Likewise, weighted average mean scale for intellectual stimulation is 2.14. It 

indicates that employee perception on intellectual stimulation is good in Nepalese 

commercial banks. Similarly, weighted average mean scale for constructive reward is 

2.28. It indicates that employee perception on constructive reward is good in Nepalese 

commercial banks. Similarly, weighted average mean scale for management by 

exception is 2.37. It indicates that employee perception on management by exception 

is good in Nepalese commercial banks. Likewise, weighted average mean scale for the 

employee performance is 2.33 which indicate that the level of employee performance 

is good in Nepalese commercial banks. 

The findings of the study suggest that a higher level of charismatic leadership style is 

associated with better employee performance in Nepalese commercial banks. 

Additionally, there is a positive correlation between inspirational motivation and 

intellectual stimulation, indicating that an increase in these factors leads to improved 

employee performance. Similarly, constructive rewards are positively related to 

employee performance, meaning that higher levels of constructive rewards lead to 

better performance from employees. The results also reveal that management by 

exception is positively related to employee performance, indicating that active 

management by exception leads to improved employee performance. Moreover, the 

study found that a higher level of charismatic leadership style is associated with an 

increase in return on equity, which suggests that better charismatic leadership leads to 

better financial performance. Additionally, inspirational motivation is positively 

correlated with return on equity, indicating that higher levels of inspirational motivation 

lead to better financial performance for Nepalese commercial banks. The study also 

found a positive relationship between intellectual stimulation and return on equity, 

implying that an increase in intellectual stimulation leads to better financial 

performance for the banks. 
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The study also found that constructive rewards are positively correlated with return on 

equity, indicating that higher levels of constructive rewards lead to better return on 

equity. Additionally, the results show a positive relationship between management by 

exception and return on equity, revealing that an increase in active management by 

exception leads to an increase in return on equity for Nepalese commercial banks. 

The results of the regression analysis show that the beta coefficients for charisma are 

positive for both employee performance and return on equity, indicating a positive 

impact of charisma on these two variables. Additionally, the beta coefficients for 

inspirational motivation are positive and significant for both employee performance and 

return on equity, suggesting a positive impact of inspirational motivation on these two 

variables. The beta coefficients for intellectual stimulation are also positive and 

significant for both employee performance and return on equity, indicating a positive 

impact of intellectual stimulation on these variables. 

Furthermore, the beta coefficients for constructive reward are positive and significant 

for both employee performance and return on equity, demonstrating a positive impact 

of constructive reward on these variables. Similarly, the beta coefficients for 

management by exception are positive and significant for both employee performance 

and return on equity, indicating a positive impact of management by exception on these 

variables. 
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Chapter I 

Introduction 

1.1 General background 

Leading is a process of influencing and directing activities of an organization 

group to accomplish goals by communicating with them. Leadership also involves 

assuming a considerable amount of responsibility and risk (Mills, 2005). Similarly, 

leadership is an act that involves influencing others to act toward the attainment of a 

goal (Conger and Kanungo, 1987). According to Etemesi (2012), good leadership 

entails listening, getting time to understand and being prepared for the unexpected 

because that is what is expected.  

Traditionally, leadership has been defined in recent years as individual skills 

that are applied directly to the organizations (Nivala and Hujala, 2002). Cole (2002) 

has defined leadership as a dynamic process by which, during a specific period of time, 

and in a specific organizational field, one individual affects the group in order to 

achieve the overall objective. According to Riggio et al. (2007), leadership is a learning 

process that is not only centered in what needs to be said but also in learning how to 

say it in ways that others can understand and follow. This relationship of mutual 

abilities is the leader-follower relation. 

Leadership is an ongoing process of building and sustaining a relationship 

between those who aspire to lead and those willing to follow (Kouzes and Posner, 

1987). Likewise, intangible assets such as leadership styles, culture, skill and 

competence, and motivation are seen increasingly as key sources of strength in those 

firms that can combine people and processes and organizational performance (Alfes et 

al., 2013). 

According to Bass and Stogdill (1990), leadership is generally defined simply 

as the process of influencing people to direct their efforts towards achievement of some 

particular goal or goals. Leadership is vital to employee performance and corporate 

excellence. Consequently, organization spend substantial sum of money in search of 

effective leadership in training of their personnel in effective leadership behavior. There 
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is also relative scarcity of effective leadership and that is why organizations search 

constantly for it. This action leads them to effect, design and develop all the effective 

leadership potentials possible in those who are associated with corporate management 

(Igbaekemen, 2014). 

Leadership is multidimensional in skill and orientation. Successful leaders need 

to understand people and organizations, tasks and processes, self and others. They must 

attend to current realities while envisioning future possibilities, and need confidence 

and strategies for working competently across a wide range of diverse issues. For 

example: Firstly, from fostering the organizational clarity that comes from sound 

structures and policies to unleashing energy. Secondly, creativity through bold visions, 

from creating learning organizations where workers mature and develop as everyday 

leaders to managing the conflict inevitable in a world of enduring differences (Gallos, 

2008). 

Schermerhorn et al. (2000) maintained that leadership is the heart of any 

organization, because it determines the success or failure of the organization. Mills 

(2005) observed that without leadership, organizations move too slowly, stagnate, and 

lose their way. Without leadership a people quickly degenerate into argument and 

conflict, because they see things in different ways and lean toward different solutions. 

Leaders help reduce un-clarity and uncertainty in organizations, and therefore 

leadership helps to point staff in the same direction and harness their efforts jointly to 

achieve organizational goals. 

Armstrong (2004) stated leadership as influence, power and the legitimate 

authority acquired by a leader to be able to effectively transform the organization 

through the direction of human resources, the most important organizational asset, 

leading to the achievement of desired purpose.  This can be done through the 

articulation of the vision and mission of the organization at every moment, and 

influence the staff to define their power to share this vision. Effective leadership is seen 

as a potent source of management development and sustained competitive advantage 

for improvement of organizational performance (Avolio, 1999 and Lado et al., 1992). 

Zhou et al. (2012) used the self-concept based theory of leadership and social 

exchange theory to hypothesize processes linking transformational leadership to 
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follower performance outcomes. Specifically, the study hypothesized that (a) 

transformational leadership relates to followers' work engagement both directly and 

indirectly through their psychological states, (b) work engagement relates to innovative 

behavior, (c) innovative behavior relates to task performance, and (d) the work 

engagement–innovative behavior relationship is moderated by leader–member 

exchange.  

Leadership is a process whereby an individual influences a group of individuals 

to achieve a common goal (Northouse, 2004). Leadership style is the way in which that 

process is carried out. Among the various theories of leadership and motivation relating 

to effective organizational change management, perhaps the most prominent is the 

transformational-transactional theory of leadership (Saowalux and Peng, 2007). Burns 

(1978) conceptualized two factors to differentiate “ordinary” from “extraordinary” 

leadership: transactional and transformational leadership. Transactional leadership is 

based on conventional exchange relationship in which followers “compliance” (effort, 

productivity, and loyalty) is exchanged for expected rewards. In contrast, 

transformational (extraordinary) leaders raise followers’ ‟consciousness” levels about 

the importance and value of designated outcomes and ways of achieving them. Leaders 

also motivate followers to transcend their own immediate self-interest for the sake of 

the mission and vision of the organization. 

Judge et al. (2002) explored the strategic role of leadership to investigate how 

to employ leadership paradigms and use leadership behavior to improve organizational 

performance. This is because intangible assets such as leadership styles, culture, skill 

and competence, and motivation are seen increasingly as key sources of strength in 

those firms that can combine people and processes and organizational performance 

(Purcell et al., 2004). 

McGrath and MacMillan (2000) suggested that effective leadership skills and 

behaviors can facilitate the improvement of performance when organizations face these 

new challenges. Jong and Hartog (2007) have defined leadership as the process of 

influencing people in order to achieve desirable results. Berry (1984) has also defined 

relationship marketing as increasing the bank’s income by establishing a positive 

relationship between customers and employees. Thus, with the use of this approach, the 
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focus on employees and customers’ satisfaction is highly important for the success of 

the bank. The banking field has been a vital pillar in the global economy for many 

decades. Although the bank’s goal is generally to make profits, their performance is 

also based on public interest. 

Bass and Avolio (2000) showed that management leadership and organizational 

supervision directly impact employee’s satisfaction levels. Such total engagement 

(emotional, intellectual and moral) encourages followers to develop and perform 

beyond expectations (Burns, 1978; Bass, 1985). Burns (1978) observed that 

transformational leadership involves the process of influencing major changes in 

organizational attitudes in order to achieve the organization’s objectives and strategies. 

Bass (1985) observed that transactional leaders work their organizational cultures 

following existing rules and procedures, while transformational leaders change their 

cultures based on a new vision and a revision of shared assumptions, values and norms. 

When an organization must adapt to changes in technology, its leadership is a critical 

factor in its successful change. Bass (1985) operationalized the work of Burns (1978) 

by developing a model of transformational and transactional leadership, referred to in 

more recent publications as the “full range leadership model” (Bass and Avolio, 1997). 

Organizational performance refers to ability of an enterprise to achieve such 

objectives as high profit, quality product, large market share, good financial results, and 

survival at pre-determined time using relevant strategy for action (Koontz and Donnell, 

1993). Organizational performance can also be used to view how an enterprise is doing 

in terms of level of profit, market share and product quality in relation to other 

enterprises in the same industry. Consequently, it is a reflection of productivity of 

members of an enterprise measured in terms of revenue, profit, growth, development 

and expansion of the organization. 

Clark et al. (2009) found that the leadership styles that engender employees’ 

commitments induce employees’ behavioral improvements that positively affect 

delivered service quality. A number of researchers in business and hospitality examined 

the effect of leadership styles on individual and organizational performance (e.g., 

Hinkin and Tracey, 1994; Lockwood and Jones, 1989; Tracey and Hinkin, 1996; 

Erkutlu, 2008; Patiar and Mia, 2008). The basis for these previous studies is the 
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argument that a manager’s style of leadership influences on-the-job attitudes and 

behaviors of employees and subsequently affects organizational performance. Leaders 

who practice transformational leadership can not only inspire employees’ motivations 

beyond personal interests, but also act as role models for employees (Bass 1985; 

Davidson, 2003). 

According to Fry (2003), leadership is the process of influencing others to work 

willingly toward an organizational goal with confidence. Lee and Chuang (2009) 

explained that the excellent leader not only inspires subordinate’s potential to enhance 

efficiency but also meets their requirements in the process of achieving organizational 

goals. Basically, leadership has been identified as an important subject in the field of 

organizational behavior. Leadership is one with the most dynamic effects during 

individual and organizational interaction. In other words, ability of management to 

execute “collaborated effort” depends on leadership capability. 

Popa (2012) revealed that leadership is positively correlated to organizational 

performance. Leadership has been at the center of attention for the last two decades, 

mostly because of its tight interdependence with organizational performance. 

Successful leadership inspires enthusiasm and commitment, enhancing organization 

performance. The style of leadership affects performance since performance cannot be 

achieved in the absence of a leadership that can adapt to the changes and challenges of 

the environment. Therefore, if an organization wants to improve its performance, it is 

the leadership style that should be analyzed and adapted to new requirements. 

Doody and Doody (2012) explained inspirational motivation as the process 

whereby the leaders encourage the subordinates to align employees’ personal goals and 

objectives with those of the organization. Organizations constantly face changes that 

require an increasingly adaptive and flexible leadership. This type of adaptive 

leadership is referred to as ‘transformational’; under it; environments of shared 

responsibilities that influence new ways of knowing are created. Transformational 

leadership motivates followers by appealing to higher ideas and moral values, where 

the leader has a deep set of internal values and ideas. This leads to followers acting to 

sustain the greater good, rather than their own interests, and supportive environments 
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where responsibility is shared. This study focused on transformational leadership and 

its application to nursing through the four components of transformational leadership. 

Motowidlo (2003) defined employee job performance as the total expected 

value to the organization of the discrete behavioral episodes that an individual carries 

out over a standard period of time. Cetin et al. (2012) found that leadership style also 

has a significant impact on employee job satisfaction, commitment and productivity, 

where productivity is indicating employee job performance. Employees are 

organization’s important assets; a capable leader leads followers towards achieving 

desired goals. 

Hiller et al. (2011) explained the effects of leaders and leadership on 

effectiveness and performance outcomes. According to Yukl (2010), leadership is 

significantly about motivating people and gaining their commitment and their 

performance is directly affected by their behavior. Hiller et at.(2011) concluded after 

reviewing 25 years data on leadership and its outcomes that there is no doubt that 

subordinates view are critical to understanding leadership. According to Amos and 

Ristow (2004), the effective management of individual performance is critical to the 

execution of strategy and the organization achieving its strategic objectives. If 

subordinates unable to understand leaders requirement regarding task and goal 

achievement, it can lead to inefficiency in organizations (Hartog et al., 2012). 

Therefore, quality of communication is of key importance for better consideration of 

the task and goals and better outcomes.  

Cetin et al. (2012) investigated the different leadership styles and 

communicative skills of top Turkish bank employees and the effect their leadership has 

on the lower-level employees’ work ethic and motivation. The empirical findings of 

this study showed that there is a strong relationship between transactional leadership 

style and communicative skills with job satisfaction, but there is insignificant 

relationship between individualized and transformational leadership styles with job 

satisfaction which ultimately contributes to the improved organizational performance. 

Leadership style in an organization is one of the factors that play significant role 

in enhancing or retarding the interest and commitment of the individuals in the 

organization (Memon, 2014). McCloy et al. (1994) defined the term performance as 
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those behaviors or actions which are regarded relevant to those goals of the said 

organization in question. 

In the context of Nepal, Agrawal (2011) explained that before employees do 

anything, they look for reward. Reward management is now very important aspect of 

human resource management. Reward consists of payment like wages and salary for 

doing work for the organization. It is the financial pay-off for the effort made in the 

organization. Benefits include the payment in addition to the pay. It includes payment 

for paid leave, gratuity, and pension services include such items which enhance the 

living standard and wellbeing but the cost of living of employees does not increase as 

the amenities are provided by firms, e.g. housing, transport, loans at subsidized rate etc. 

Job-related rewards are the benefits coming from job itself. This includes promotion, 

status, opportunity for growth, leadership opportunities. The transactional leader 

behavior influences employee behavior by reinforcing (rewarding) those behaviors that 

are desired (Luthans and Kreitner, 1985; Sims, 1977). 

The preceding conversation indicated that investigating the link between 

personality style and organizational performance is highly significant. While some 

studies have been conducted in various countries, no recent research has been 

conducted in Nepal. Therefore, this study concentrates on exploring the connection 

between leadership style and organizational performance in commercial banks in 

Nepal. 

1.2 Problem Statement 

Messick and Kramer (2004) argued that the degree to which the individual 

exhibits leadership traits depends not only on his characteristics and personal abilities, 

but also on the characteristics of the situation and environment in which he finds 

himself. Locke and Crawford (2004) argued that leadership plays a crucial role in a 

company’s ultimate success or failure. Gill (2006) found leadership to help stimulate, 

motivate, and encourage the followers so that the company may achieve satisfactory 

results for the organization. Mehra et al. (2006) argued that when some organizations 

seek efficient ways to enable them outperform others; a longstanding approach is to 

focus on the effects of leadership. Team leaders are believed to play a pivotal role in 

shaping collective norms, helping teams cope with their environments, and 
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coordinating collective action. This leader-centered perspective has provided valuable 

insights into the relationship between leadership and team performance (Guzzo and 

Dickson, 1996). Understanding the effects of leadership on organizational survival is 

also important because leadership is viewed as one of the key driving forces for 

improving a firm’s performance and survival. 

The research on organizational leadership has progressed in conjunction with 

the advancement of large-scale industrialization, and over the past century, systematic 

studies have also been spurred by the two World Wars. Because of this, there is much 

debate about leadership and a variety of theoretical frameworks influence the theory of 

organizations. Gberevbie (2011) pointed out that effective leadership exerts influence 

in a way that achieves organizational goals by enhancing the productivity, innovation, 

satisfaction, and commitment of the workforce.  Sun (2002) compared the leadership 

style with the leadership performance in schools and enterprises. The study showed that 

the leadership style has a significantly positive correlation with the organizational 

performance in both schools and enterprises. Zhu et al. (2005) suggested that visionary 

leadership will result in high levels of cohesion, commitment, trust, motivation, and 

hence performance in the new organizational environments. 

Bass (1985) proposed a theory of transformational leadership based upon the 

findings of Burns (1978). First, the study argued that transformational and transactional 

leadership are not separate concepts: rather, they occupy opposite ends of a single 

continuum. Accordingly, the study showed that the best leaders should possess both 

transformational and transactional skills. Second, the study targeted the behavior that 

manifests transformational and transactional leadership. For example, transformational 

leader offers a purpose that transcends short-term goals and emphasizes higher-order 

intrinsic needs, whereas transactional leaders highlight the proper exchange of 

resources (Erkutlu 2008). Additionally, Bass (1985) and Northouse (2012) suggested a 

non-transactional factor (or non-leadership) indicating the absence of leadership, the 

avoidance of intervention, which emerges as the most inactive form of leadership, 

referred to as laissez-faire. Based on these previous findings, Judge and Piccolo (2004) 

and Erkutlu (2008) proposed three constructs for leadership, including 

transformational, transactional and non-leadership dimensions, which are the basis for 

the current research’s model. 
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Fenwick and Gayle (2008) concluded that despite a hypothesized leadership-

performance relationship suggested by some researchers, current findings are 

inconclusive and difficult to interpret. From this review of related literature, it is evident 

that although some scholars believed that leadership enhances organizational 

performance while others contradict this, different concepts of leadership have been 

employed in different studies, making direct comparisons virtually impossible.  

Kotter (1999) disagreed with some people’s views that there has been a shortage 

of quality leadership throughout history, the study stated that what is clear is that the 

increasingly fast-moving and competitive environment we will face in the twenty first 

century demands more leadership from more people to make enterprises prosper. 

Without that leadership, organizations stagnate, lose their way, and eventually suffer 

the consequences. The study concluded that leadership gap exists for many reasons and 

correcting the problem is made difficult for many additional reasons. Instead of 

nurturing talent, encouraging people to lead and to learn from mistakes and successes, 

organizations all too often ignore leadership potential, offer no relevant training or role 

models and punish who make small errors while trying to lead. Individuals, too, get in 

their own way by failing to assess their developmental needs realistically and to 

proactively seek means of meeting those needs. 

According to House et al. (1997), the effects of leadership on organizational 

performance have not been well studied. The study criticized leadership studies for 

focusing excessively on superior-subordinate relationships to the exclusion of several 

other functions that leaders perform, and to the exclusion of organizational and 

environmental variables that are crucial to mediate the leadership-performance 

relationship. Another problem with existing studies on leadership is that the results 

depend on the level of analysis. House and Aditya (1997) distinguished between micro-

level research that focuses on the leader in relation to the subordinates and immediate 

superiors, and macro-level research that focuses on the total organization and its 

environment. Tarabishy et al. (2005) suggested that leaders and their leadership style 

influence both their subordinates and organizational outcomes. 

In regard to the financial crisis currently affecting the world, particularly in 

Europe, the interest of studying these relationships between employer and employee 
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has become much more important. These banks and financial institutes have shifted 

their focus on their employees’ performance, which in turn has been extremely effective 

in increasing the institution’s revenue (Awamleh et al., 2005; Bushra, 2011; Cetin et 

al., 2012; Belias, 2013). Furnham (2002) asserted that an appropriate measurement 

outcome from leadership quality is effectiveness reflecting the leader’s efficacy in 

achieving organizational outcomes, objectives, goals and subordinates needs in their 

job. 

On the other hand, transformational leadership may engender trust for followers 

toward the leader because the followers believe that the leader is capable of fulfilling 

the leadership role (Whitener et al., 1998). Such roles involve concern for the personal 

needs of subordinates and behavior that reflects consistency with espoused values (Bass 

1985). Indeed, if the leader appears to lack attention toward welfare, integrity, and/or 

competency for subordinates, they will be unlikely to trust the leader, which 

demotivates cooperation and subsequently, encourages dissatisfaction with the leader 

(Bartram and Casimir, 2007). 

Yukl (2002) argued that transformational and transactional leadership allow 

leaders to achieve two important outcomes in an organization. Transactional leadership 

focuses on the tasks or performance of the firm, such as planning and articulating the 

vision of the organization, monitoring subordinates’ activities and providing necessary 

support (e.g. equipment and technical assistance). Transformational leadership 

indicates the relationship between a leader and subordinates, including being supportive 

and helpful, showing trust and confidence, being friendly and considerate, trying to 

understand subordinates’ problems, showing appreciation for their ideas, and 

recognizing subordinates’ contributions and accomplishments. 

McCloy et al. (1994) argued that performance itself cannot be said to be the 

outcome itself, consequences or the result of behaviors or action but rather performance 

can be said it is the action itself. They argued that performance tends to be 

multidimensional, a situation whereby for any specific-type of job, there tends to be a 

number of substantive performance components that are distinguished in terms of their 

inter-correlations and patterns on co-variation with other variables. Organizational 

performance can also be used to view how an enterprise is doing in terms of level of 
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profit, market share and product quality in relation to other enterprises in the same 

industry. Consequently, it is a reflection of productivity of members of an enterprise 

measured in terms of revenue, profit, growth, development and expansion of the 

organization. 

According to Hunter et al. (2007), leaders’ behaviors affect subordinates actions 

and perceptions, ultimately resulting in some type of desired outcomes. Employees 

require leadership and the leadership impact each of them uniformly. According to 

Hiller et al. (2011), leaders and leadership can affect emotions, most remarkably in 

followers. Thus, it can be inferred that leaders can strongly influence employee 

performance and leader’s communication ability is significant to the employees. 

Leadership is the driving force in the organization of individual, teams and entire 

organization (Kaiser et al., 2008). Leadership enables individuals to be successful. 

DeChurch et al. (2010) supported the fact that the leaders can have positive or negative 

effect on employee performance. 

During the last two decades, companies have shifted their focus on leadership 

in order to provide excellent service to their customers. By upholding these tactics, 

increases in profits have created significant changes in the banking industry. These 

changes have directly affected the banking world. By adopting these new strategies, 

particularly relationship marketing, there has been a huge increase in company yields 

(Durkin and Bennett, 1999). Berry (1984) argued that bank employees should be 

considered by managers as internal customers. According to the study, achieving a 

desirable level of customer satisfaction in the banking industry is not possible without 

concurrently focusing on their employees. 

In the context of Nepal, Shrestha and Mishra (2011) examined the relationship 

between employee's perceptions about their supervisor's leadership styles, employee's 

commitment to organizational change, and their perceptions about organizational 

performance in technology based organization. Likewise, a large telecommunication 

company which has observed major changes in its ownership (government owned 

corporation to public limited company) and frequent changes in its top leadership in the 

recent past. 
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Many studies have been conducted on the impact of leadership styles on 

employee attitudes, behaviors, and organizational performance. However, there are 

very few studies that investigate the interplay between leadership style and 

organizational performance specifically in the context of Nepalese commercial banks. 

It is, therefore, crucial to identify which leadership style is more effective in fostering 

employee commitment to change and enhancing organizational performance. 

Furthermore, it is equally important to determine which element of leadership style is 

a stronger predictor of improved organizational performance and should be prioritized 

for change 

 

1.3 Research question 

Despite the empirical evidence available on the impact of leadership style on 

organizational performance in other countries and Nepal, there is still a lack of 

sufficient evidence on this topic. Therefore, this study aims to address the following 

issues specifically in the context of Nepalese commercial banks: 

i. How do Nepalese commercial bank employees perceive the current 

practices of leadership style? 

ii. What are the employees’ perceived descriptive statistics about the 

organizational performance in Nepalese commercial banks? 

iii. Is there any relation between leadership style (transformational and 

transactional) with organizational performance in Nepalese commercial 

banks? 

iv. What is the effect of transformational leadership style (charisma, 

inspirational motivation and intellectual stimulation) on organizational 

performance in Nepalese commercial banks? 

v. Whether constructive reward and management by exception are 

correlated to organizational performance in Nepalese commercial 

banks? 

vi. To what extent can different types of leadership style influence the 

organizational performance in Nepalese commercial banks? 
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vii. What is the impact of transactional leadership style (constructive reward 

and management by exception) on organizational performance in 

Nepalese commercial banks? 

viii. Which of the factors play an important role in explaining organizational 

performance in Nepalese commercial banks? 

1.3 Objective of the study 

The major objective of the study is to examine the impact of leadership style on 

organizational performance in Nepalese commercial banks. The specific objectives of 

the study are as follows: 

i. To determine the impact of charismatic leadership on organizational 

performance in Nepalese commercial banks. 

ii. To analyze the impact of inspirational motivation and individual consideration 

on organizational performance in Nepalese commercial banks. 

iii. To assess the effect of constructive reward and management by exception on 

organizational performance in Nepalese commercial banks. 

iv. To identify the most influencing factors explaining the organizational 

performance in Nepalese commercial banks. 

1.4 Significance of the study 

Charles Keating (1982) observed that leadership is service in the sense that it 

seeks to meet the needs of one or of the group by performing needed functions. 

Sometime strong directive power is effective leadership such as when a group has lost 

its sense of direction or purpose. Sometimes the group needs to be encouraged and 

supported, at other times it may need to be re-oriented. Individual and group are 

members of an organization in order to achieve certain personal objectives, the extent 

to which they are active members depends on how they are convinced that their 

membership will enable them achieve their predetermined objectives. Therefore, an 

individual will support an organization if he believes that through it his personal 

objectives and goals could be met; if not, the person’s interest will decline. Leadership 

style in an organization is one of the factors that play significant role in enhancing or 

retarding the interest and commitment of the individuals in the organization. Glantz 

(2002) emphasized the need for a manager to find his leadership style. 
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Ashibogwu (2008) noted that one of the reasons for this high failure is lack of 

use of market research to confirm demand and assess suitability of proposed offering 

as well as maintaining high level of customer patronage. Inappropriate leadership style 

could be one of the reasons for high failure of business organizations. Taffinder (2006) 

considered leadership within the context of business enterprise as the action of 

managers of the enterprise to contribute their best to the purpose of the enterprise. This 

study was intended to evaluate the management of leadership style on the performance 

of business organizations, contribute to empirical studies on leadership style and 

business performance, proffer quantitative-based recommendations for policies and 

programs to reposition business enterprises as integral part of the engine of economic 

growth and development. 

The purpose of transformational leadership is to give a business a new lease of 

life (Bhat et al., 2013). Organizational performance is the capability to materialize goals 

like high profits, appropriate financial results, increased market share, superiority of 

products, and survival (Koontz and Donnell, 1993). Various studies have found a 

positive effect of transformational leadership on organizational performance 

(MacKenzie et al., 2001; Garcia-Morales et al., 2008) though there is no consensus 

whether the effect is significant (Obiwuru et al., 2011).  

Leaders with idealized influence portray conviction, trust, present important 

values and purpose, commitment and ethical implications of a decision (Johnson, 

2009).  Organizational performance involves the transformation of inputs to outputs to 

attain particular outcomes (Chen, 2002). Organizational performance is measured by 

the effectiveness of both the leader and employees within the organization (Kunhhert, 

1994). Organizational performance of a firm should be maintained or rather enhanced 

for the better good of the business and the society. 

Leadership in an organization has a strong effect on employees’ attitude about 

their job. The role of leadership in today’s corporate organizations has changed. The 

success of any organization is mostly dependent on an organization’s management team 

and the leadership style used (Saleem, 2015). Today’s organizations need a leader with 

a high influence of power, and one with an extensive overall goal for the company in 

mind. This leader requires commitment and their goal should be to fuel enthusiasm in 
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their employees in order to cultivate the full potential of their talent so that they may 

obtain the organization’s objectives (Colvin, 2004; Steidlmeier, 1999). 

In case of Nepal, we still have to come forward with enough evidences on how 

HR practices enhance compliance and commitment and increase the organizational 

performance. This is essential because very few employers are convincing with the 

specific impact of HR practice on organizational performance (Adhikari and Muller, 

2001). A number of evidences presented in this paper on how HR practices will have 

impact on performance. In case of Nepalese organizations there is evidence that firms 

integrating HR and business strategy are doing better in terms of raising ROE (Gautam 

et al. 2008). 

More importantly, this study is beneficial for leaders and managers in order to 

drive the organization in the pathway of right direction and in the meantime, it is helpful 

to choose the appropriate leadership style for the growth of organizational performance. 

This study is useful not only to banking industry but also to all the firms and institutions 

related to non-banking industry. Besides this, the study can also be a reference for 

academicians for further research on impact of leadership style on organizational 

performance. Hence, the study will serve as an instrument for harnessing the impact of 

leadership in the achievement of organization effectiveness and objectives thereby 

improving organizational performance in banking sectors. 

1.5 Hypotheses 

In this section, the operational definitions of the variables used in this study 

have been discussed. The study attempts to measure the relationship between leadership 

style and organizational performance of commercial banks in Nepal. 

The organizational performance is used as dependent variable and leadership 

style variables are used as independent variables. The brief discussion on how these 

variables have been used or interpreted in this study is presented below: 
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Dependent variable 

Organizational performance 

Armstrong (2004) contended that performance refers to both behaviors and 

results, and adjusting organizational behaviors and actions of work to achieve results 

or outcomes. Behaviors are outcomes in their own right and reactions to the product of 

mental and physical effort applied to tasks. Koontz and Donnell (1993) defined 

organizational performance as the ability of an enterprise to achieve such objectives as 

high profit, quality product, large market share, good financial results, and survival at 

pre-determined time using relevant strategy for action. Performance is a major 

multidimensional construct aimed to achieve results and has a strong link to strategic 

goals of an organization (Mwita, 2000). Alam et al. (2011) also observed that firm 

performance is a multidimensional construct that consists of four elements: customer-

focused performance, including customer satisfaction, and product or service 

performance; financial and market performance, including revenue, profits, market 

position, cash-to-cash cycle time, and earnings per share; human resource performance, 

including employee satisfaction; and organizational effectiveness, including time to 

market, level of innovation, and production and supply chain flexibility. Generally, the 

financial performance of banks and other financial institutions has been measured using 

a combination of financial ratios analysis, benchmarking, measuring performance 

against budget or a mix of these methodologies (Ahmad et al., 2011). The financial 

statements of financial institutions commonly contain a variety of financial ratios 

designed to give an indication of the corporation's performance. They study stated much 

of the current bank performance literature describes the objective of financial 

organizations as that of earning acceptable returns and minimizing the risks taken to 

earn this return (Alam et al., 2011). 

Employee performance 

Performance of the employee is considered as what an employee does and what 

he doesn’t do. Employee performance involves quality and quantity of output, presence 

at work, accommodative and helpful nature and timeliness of output. Yang (2008) 

showed that performance of the individuals cannot be verified. Similarly, the study 

asserted that organizations can use direct bonuses and rewards based on individual 
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performance if employee performance is noticeable. Bishop (1987) investigated 

employee performance and revealed that acknowledgment and recognition and reward 

of performance of employees direct the discrimination between employee productivity. 

Morale and productivity of employees is highly influenced by the effectiveness of 

performance of an organization and its reward management system (Yazıcı, 2008). 

Leadership style is an approach in which the leader uses his or her influence to achieve 

the company’s goals. Many researchers believed that the leadership style of a company 

is mainly affected by the attitude of the leader and he or she plays an important role in 

the productiveness of the employees (e.g. Gadot, 2007; Furkan et al., 2010; Saleem, 

2015). Among the most successful organizations, this use of leadership style is crucial 

in the productiveness of these banks and financial institutions. Financial institutes and 

banks play a mediating role between investors and depositors, and present financial 

services to entrepreneurs in order to give them a loan so that they may start their new 

business (Lawson, 2012).  

Transformational leadership  

The difference between transformational and transactional leadership lies in the 

way of motivating others. A transformational leader’s behavior originates in the 

personal values and beliefs of the leader and motivates subordinates to do more than 

they expect (Bass, 1985). Burns (1978) identified transformational leadership as a 

process where one or more persons engage with others in such a way that leaders and 

followers raise one another to higher levels of motivation and morality. For 

transformational leadership style, the follower feels trust, admiration, loyalty and 

respect towards the leader, and is motivated to do more than what was originally 

expected to do (Bass, 1985; Katz and Kahn, 1978). The transformational leader 

motivates by making follower more aware of the importance of task outcomes, inducing 

them to transcend their own self-interest for the sake of the organization or team and 

activating their higher order needs. As a result, there is an increase in their level of 

performance, satisfaction, and commitment to the goals of their organization 

(Podsakoff et al., 1996). Bass (1990) proposed four behaviors or components of 

transformational leadership to include charisma, inspirational motivation, intellectual 

stimulation, and individual consideration. 
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Charisma 

A large portion of contemporary leadership research has focused on the effects 

of transformational and charismatic leadership on followers’ motivation and 

performance (Avolio, 1999; Bass, 1985; Bass and Avolio, 1997; Conger and Kanungo, 

1988). Hunt (1999) attributed the rejuvenation and continued interest in leadership 

research to the transformational and charismatic leadership models that were emerging 

in the literature during the mid-1980s and into the 1990s, which were being tested 

throughout the educational, psychological, and management literatures (Avolio et al., 

2003). Bass and Avolio (1994) concluded the significant positive effect of charismatic 

leadership style on organizational performance. Charismatic leaders are considered as 

effective leaders. Organizations are adopting charismatic leadership in order to increase 

organizational performance (Agle, 2006). Howell (1992) aimed to explore the impacts 

of ethical and unethical charismatic leaders on the performance of organization and 

how it developed the research was qualitative in nature concluded that development of 

inner ethical values is not an effortless job it involve recognized system of ethical 

behavior plus top executive which apply elevated ethical principles, Charismatic 

behavior also induces followers to go beyond self-interest for the good of the group, 

providing reassurance that obstacles will be overcome, and promoting confidence in 

the achievement and execution influence (Conger and Kanungo, 1987; Howell and 

Frost, 1989). Howell and Avolio (1992) noted charismatic leadership is positively 

correlated with organizational performance. Conger (2000) found that organizational 

and task commitments are a result of charismatic leaders.  Lowe and Gardner (2000) 

revealed that there is a positive relationship between charismatic leadership style and 

organizational performance. Based on it, the study develops following hypotheses: 

H1: There is a positive relationship between charisma and organizational 

performance. 

Inspirational motivation 

Motivation is a procedure that initiates through a physiological or psychological 

want that stimulates a performance that is intended at an objective. It is the concluding 

product of interface among personality behavior and organizational distinctiveness. 

Also motivation is a progression of moving and supporting goal-directed behavior 
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(Chowdhary, 2007). Organizational effectiveness is the net satisfaction of all 

constituents in the process of gathering and transforming inputs into output in an 

efficient manner (Matthew et al., 2005). Leadership is about getting things done the 

right way, to do that you need people to follow you, you need to have them trust you. 

And if you want them to trust you and do things for you and the organization, they need 

to be motivated (Baldoni, 2005). The study implied that leader and followers raise one 

another to higher level of morality and motivation, thereby, enhancing the 

organizational performance (Rukhmani et al., 2010).  If an organization wants to 

improve and be successful, trust plays a significant role so it should always be preserved 

to ensure an organizations existence and to enhance employees’ motivation 

(Annamalai, 2010). According to Maurer (2001), rewards and recognition are essential 

factors in enhancing employee job satisfaction and work motivation which is directly 

associated to organizational achievement. The study concluded that motivation has a 

positive correlation with an organizational performance. An internally satisfied, 

delighted and motivated worker or employee is actually a productive employee in an 

organization which contributes in efficiency and effectiveness of organization which 

leads to maximization of profits (Matthew et al., 2009). According to Nicholls (1988), 

the visionary and inspirational skills of transformational leaders motivate followers to 

deliver superior performance. Berelson and Staines (2003) opined that motivation is an 

inner state that inspires actions as well as direct and channel behavior towards a goal 

influencing a positive impact on organizational performance. Based on it, the study 

develops following hypotheses: 

H2: There is a positive relationship between inspirational motivation and 

organizational performance. 

Intellectual stimulation 

Intellectual stimulation represents an important component of transformational 

leadership. Through intellectual stimulation, transformational leaders encourage 

followers to question their own beliefs, assumptions, and values, and, when appropriate, 

those of the leader, which may be outdated or inappropriate for solving current 

problems (Avolio and Bass, 2004; Sundi, 2013). Anjali and Anand (2015) asserted that 

intellectual stimulation leads to the development of employee commitment to the 
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organization. This, in turn, has implications for the ability of the organization to achieve 

goals based on the dedication and hard work of employees. Leader encourages 

followers to think critically and seek new ways to approach their jobs, resulting in 

intellectual stimulation to increase the organizational performance (Bass et al., 1994). 

Intellectual stimulation leaders stimulate permanent re-examination of the existent 

assumptions, stimulate change in the way of thinking about problems, and plead the use 

of analogy and metaphor (Stone et al., 2004). Elkins and Keller (2003) revealed that 

intellectual stimulation is positively correlated to organizational performance. 

Similarly, Bycio et al. (1995) found that the intellectual stimulation dimension of the 

transformational leadership scale had very strong positive relationships with the 

employee’s performance.  Zacher (2014) considered individualized consideration as a 

process that involves the enthusiasm and capability of a leader to give nurturing support 

to the followers. Cheung and Wong (2010) reported a positive relationship between 

intellectual stimulation leadership styles and employees’ creativity which leads to a 

positive organizational performance.  Based on it, the study develops following 

hypotheses: 

H3: There is a positive relationship between intellectual stimulation and organizational 

performance. 

Transactional leadership  

Transactional leadership involves an exchange process that results in follower 

compliance with leader request but not likely to generate enthusiasm and commitment 

to task objective. The leader focuses on having internal actors perform the tasks 

required for the organization to reach its desired goals (Boehnke et al., 2003). The 

objective of the transactional leader is to ensure that the path to goal attainment is 

clearly understood by the internal actors, to remove potential barrier within the system, 

and to motivate the actors to achieve the predetermined goals (House and Aditya, 1997). 

This also gives the employees a greater sense of appreciation. The objective of the 

transactional leader is to ensure that the path to goal attainment is clearly understood 

by the internal actors, to remove potential barrier within the system, and to motivate the 

actors to achieve the predetermined goals (House and Aditya, 1997). 
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Constructive/contingent reward 

Transactional contingent reward operates at a more explicit, contract-based, 

level by clearly specifying role and task requirements for subordinates, setting 

performance criteria, and providing rewards for effort expenditure, as well as goal 

achievement. Employees are motivated to put effort toward doing their job well to 

achieve a variety of positive outcomes and rewards (Bass, 1985; Avolio et al., 1999; 

Bass et al., 2003; Wang et al., 2011). According to Bass (1998), contingent reward, in 

which the leader provides rewards if followers perform in accordance with contracts or 

expend the necessary effort. Goodwin et al., (2001) revealed that there is a positive 

relationship between constructive reward and employee performance. Such leadership 

focuses on the effort-reward relationship and involves exchanges between leaders and 

subordinates (Walumbwa et al, 2008). Previous studies of transactional attributes 

suggested that constructive rewards influence many satisfaction levels by leadership in 

a positive way (Hater and Bass 1988; Lowe et al. 1996; Judge and Piccolo 2004).  

According to Lowe et al. (1996), transformational leaders have significant contribution 

in improving the organizational performance. They encourage employees to take risk, 

and such risk-taking yields positive effects on performance under uncertain 

environment (Waldman et al., 2001). They inspire and motivate employees to be 

innovative and to achieve difficult goals, and insist employees to approach job problems 

in all the directions and discourage those using traditional methods to derive solutions. 

Active constructive reward helps organizations achieve their current objectives more 

efficiently by linking job performance to valued rewards and by ensuring that 

employees have the resources needed to get the job done (Zhu et al., 2005).  Frese et 

al. (2003) stated that constructive rewards decrease the individual’s likelihood of 

moving on to another company, and simultaneously increase the production of the 

employees. Recently, Jackson et al. (2012) suggested that the leader’s use of 

constructive rewards directly and indirectly influence the extent to which employees 

apply extra effort to accomplish performance. The study concluded that constructive 

reward has a positive influence on organizational performance.  Based on it, the study 

develops following hypotheses: 

H4: There is a positive relationship between constructive/contingent reward and 

organizational performance. 

https://www.ncbi.nlm.nih.gov/pmc/articles/PMC5651821/#B6
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC5651821/#B4
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC5651821/#B9
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC5651821/#B80
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC5651821/#B23
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Management by exception 

In terms of active management by exception, leaders are likely to monitor 

followers’ performance and institute corrective action when deviations from standards 

occur. In passive management by exception, leaders are unlikely to intervene until 

problems become serious (Bass 1997). According to Howell and Avolio (1993), the 

difference between active and passive management by exception lies in the timing of 

the leader’s intervention. That is, active leaders observe follower’s behavior, anticipate 

problems, and institute corrective actions before serious difficulties arise, whereas 

passive leaders wait until problems occur. Passive-management by exception and 

laissez-faire leadership has negative relationships with perceived satisfaction (e.g. 

Dumdum et al., 2002; Judge and Piccolo 2004). Chan (2005) theorized the transactional 

leaders appeal to the subordinates’ self-interests. Transactional leaders attempt to meet 

the current needs of their subordinates through bargaining and exchanging. Both leaders 

and followers focus on achieving the negotiated performance level. The employees’ 

expectations from a work place tend to involve a strong bond with their colleagues and 

their boss. All positive performances and success in any organization are achieved 

while using this method (Avolio and Bass, 2004; Madlock, 2008). Hater and Bass 

(1988) found that non-corrective transactional leadership (i.e., passive-management by 

exception) has a negative relationship with employees’ extra-effort. The study also 

found that subordinates tend to report leaders’ high levels of effectiveness when 

supervisor acquire a specific leadership skills (i.e., active transactional management by 

exception). Belias et al. (2013) revealed that active management by performance has a 

positive relationship with organizational performance. The study concluded that active 

transactional management by exception is positively correlated to organizational 

performance. Based on it, the study develops following hypotheses: 

H5: There is a positive relationship between management-by-exception and 

organizational performance. 

1.6 Rationale of the study 

The study has been organized into five sections. First section contains general 

background of the study including statement of the problem, purpose of the study, 

significance of the study, operational definitions and assumptions and organization of 
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the study. The second section consists of review of literatures related to studies in global 

context as well as the review of Nepalese context, conceptual framework. Besides this 

chapter two ends up with concluding remarks associated with the findings and major 

ideas of the studies. 

The third section covers the research design, description of sample, nature and 

sources of data, methods of data analysis, models used for data analysis, analysis plan 

and limitations of the study. The fourth section focuses on the structure and pattern of 

variables, descriptive statistics, correlation and regression analysis and concluding 

remarks. The fifth section provides a summary of overview on all works carried out in 

chapter one through four including summary, major conclusions, recommendation and 

scope of the study. 

1.7 Limitations of the study 

Although every effort has been made to derive meaningful conclusions from the study, 

there are several significant limitations that must be acknowledged. One major 

limitation is that the study only focused on commercial banks and did not include other 

financial institutions such as development banks, finance companies, insurance 

companies, and mutual funds. Therefore, caution must be exercised in generalizing the 

findings to the broader financial sector. The outcomes of this research are limited to 

commercial banks and cannot be applied to manufacturing and trading businesses. 
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1. Nepal has a total of 21 commercial banks in operation, but the research only 

investigates 5 of them. Consequently, the findings may not be fully 

representative, and including data from all 21 banks would have yielded more 

accurate results. 

2. Since this study relies on primary data collected from respondents on the 

relationship between leadership style and organizational performance, the 

dependability of the study's conclusions is subject to the precision of the 

information provided by the participants. 

3. The data for this study was collected through a questionnaire, but conducting 

interviews could have provided supplementary information that may have 

influenced the results. Therefore, the study outcomes could have been 

impacted by the decision to rely solely on the questionnaire. 

4. This study employs linear models to examine the association between 

dependent and independent variables, which means that non-linear biases have 

not been taken into account. Consequently, the study's scope is constrained, 

and some assumptions may not be met. Furthermore, the study does not address 

autocorrelation and variance errors, which may impact the accuracy of the 

results. 

5. The primary data collected in this study is only from bank employees, which 

means that their perceptions may differ from those of other stakeholders such 

as customers, suppliers, investors, and the community. Therefore, the study's 

findings may not fully represent the perspectives of all relevant stakeholders. 
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Chapter II 

Literature review and theoretical framework 

This chapter includes the literature review, theoretical framework, and 

concluding remarks. The literature review has been organized into three parts; review 

of major studies, review of recent studies and review of Nepalese studies. The 

theoretical framework shows the all dependent and independent variables with their 

relations. The entire study relies on the theoretical framework. So, it is a blueprint for 

the study. Lastly, this chapter includes the concluding remarks indicating the research 

gap after review of the literature. 

The review of literature in this study has been organized as follow: 

2.1 Review of major literature 

2.2 Review of recent literature 

2.3 Review of Nepalese literature 

2.1 Review of major literature 

The major studies including some seminal works have been presented in Table 

1 below. The review on the relationship between leadership style and organizational 

performance covers the period before 2010. 

Table 1: Review of major literature 

Study Major findings 

MacKenzie et 

al. (2001) 

The study revealed a relationship between transformational 

leadership and organizational citizenship behavior/performance. 

Collins (2001) The study concluded that there is a positive relationship between 

leadership and organizational performance. 

Fernandes 

(2004) 

The study revealed a strong effect for transformational leadership 

on satisfaction. 
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MacKenzie et al. (2001) examined a relationship between transformational 

leadership and organizational citizenship behavior/performance. This study examined 

Shelley et al. 

(2004) 

The study revealed that there is a positive relationship between 

transformational leadership theory and team performance. 

Nayak and 

Mishra (2005) 

The study revealed that leadership styles of managers and 

supervisors highly influence the organizational effectiveness. 

Awamleh et al. 

(2005) 

The study revealed that leadership style has a significant positive 

relationship with organizational performance. 

Weichun et al. 

(2005) 

The study found that human–capital-enhancing HRM fully 

mediates the relationship between CEO transformational 

leadership and subjective assessment of organizational outcomes 

and partially mediates the relationship between CEO 

transformational leadership and absenteeism.  

Anastasia 

(2007) 

The study concluded not only the theory that HRM systems have a 

positive impact on organizational performance but also explained 

the mechanisms through which HRM systems improve 

organizational performance. 

Gadot (2007) The study revealed a direct relationship between leadership and 

performance (in role and OCB). 

Pushpanathan 

(2008) 

The study concluded that the relationship-oriented leadership style 

has higher significant effect on firm performance than task-

oriented leadership style and participative leadership style. 

Chien-Wen 

Tsai (2008) 

The study revealed that there is positive relationship between style 

of managerial leadership and employee's job satisfaction in the 

international tourist hotel industry 

Hartmann et al. 

(2010) 

The study showed that an initiating structure leadership style 

affects subordinates’ work-related attitudes through the use of 

objective performance measures. 

https://www.emeraldinsight.com/author/Tsai%2C+Chien-Wen
https://www.emeraldinsight.com/author/Tsai%2C+Chien-Wen
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the impact of transformational and transactional leader behaviors on the sales 

performance and organizational citizenship behaviors of salespeople, as well as the 

mediating role played by trust and role ambiguity in that process. Measures of six forms 

of transformational leader behavior, two forms of transactional leader behavior, trust, 

and role ambiguity were obtained from 477 sales agents working for a large national 

insurance company. Objective sales performance data were obtained for the agents, and 

their supervisors provided evaluations of their citizenship behaviors.  The findings 

validated not only the basic notion that transformational leadership influences 

salespeople to perform “above and beyond the call of duty” but also that 

transformational leader behaviors actually have stronger direct and indirect 

relationships with sales performance and organizational citizenship behavior than 

transactional leader behaviors.  

Collins (2001) analyzed 54 studies on leadership development research from 

1984 — 2000 and determined the extent to which the intended outcomes of those 

leadership development programs focused on organizational performance using meta-

analysis. Burke and Day's analysis, commonly regarded as the principle empirical 

support for the evaluation of the effectiveness of managerial training, found mixed 

results on the effectiveness of programs with only 2 out of 70 studies having 

organizational performance as the explicit outcome. This study confirmed that from a 

sample of available studies organizations have begun to take a more systemic approach 

to leadership development, as 16 of the studies analyzed focused on organizational 

performance as the outcome of the leadership development experience. The empirical 

result concluded that there is a positive relationship between leadership and 

organizational performance. 

Fernandes (2004) assessed the transformational leadership theory among 

managers at functional levels in United Arab Emirates (UAE) international companies. 

The UAE business sector was chosen due to its significance in the regional economy 

and its sizable contributions as the UAE continues to lead its neighboring countries in 

business development and technological advancements. The study examined the effects 

of both transformational and transactional leadership styles of managers/supervisors on 

employees' satisfaction and self-perceived performance. Self-esteem and leadership 

disposition (Romance of Leadership) of employees were hypothesized to act as 
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moderators. Data was collected from employees working in international companies 

operating in the UAE. The empirical results revealed a strong effect for 

transformational leadership on satisfaction. Moreover, the study did challenge the view 

that both leadership styles are necessary conditions for leadership to be operationalized.  

Shelleyet al. (2004) assessed how transformational leadership theory can 

provide a framework in which to investigate a leader's impact on team performance. 

The study determined that idealized influence/inspirational motivation, intellectual 

stimulation and individualized consideration could produce intermediate outcomes 

such as shared vision, team commitment, an empowered team environment and 

functional team conflict. The empirical results concluded that these intermediate 

outcomes positively affect team communication, cohesion and conflict management. 

Thus, the study revealed that there is a positive relationship between transformational 

leadership theory and team performance. 

Nayak and Mishra (2005) examined the impact of leadership styles on 

organizational effectiveness on 10 departments of Rourkela Steel Plant. The study 

revealed that leadership styles of managers and supervisors highly influence the 

organizational effectiveness. 

Awamleh et al. (2005) investigated the transformational leadership style and its 

direct effect on job satisfaction and employees’ performance in UAE banking. The 

UAE banking section has been selected in this study because of its importance in the 

economy and the company’s remarkable contribution in UAE gross domestic product. 

A total of 865 questionnaires were distributed to banks operating in the United Arab 

Emirates. The final sample consisted of 194 respondents.  Data analysis has been 

implemented through the multivariate regression approach. The results of this study 

showed that leadership styles of transactional and transformational have a significantly 

positive effect on employees’ job satisfaction and performance. 

Weichunet al. (2005) examined an integrated theoretical model relating CEO 

transformational leadership, human–capital-enhancing human resource management 

(HRM), and organizational outcomes, including subjective assessment of 

organizational performance, absenteeism, and average sales using a field survey and 

company data of 170 firms in Singapore. The study found that human–capital-
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enhancing HRM fully mediates the relationship between CEO transformational 

leadership and subjective assessment of organizational outcomes and partially mediates 

the relationship between CEO transformational leadership and absenteeism. 

Anastasia (2007) investigated the relationship between systems of HRM 

policies and organizational performance. The study was based on a sample of 178 

organizations operating in the Greek manufacturing sector. A mediation model was 

tested to examine the link between HRM and organizational performance. The results 

of this study supported the hypothesis that the relationship between the HRM systems 

of resourcing–development and reward–relations, and organizational performance, is 

mediated through the HRM outcomes of skills and attitudes. The empirical results not 

only supported the theory that HRM systems have a positive impact on organizational 

performance but also explained the mechanisms through which HRM systems improve 

organizational performance. 

Gadot (2007) examined perceptions of politics among public sector employees 

as a possible mediator between the supervisor's leadership style and formal and 

informal aspects of employees' performance (Organizational Citizenship Behavior – 

OCB) with sample size of 201. The Multifactor Leadership Questionnaire (MLQ) was 

distributed to employees of a public security organization in Israel asking them to 

evaluate their supervisor's style of leadership. The empirical results showed mixed 

findings that only partially support the mediating effect of organizational politics on the 

relationship between leadership, in role performance and OCB. A direct relationship 

between leadership and performance (in role and OCB) was also found. 

Pushpanathan (2008) examined the relationship between the leadership style 

and organizational performance in small scale manufacturing industries in Sri Lanka 

with the total of 1875 questionnaires distributed to the owners and employees of 220 

small scale manufacturing industries those who are registered under the Chambers of 

Commerce in Sri Lanka. The relationship between three leadership styles – task-

oriented, relationship-oriented, and participative – and firm performance were 

discussed through the moderating effect of environmental factors (Industry technology, 

family and non-family controlled firm and firm development stage), and mediating 

effect of decision making, employee turnover, and employee morale. The hypotheses 
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were tested through matched data set. The empirical result showed that leadership styles 

were directly linked to firm performance. The significant correlations were only found 

between leadership styles and organizational performance can assist with the 

understanding of how the leadership style affects the organizational performance in 

family owned small manufacturing enterprises. The study concluded that the 

relationship-oriented leadership style has higher significant effect on firm performance 

than task-oriented leadership style and participative leadership style. 

Chien-Wen Tsai (2008) investigated the correlation between the style of 

managerial leadership and employee's job satisfaction in the international tourist hotel 

industry. After literature reviewing, empirical model and hypotheses were established. 

The study employed the questionnaires to conduct an investigation for employees in 

international tourist hotels so as to collect information. The study surveyed 500 

employees in international tourist hotels by questionnaire. A total of 300 questionnaires 

were returned (73 percent).  The findings expanded the knowledge of human resource 

management and provide some practical suggestions to managers. The study revealed 

that there is positive relationship between style of managerial leadership and employee's 

job satisfaction in the international tourist hotel industry. 

Hartmann et al. (2010) investigated the effects of superiors’ performance 

evaluation behaviors on subordinates’ work-related attitudes. In response to critique on 

the multidimensional nature of the ‘supervisory style’ construct in the RAPM literature, 

the study argued that the two dominant dimensions underlying this construct are 

leadership style and performance measure use. The study developed and tested a path 

model that allowed them to remove the confusion on the effects of leadership style 

(initiating structure and consideration) and performance measure use (objective and 

subjective measures) on managerial work-related attitudes (goal clarity and evaluation 

fairness). The study tested the hypotheses using survey data from 100 middle-level 

managers in 5 organizations. The empirical result showed that an initiating structure 

leadership style affects subordinates’ work-related attitudes through the use of objective 

performance measures. The study also revealed that consideration leadership behavior 

instead only has a direct impact on work-related attitudes. 

 

https://www.emeraldinsight.com/author/Tsai%2C+Chien-Wen
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2.2 Review of recent literature 

The recent studies including some seminal works have been presented in Table 

2.The review on the relationship between leadership style and organizational 

performance covers after 2010. 

Table 2: Review of recent literature 

Study Major findings 

Bushra et al. 

(2011) 

The study showed that transactional leadership has a positive and 

significant effect on the investigated bank employees and their job 

satisfaction, which in turn improves an organizational performance. 

Obiwuru et 

al. (2011) 

The study found out that transactional leadership style had significant 

positive effect on performance while transformational leadership 

style had positive but insignificant effect on performance. 

Zehir et al. 

(2011) 

The study showed that organizational culture seems to be the key to 

leadership types and firm performance. 

Muterera 

(2012) 

The study that leaders who use transformational leadership as their 

primary or dominant leadership style have an impact on 

organizational performance over and beyond the impact of those 

leaders who mostly use transactional style in United States of 

America. 

Akram, et 

al. (2012) 

The study revealed that leadership behaviors are interrelated and have 

high positive impact with employee performance in Pakistan. 

Koech and 

Namusonge 

(2012) 

The results concluded that contingent rewards and active 

management by exception have a positive correlation with 

organizational performance. 

De Jong et 

al. (2013) 

The results showed that top management team behavioral integration 

is related positively to an organization’s productive energy, which in 

turn is related to employees’ increased job satisfaction and decreased 

turnover intentions.  
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Bhat et al. 

(2013) 

The study findings supported transformational leadership theory 

which links transformational leadership to organizational 

performance. 

Ben-

Bernard 

(2013) 

The study revealed that good leadership style enhances employee 

morale and that there is what is known as participatory leadership 

style of management. 

Iscan et al. 

(2014) 

The study revealed that transactional leadership does not have a 

meaningful effect on either perceived organizational performance or 

innovation. On the other hand, transformational leadership does have 

a very meaningful effect on both perceived organizational support and 

innovation. 

Fayyaz et al. 

(2014) 

The study revealed that task and relational leadership style and 

communication competence affect employee performance positively 

and significantly. 

Yusuf 

(2014) 

The study showed that there is a positive significant relationship 

between the application of leadership style and performance of 

business organizations in Nigeria. 

Nasir, et al. 

(2014) 

The study revealed that leadership behaviors are interrelated and have 

high positive impact with organizational performance. 

Saasongu 

(2015) 

The study concluded that transactional leadership style is more 

appropriate in inducing performance in small scale enterprises in 

Makurdi metropolis than transformational leadership style. 

Anjali and 

Anand 

(2015) 

The study revealed that in the presence of intellectually stimulating 

factors, employees are more content with their jobs and their 

commitment to the job is stronger. 

Danişman 

(2015) 

The study showed that leadership has a medium- level effect on 

organizational performance. 
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Iqbal et al. 

(2015) 

The study concluded that the autocratic leadership is useful in the 

short term and democratic leadership style is useful in all time 

horizons.  

Sofi (2015) The study revealed that only transformational leadership style has 

significant direct impact on organizational performance while other 

leadership styles showed insignificant impact. 

Widayanti 

and Putranto 

(2015) 

The study revealed that transactional and transformational leadership 

has positive relationship and it affects to employee performance either 

concurrently or partially. 

Dalluay and 

Jalagat 

(2016) 

The study revealed that leadership style effectiveness of Managers 

and Department Heads has a positive correlation with employees’ job 

Satisfaction and performance. 

Orabi, 

(2016) 

The study concluded that there is positive relationship between 

transformational leadership and organizational performance. 

Fokam 

(2016) 

The study revealed that the transformational leadership style exerted 

a positive and significant effect on the performance of SMEs in 

Cameroon. 

Basit et al. 

(2017) 

The study showed that there is a significant and positive impact of 

democratic and laissez-faire leadership styles on employee 

performance. 

Nazir (2018) The study found significant independent links between leadership 

styles and organizational performance and corporate culture & 

organizational performance. 

 

Bushra et al. (2011) investigated the transformational Leadership technique and 

its effect on employees’ job satisfaction. The study was done on the banking section of 

Lahore, Pakistan—with a statistical population of 133 bank employees. The statistical 

approach of this study has used multi-variable regression. The study showed that 
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transactional leadership has a positive and significant effect on the investigated bank 

employees and their job satisfaction, which in turn improves an organizational 

performance. 

Obiwuruet al. (2011) conducted a study on effects of leadership style on 

organizational performance using selected small scale enterprises in Ikosi-Ketu Council 

Development Area of Lagos State, Nigeria. This study followed a survey design, and 

analysis based on primary data generated through a structured questionnaire 

administered on respondents. Three small-scale enterprises were initially selected 

through stratified random sampling technique, from a total of 18 subjectively identified 

small scale enterprises in area. The enterprises were stratified according to their 

respective industries or activities – water packaging, restaurant/food canteen services, 

and wood finish production. Five respondents were randomly selected from each of 

these three enterprises for a sample size of 15 respondents. The empirical results 

showed that transformational leadership style had positive but insignificant effect on 

performance. The study indicated a positive significant effect of transformational 

leadership on organizational performance but there is no agreement as to whether the 

effect is significant. The study, therefore, concluded that the transactional leadership 

style had significant positive effect on performance while transformational leadership 

style has a positive but insignificant effect on performance. 

Zehir et al. (2011) investigated the relationship of organizational culture types 

and leadership types with firm performance. The main objective of this study was to 

determine whether organizational culture and leadership styles affect organizational 

performance. A survey was carried out on 295 employees who accepted to respond to 

our questionnaires. The research was a conceptual research. Explanatory research 

design was used in the study. And all data used in this research were obtained from 

secondary sources. Simple random sampling technique was used to determine the 

sample size for the research. They were data from the findings of previous research 

works on culture, leadership and performance. The study revealed a link between 

organizational culture types, leadership types and firm performance. The results of this 

study also showed that organizational culture seems to be the key to leadership types 

and firm performance.  
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Muterera (2012) carried out in the United States of America, examined whether 

transformational leadership styles of leaders in governmental settings augment the 

impact of transactional leadership on public sector organizational performance. Data 

was collected from chief executives in 372 county governments in the United States. 

Overall, the results showed that transformational leadership behaviors have a 

significant impact or organizational performance. In addition, the study showed that 

leaders who use transformational leadership as their primary or dominant leadership 

style have an impact on organizational performance over and beyond the impact of 

those leaders who mostly use transactional style in United States of America. 

Akram et al. (2012) examined the relationship between leadership behaviors 

and organizational performance in Pakistan with sample size of 1000, where 500 

questionnaires were distributed to managers and another 500 to employees of various 

private and public sector companies in 66 cities through random selection. Non-

probability sampling technique was used in this study. Two questionnaires were 

designed for managers and employees. Questions were related to leadership behaviors 

and organizational performance. Correlation analysis and regression analysis were 

applied to analyze the relationship and the effect of leadership behaviors on 

performance. The empirical results revealed that leadership behaviors are interrelated 

and have high positive impact with employee performance. 

Koech and Namusonge (2012) investigated the main effects of leadership styles 

on organizational performance at state-owned corporations in Kenya. The objective was 

to determine the impact of laissez-faire, transactional and transformational leadership 

styles on organizational performance at state-owned corporations in Kenya. A 

descriptive survey research based on the perceptions of middle and senior managers in 

30 state-owned corporations based in Mombasa, Kenya was undertaken. A structured 

self-completed research questionnaire was thereafter distributed and collected after one 

week. This study concluded that contingent rewards and active management by 

exception have a positive correlation with organizational performance. 

Uchenwamgbe (2013) examined effects of leadership styles on organizational 

performance in small and medium scale enterprises in Lagos state.  The main objective 

was to examine the effect leadership styles on the performance of SMEs in Nigeria. The 
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study adopted the descriptive survey design using percentages and chi-square (X2) on 

hypothesis and questions formulated. The study revealed that good leadership style 

enhances employee morale where both employers and employees take decisions that 

have positive impact on the growth of the organization and good welfare facilities for 

the employees. 

De Jong et al. (2013) assessed that transformational leadership strengthened 

organization by creating an environment of motivation for the employees. This 

motivated and energized employee enables them to achieve institutional goals hence 

increasing performance at large. The study tested the hypotheses in a dataset containing 

the responses of 191 top management team members and 5048 employees from 63 

organizations by using structural equation modeling. The empirical results showed that 

top management team behavioral integration is positively correlated to an organizations 

‘productive energy which is ultimately related to employees’ increased job satisfaction 

and decreased turnover intentions.  

Bhat et al. (2013) explained that transformational leadership encompasses the 

process which changes and transforms individuals through an exceptional form of 

influence on followers to achieve surplus compared to what is usually expected of them 

and aims to give a business a new lease of life. The study established the effect of 

transformational leadership on the performance of audit firms and a corresponding 

hypothesis was formulated and tested. The study targeted all the 45 employees of MK 

Certified Public Accountants audit firm in Kenya and all of them responded. The study 

adopted a descriptive research design. The study showed that transformational 

leadership affects performance of audit firms. The empirical results revealed that 

transformational leadership style has a positive correlation with organizational 

performance. 

Ben-Bernard (2013) assessed the effects of leadership styles on organizational 

performance in small and medium scale enterprises in Lagos state. The main objective 

was to examine the effect leadership styles on the performance of SMEs in Nigeria. 

Explorative qualitative research of the case study was used. A sample size of 200 

respondents was selected from 20 registered small and medium scale enterprises 

(SMEs) in Lagos State. The two main technique employed in gathering the data were 
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questionnaire survey and interviews. The findings of the study revealed that good 

leadership style enhances employee morale and that there is what is known as 

participatory leadership style of management where both employers and employees 

take decisions. The study revealed that leadership style has a positive impact on the 

growth of the organization and good welfare facilities for the employees. 

Fayyaz et al. (2014) examined the effect of task oriented and relational 

leadership style on employee performance and moderating effect of communicator 

competence. Data collected from 200 full time working employees through 

questionnaires, incorporating leadership style, employee performance and 

communicator competence. Correlation and regression analysis was employed to 

examine the relationship, association and effect of the variables on each other. The 

empirical results indicated a strong, positive and significant association between 

supervisor's communication competence, task and relational leadership styles and 

employee performance. Further regression results also showed that task and relational 

leadership style and communication competence affect employee performance 

positively and significantly. 

Yusuf (2014) focused on the management of leadership style as an approach for 

organizational performance and effectiveness in Nigeria with sample elements of 100 

respondents. The study was conducted in Federal capital territory, Abuja, North-central 

Nigeria with the use of questionnaire and interview to collect data that was statistically 

analyzed using regression model with the use of statistical package for social science 

(SPSS).The empirical result of the study showed that there is a positive and significant 

relationship between the application of leadership style and performance of business 

organizations in Nigeria. 

Iscan et al. (2014) examined the effect of transformational/transactional 

leadership on innovation and organizational performance. Data in the study were 

collected from a sample of managerial staff working in Turkish SME's. 118 

organizations accepted to participate and fill out the research questionnaire.  The 

obtained data were analyzed using SPSS Version20. The study revealed that 

transactional leadership does not have a meaningful effect on either perceived 

organizational performance or innovation. On the other hand, transformational 
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leadership does have a very meaningful effect on both perceived organizational support 

and innovation. 

Nasir et al. (2014) assessed the impact of leadership styles on organizational 

performance among IPTA Academic Leaders in Klang Valley area in Malaysia. The 

study used correlation methods to measure the relationship between leadership styles 

and organizational performance. Five public universities in Selangor were chosen. 201 

academic leaders were chosen as the sample size. The questionnaire prepared in a form 

of closed-ended questions. Pilot test were used to test the consistency of questionnaire. 

The empirical results revealed that leadership behaviors are interrelated and have high 

positive impact with organizational performance. 

Saasongu (2015) examined the relationship between transactional leadership 

style and organizational performance. The main objective was to determine the effect 

of leadership Style on organizational performance in Small and Medium Scale 

enterprises in Makurdi metropolis of Benue State, Nigeria with reference to Water First 

Rehoboth Limited, Steam Fast Restaurant and Panet Technologies Limited. Data was 

collected from a population and sample of 70 staff of the organizations and analyzed 

with Friedman’s Chi-Square statistics using the Statistical Package for Social Sciences. 

The study concluded that transactional leadership style is more appropriate in inducing 

performance in small scale enterprises in Makurdi metropolis than transformational 

leadership style. 

Anjali and Anand (2015) emphasized that intellectual stimulation enables the 

development of employees and their commitment to organizational success. The 

primary objective was to analyze the relationship between the perceived levels of job 

commitment and intellectually stimulating factors. A cross-sectional study was 

conducted on a sample size of 150 IT professionals across six companies in Bangalore 

and Mysore regions, Karnataka. The perceived levels of job commitment in the 

presence and absence of intellectually stimulating factors were tested using parametric 

approach. The outcome of the study revealed that in the presence of intellectually 

stimulating factors, employees are more content with their jobs and their commitment 

to the job is stronger. 
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Danişman (2015) examined the effect of leadership on organizational 

performance was examined in this meta-analysis study. A total of 270 research studies, 

with 101,232 participants, were included in this study to examine the magnitude of the 

effect size of leadership on organizational performance. The analysis results of the 

random effect model showed that leadership has a medium level effect on 

organizational performance. 

Iqbal et al. (2015) investigated the effect of leadership styles practiced in an 

organization and their effect on employee performance. The CEO’s and employees of 

Al-Ghazi tractor factory was the sample unit of the research. The purpose of this study 

was to understand the effect of different leadership styles autocratic, democratic, and 

participative style- on employee performance. The objectives that guided the study 

were; to investigate the effect of autocratic leadership styles affect employee 

performance, to investigate the effect of democratic leadership styles on performance 

and to analyze the effect of participative leadership styles on employee performance in 

an organization. The study followed the qualitative approaches; data were gathered 

from secondary sources. The results concluded that the autocratic leadership is useful 

in the short term and democratic leadership style is useful in all time horizons and 

participation leadership style is most useful in long term and effect on employees is 

positive. 

Sofi (2015) assessed the impact of leadership styles (transformational, 

transactional, participative, supportive and instrumental) on organizational 

performance of select banking organizations in Jammu and Kashmir, India. The model 

was tested on 290 respondents consisting of branch heads, Executive Level and Senior 

Staff of Banking Sector Organizations in the State of Jammu and Kashmir, (India). The 

findings revealed that only transformational leadership style has significant direct 

impact on organizational performance while other leadership styles showed 

insignificant impact. Moreover, the transformational leadership was the more dominant 

form of leadership style prevailing in the concerned banking organizations of Jammu 

and Kashmir, India. 

Widayanti and Putranto (2015) analyzed the relationship between 

transformational leadership and transactional leadership style on employee 

https://www.omicsonline.org/open-access/effects-of-leadership-style-on-health-care-organizational-performance-a-survey-of-selected-tertiary-care-hospital-in-karachi-pakis-2162-6359-1000333.php?aid=70987
https://www.omicsonline.org/open-access/the-importance-of-motivation-factors-on-employee-performance-in-kosovo-municipalities-2332-0761-1000152.php?aid=58230
https://www.omicsonline.org/open-access/the-importance-of-motivation-factors-on-employee-performance-in-kosovo-municipalities-2332-0761-1000152.php?aid=58230
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performance in Indonesia. The sample size used by the researcher was 92.  This study 

consisted of primary and secondary data. Primary data was collected through 

multifactor leadership questionnaire (MLQ) based on solving theory method. 

Secondary data was collected from the office assessment of employee performance. 

The empirical results revealed that transactional and transformational leadership has 

positive relationship and it affects to employee performance either concurrently or 

partially. 

Dalluay and Jalagat (2016) carried out a study on impacts of leadership style 

effectiveness of managers and department heads to employees’ job satisfaction and 

performance on selected small-scale businesses in Cavite, Philippines. The sample size 

used is 150. Survey questionnaires were designed to study the effects of manager 

leadership styles on employees’ performance and satisfaction. Weighted mean were 

used to survey questionnaires on leadership styles, and correlation coefficient and 

multiple regression were used to study the relationship between variables on leadership 

style, job performance and job satisfaction. The results concluded that leadership style 

effectiveness of managers and department heads has a positive correlation with 

employees’ job satisfaction and performance. So, corporations should constantly make 

the most of leadership style which enhances employees’ performance and employee job 

satisfactory level even though there is still rooms for improvements. 

Orabi (2016) explained that transformational leadership has garnered 

considerable attention in the literature because of its potential implications for the 

performance of the organization. The study indicated that this type of leadership can 

collectively impact employee behavior and commitment leading to improvements in 

the work climate and knowledge sharing. When combined, these changes can positively 

influence the performance of the organization. A total of 249 surveys were distributed. 

The empirical results indicated that while transformational leadership and three of its 

components i.e. inspirational motivation, intellectual stimulation, and individual 

consideration did contribute to 81.6 percent of the variance in organizational 

performance; idealized influence was not a significant factor contributing to this 

outcome. Therefore, the study suggested to the leaders to focus on these elements of 

transformational leadership to improve outcomes for organizational performance. 
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Fokam (2016) examined the relationship between leadership style and 

performance of small and medium size enterprises in Cameroon. The study followed a 

hypothetical deductive methodology through which primary data was collected through 

the multi factor leadership questionnaire which was administered on 114 workers form 

38 SMEs in 5 major towns in the southwest region The empirical results showed that 

the transformational leadership style exerted a positive and significant effect on the 

performance of SMEs in Cameroon, while the transactional leadership style exerted a 

positive and significant impact on performance. This study suggested that in order to 

achieve organizational performance, managers should use the transformational 

alongside with the transactional leadership style since a combination of the two 

leadership style will permit the enterprise to attain performance beyond expectations. 

Basit et al. (2017) assessed the impact of democratic and laissez-faire leadership 

styles on employee performance with the descriptive analysis research. The study 

showed that there is a significant and positive impact of democratic and laissez-faire 

leadership styles on employee performance. Moreover, the study also revealed that 

autocratic leadership has a negative significant impact on employee performance. 

Nazir (2018) assessed the impact of leadership styles and culture combined 

together on the organization performance. This study using data from 217 employees 

of 3 service sector companies located in the Sultanate of Oman with an overriding 

objective of studying the links between leadership styles, corporate culture and 

organizational performance. Two well established questionnaires i.e. measures of 

organizational culture and leadership styles were used in gathering the primary data. 

The study found that leadership styles and culture combined together influenced the 

organizations' performance significantly. The empirical results clearly indicated that 

the association between leadership styles and organizational performance is 

significantly mediated by the overall corporate culture prevalent in the organizations 

studied. Moreover, the study found significant independent links between leadership 

styles and organizational performance and corporate culture and organizational 

performance. 
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2.3 Review of Nepalese literature 

The major Nepalese studies including some seminal works have been presented 

in Table 2.3. This section deals with the review of Nepalese studies on the impact of 

leadership style on organizational performance. 

Table 3: Review of Nepalese literature 

Study Major findings 

Shrestha (2006) The study revealed that performance evaluation and reward system 

variable has positive correlation with return on equity (ROE). 

Adhikari and 

Gautam (2010) 

The study found that human resource development is positively 

correlated with organizational management practices. 

Shrestha and 

Mishra (2011) 

The study revealed that there is a significant relationship between 

leadership styles, employee’s commitment to change, and 

organizational performance. 

Shrestha (2012) The study concluded that the importance of transformational 

leadership style in achieving desired individual and organizational 

level outcomes. 

Pandey (2016) The study concluded that employee participation and rewards are 

positively correlated with job satisfaction, employee fairness 

perception and organizational commitment. 

Gyawali (2017) The study revealed that increased employee participation makes a 

positive effect on job satisfaction of Nepalese banking employees. 

 

Shrestha (2006) assessed the impact of performance evaluation and reward 

system variable on return on equity (ROE). The findings showed that performance 

evaluation and reward system variable has positive correlation with return on equity 

(ROE). At the same time, the study reported that ROE is significantly and positively 

correlated to effective and continuous commitment and employee satisfaction is closely 

related to all the HR practices components where more specifically, work related 

satisfaction is highly correlated with the work environment and climate. 
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Adhikari and Gautam (2010) showed that firm’s competitiveness depends on its 

capacity to manage performance and improve the development of the skills and 

competencies of employees – creating a learning environment. Although the Nepalese 

economy has embraced an open market policy and is attempting to join the global 

market, competitive advantage is being hindered by a failure to address human resource 

development (HRD) and by poor performance management (PM) practices. In order to 

manage PM in Nepalese organizations, a clear link between organizational objectives 

and outcomes should be established by developing a human capital base in 

organizations. The study revealed that HRD professionals help to integrate HRD 

functions and organizational objectives by creating a learning environment. 

Shrestha and Mishra (2011) investigated the interrelationships between 

leadership styles, employee’s commitment to change, and organizational performance 

in the Nepalese context. For this cross-sectional study, data were collected from 

employees working in a large technology-based organization. Regression analyses were 

employed to test the hypothesized relationships. The findings suggested that there is a 

significant relationship between leadership styles, employee’s commitment to change, 

and organizational performance. The regression analyses of the study showed that 

transformational leadership is a strong predictor of employee’s commitment to change 

and improved organizational performance.  

Shrestha (2012) attempted to examine the relationship between leadership styles 

and employee and organizational outcomes in a Nepali telecommunication company. It 

proposed and tested a model suggesting direct relationship between leadership styles 

and employees' satisfaction with the leader, leader effectiveness, and work-unit 

effectiveness as well as the mediating effect of satisfaction with the leader on the 

relationships between leadership styles and leader effectiveness and work-unit 

effectiveness. Bass and Avolio’s multifactor leadership questionnaire (MLQ) 5X 

(short) was used to measure leadership styles and employee’s satisfaction with the 

leader. The sample consisted of 115 employees working in a Nepali telecommunication 

company. Structural Equation Modeling was employed to test the hypothesized 

relationships. Path analysis results indicated that (1) transformational leadership is 

positively related with outcomes; (2) transformational leadership is the stronger 

predictor of employee’s satisfaction with the leader, leader effectiveness and work-unit 
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effectiveness than transactional leadership; (3) the relationship between 

transformational leadership and leader effectiveness and work unit effectiveness were 

partially mediated by employee’s satisfaction with the leader. Consistent with the 

findings of previous studies, the findings of this study clearly indicated that 

transformational leadership style significantly contribute to leader effectiveness and 

work-unit effectiveness and gives more satisfaction to the subordinates. These findings 

highlighted the importance of transformational leadership style in achieving desired 

individual and organizational level outcomes. 

Pandey (2016) investigated the impact of employee participation on job 

satisfaction, employee fairness perception and organizational commitment in Nepalese 

commercial banks. The major objective of the study was to examine how employee 

participation affects three outcomes i.e. job satisfaction, employee fairness perception, 

and organizational commitment. The study was based on primary data with total of 160 

structured questionnaires were distributed to employees of the 15 commercial banks. 

The simple linear regression models have been employed in this study to analyze the 

relationship between employee participation and its determinants. The study showed 

that employee participation and rewards are positively correlated to job satisfaction, 

employee fairness perception, and organizational commitment. 

Gyawali (2017) attempted to examine the relationship between employee 

participation and job satisfaction in Nepalese commercial banks for which four 

Nepalese commercial banks i.e. two each from government and private sectors were 

selected as the sample. Based on primary data, the study adopted a questionnaire survey 

on 200 employees from the assistant to manager levels of the sample organizations and 

it received response from altogether 146 respondents (73 percent). Based on 

explanatory research design, the study showed that that there is positive relationship 

between employee participation and job satisfaction in Nepalese banks. The findings 

revealed that employee participation is an important determinant of job satisfaction. 

Increased employee participation makes a positive effect on job satisfaction of Nepalese 

banking employees. 
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2.4 Conceptual framework 

A conceptual framework is a structure designed to establish a relationship 

between independent and dependent variables. Its purpose is to create conceptual 

distinctions and organize ideas in a meaningful way. A robust conceptual framework 

accurately captures real-world phenomena in a manner that is easy to understand and 

apply. It is considered an intermediate theory that aims to connect all aspects of inquiry, 

including problem definition, purpose, literature review, methodology, data collection, 

and analysis. Conceptual frameworks function like maps that bring coherence to 

empirical inquiry, and they take different forms depending on the research question or 

problem. Because they are closely related to empirical inquiry, conceptual frameworks 

play an essential role in research. 

The main objective of this research is to examine how leadership style affects 

the performance of commercial banks in Nepal. In this study, the performance of the 

organization is considered the dependent variable, while the independent variables are 

charisma, inspirational motivation, intellectual stimulation, constructive/contingent 

reward, and management by exception. By using these variables, the study aims to 

evaluate the influence of leadership style on the organizational performance of 

Nepalese commercial banks. Additionally, the study constructs a framework that 

highlights the relationships between the various aspects of organizational performance 

and the factors that determine them. As shown in figure. 2.1. 

 

Figure 1: Conceptual framework showing impact of leadership style on 

organizational performance of Nepalese commercial banks. 
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The framework presented above illustrates how various variables, including 

charisma, inspirational motivation, intellectual stimulation, constructive/contingent 

reward, and management by exception, are linked to both organizational performance 

and different leadership styles. Through this study, the relationship between the 

dependent variable (organizational performance) and the independent variables can be 

examined and better understood. 

Charisma 

Charisma, or idealized influence or attributes, is characterized by vision and a 

sense of mission, instilling pride in and among the group, and gaining respect and trust 

(Humphreys and Einstein, 2003).Cicero and Pieria (2007) stated that charismatic 

leaders empower employee’s subordinates and followers as a result of which employees 

feels motivated and they realize self-worth which results in job satisfaction and 

commitment which leads to efficiency and then organizational performance. Ethical 

charismatic leaders are responsible for making optimistic changes that motivate their 

followers and provide them with the right direction to achieve the organizational goals. 

In order to do this effectively, leaders must be both loyal and productive. The style of 

charismatic leadership is unique in that it gathers groups of people through the leader's 

personality and appeal. 

Inspirational motivation 

Broussard and Garrison (2004) defined motivation simply as those elements that 

push an individual to act or not to act. Davies (2005) suggested that the concept of 

motivation entails what goes on inside a person that results certain behaviors. The study 

concluded that creating a work place environment in which adequate motivation is 

sustained has a positive impact on employee performance. This is because employee 

motivation is the core of the field of an organization’s behavior and a high level of 

motivation encourages employees to be highly productive and perform better at their 

jobs. Inspirational motivation is usually a companion of charisma and is concerned with 

a leader setting higher standards, thus becoming a sign of reference.  Motivation can, 

therefore, be said to be at the heart of how innovative and productive things get done 

within an organization (Bloisi et al., 2003). 
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Intellectual stimulation 

Avolio and Bass (2004) described an intellectually stimulating leader as one 

who can discern, comprehend, conceptualize, and articulate to their associates the 

opportunities and threats facing their organization and its strengths, weaknesses, and 

comparative advantages.  Ishaq (2008) reported that intellectual stimulation leader is 

the one that shows the degree to which he provides encouragement to his subordinates 

to be creative in looking at old problems in new ways, create an environment that is 

tolerance of seemingly extreme positions, and nurture people to question their own 

values and beliefs and those of an organization. Leaders who challenge the status quo 

and stimulate their followers’ effort to be innovative, motivate creativity and challenge 

the old ways of doing as part of their regular job are exercising intellectually stimulate 

part of transformational leadership (Ahanger, 2009). 

Constructive/Contingent reward 

Affective identification is thought to be associated with positive feelings about 

organizational membership, and affective commitment has been shown to be associated 

with the experience of more positive affective states at work (Albert et al., 1998; 

Herrbach, 2006). It was, therefore, anticipated that transactional contingent reward is 

positively related to affective identification beyond the effect of transformational 

leadership behaviors. In these exchanges, transactional leaders clarify the roles 

employees must play and the task requirements they must meet. A less common form 

of transactional leadership involves promises or commitments that are rooted in 

"exchangeable" values such as respect and trust. Employees can build a base level of 

trust in the leader as he or she reliably executes what has been agreed to over time (Bass 

et al., 2003). 

Management by exception 

Transactional leaders are those who recognize the constituents of associates’ 

satisfaction arising from their activities, and then encourage subordinates to achieve 

those goals by offering rewards and/or sanctions (Bass and Avolio, 1997). Active 

management-by-exception means the leader, after monitoring the follower’s 

performance, takes corrective action if the follower fails to meet standards. As noted 

https://www.ncbi.nlm.nih.gov/pmc/articles/PMC5651821/#B1
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC5651821/#B31
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by Howell and Avolio (1993), active leaders monitor follower behavior, anticipate 

problems, and take corrective actions before the behavior causes serious difficulties.  

Organizational performance 

Albrecht and Andreetta (2011) stated that performance is the extent to which an 

organization achieves a set of pre-defined targets that are unique to its mission. The 

success or failure of an organization is greatly influenced by its leadership style. There 

are numerous literature on management that discuss various leadership styles and 

frameworks, including autocratic leadership, bureaucratic leadership, charismatic 

leadership, transactional leadership, and transformational leadership, which are all 

based on different approaches to leadership. Each of these leadership styles has a 

different impact on organizational performance; some styles can help organizations 

succeed, while others can hinder their growth and lead to failure. 

2.5 Summary of the reviewed literature 

Several studies have been conducted, mostly involving multiple banks, to 

investigate the influence of leadership style on organizational performance. The current 

study aims to analyze the impact of five independent variables, namely charisma, 

inspirational motivation, intellectual stimulation, constructive/contingent reward, and 

management by exception, on the organizational performance of Nepalese commercial 

banks. 

The current study aims to investigate the influence of leadership style on the 

organizational performance of Nepalese commercial banks. The review of various 

literature indicates that several studies have been conducted in different periods 

regarding leadership style and its impact on organizational performance, with varying 

results. Although many studies have been conducted on this topic in the international 

context, there is a significant research gap in the Nepalese context, which this study 

aims to fill. 

This study is important because it fills a significant gap in the literature, and its 

findings can contribute to the existing body of knowledge. Considering the research 

gaps, particularly in the context of Nepal, this study proposes a framework to identify 

the key factors that influence organizational performance in Nepalese commercial 

banks, including charisma, inspirational motivation, intellectual stimulation, 

constructive/contingent reward, and management by exception.  However, the study is 
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limited to only a few domains in leadership style in Nepal, which makes it challenging 

to gather the necessary information for this study.  Nevertheless, this study is expected 

to stimulate more research in this direction by filling the gap in examining the impact 

of leadership style on organizational performance. 

The purpose of this study is to investigate the impact of leadership style on 

organizational performance in Nepalese commercial banks.  Literature review indicates 

that several studies have been conducted in different periods on leadership style and its 

impact on organizational performance, but countries like Nepal are lacking such 

studies. Even if studies are found in the Nepalese context, there are several issues 

related to them.  Therefore, this study aims to analyze the impact of leadership style on 

organizational performance of Nepalese commercial banks using more recent data to 

contribute to the literature on this topic. 
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Chapter III 

Research methodology 

Research methodology is a systematic approach to solving a problem or 

answering a research question. It involves the scientific study of how research is carried 

out and provides a framework for the study. Researchers follow a set of procedures for 

explaining, clarifying, and predicting phenomena. Before presenting the analysis and 

interpretation of data, it is important to describe the study methodology. Research 

methodology describes the methods and processes applied in all aspects of the study 

and help to address systematic problems. It is used to collect information and data and 

outlines the overall plan for the study. The methodology may include various 

techniques such as literature review, interviews, surveys, and other research methods 

and can involve both present and historical information. 

The research methodology chapter is essential for any research study, as it 

outlines the step-by-step process that the researcher will follow to conduct the research, 

collect and analyze data, and draw conclusions. The methodology helps ensure that the 

study is conducted in a systematic and rigorous manner, and that the data collected is 

reliable and valid. The chapter also provides a clear framework for other researchers to 

replicate the study, or to build upon the findings. 

The methodology section is a crucial part of any research study as it outlines the 

approach, process and tools used to collect and analyze data, and draw conclusions.  By 

presenting a detailed methodology, researchers can ensure the transparency, reliability 

and validity of their findings. 

3.1 Research Design 

The causal comparative research design has been employed in this study to 

establish the cause and effect relationship between personality style and organizational 

performance of Nepalese commercial banks. This research design involves the 

comparison of two or more groups on a particular variable of interest. It is also known 

as ex post facto research design because the researcher does not have control over the 

independent variable as it has already occurred. In this study, the independent variable 

is leadership style and the dependent variable is organizational performance. The study 

compares the leadership style of Nepalese commercial banks with their respective 

organizational performance to determine the relationship between them. 
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Furthermore, this study uses both primary and secondary sources of data. The 

primary data is collected through a structured questionnaire survey, and the secondary 

data is collected from various published and unpublished sources such as books, 

journals, reports, and websites.  The sample size for this study consists of 110 

employees of Nepalese commercial banks who are selected through stratified random 

sampling technique. The stratified random sampling technique ensures that the sample 

is representative of the population of Nepalese commercial banks. 

In conclusion, this study employs both qualitative and quantitative research 

approaches, a descriptive research design and causal comparative research design, 

primary and secondary sources of data, and a stratified random sampling technique. 

These research methods are chosen to ensure the accuracy and reliability of the results 

obtained and to fulfill the objectives of the study. 

Kendall's Tau correlation is a non-parametric statistic that measures the strength 

and direction of the association between two variables. It is used when the variables 

being analyzed are ordinal or non-normally distributed. In this study, it is used to 

measure the relationship between the independent variables (charisma, inspirational 

motivation, individual consideration, contingent reward, and management by 

exception) and the dependent variable (organizational performance) in Nepalese 

commercial banks. The results of the correlation analysis will provide insights into the 

strength and direction of the relationship between the variables, which will help in 

developing and testing the study hypotheses. 

3.2 Population and sample 

The study is based on primary and secondary sources of data from commercial 

banks of Nepal. Primary data were gathered from the 100 respondents. The primary 

data were used to extract the information from the employees regarding the leadership 

style of employees and its impact on organizational performance in Nepalese 

commercial banks. The study used convenience sampling to tract the respondents for 

the study. The convenience sampling was considered to be appropriate as this technique 

is the best way to reach the respondents due to resource constraints, time and money. 

Similarly, the sampling technique assumes a homogeneous population which means the 

member of population poses similar characteristics. The target population for the study 

is the entire employees working in Nepalese commercial banks. 
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This study includes 100 respondents from 5 commercial banks within 

Kathmandu valley. The level of employees taken as respondents in the study falls under 

assistant level, officer level, manager level and senior manager level. For the analysis 

of factors affecting organizational performance in Nepalese commercial banks, 110 

questionnaires were distributed to the respondents and 100 were collected. For data 

collection, one of the non-probabilistic techniques i.e. convenience has been used. 

Convenience sampling is one of the type of non-probability based on which they think 

would be appropriate for the study. A set of questionnaires shown in appendix was 

prepared and distributed to the employees of 5 commercial banks within Kathmandu 

valley.  

Table 4 shows the list of sample commercial banks selected for the study and number 

of respondents. 

Table 4: Number of commercial banks selected for the study along with number 

of respondents 

S.N. Name of the commercial banks Number of respondents 

1 Nabil Bank Limited 21 

5 Kumari Bank Limited 33 

7 Sanima Bank Limited 15 

8 Machhapuchchhre Bank Limited 17 

21 Citizens Bank International Limited 14 

Total number of respondents 1 

Thus, the study is based on 100 respondents. 

3.3 Study variables 

In research, a variable can be a person, place, thing, or phenomenon that is being 

measured in some manner. To distinguish between a dependent and an independent 

variable, it is helpful to consider the implied meaning conveyed by the terminology 

used to describe the variable. Independent variable used in the study are: 

1. Charisma 

2. Inspirational motivational  

3. Intellectual stimulation/Individual consideration 
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4. Constructive/contingent reward 

5. Management by exception 

Dependent variable is: 

1. Employee performance 

3.4 Instrumentation and tools 

3.4.1 Instrumentation 

The study is based on primary and secondary sources of data. This section 

elaborates on how data were collected to carry out this study. Without any data, nothing 

can be studied. The variables used in the study are categorized into independent 

variables (charisma, inspirational motivation, intellectual stimulation, 

constructive/contingent reward and management by exception) and dependent 

variables. 

The purpose of the structural survey is to gather data about how leadership style 

affects the performance of an organization. The initial section of the survey focuses on 

gathering demographic information such as age, education level, and job position. This 

portion of the survey is used for descriptive analysis of the participants. The second 

section of the survey is designed to assess the effects of different factors on 

organizational performance. Each factor that impacts organizational performance is 

assessed using 5 statements, with each statement being measured on a Likert scale. The 

scale used in the survey is a 5-point Likert scale, where 1 indicates a strong agreement 

and 5 indicates a strong disagreement. The degree of agreement or disagreement for 

each statement is used to evaluate the respondents' perception of that particular 

statement. The second part of the questionnaire includes multiple statements related to 

charisma, inspirational motivation, intellectual stimulation, constructive/contingent 

reward, and management by exception as they relate to organizational performance. 

These variables were utilized to identify the leadership style of employees that has an 

impact on organizational performance. This approach was taken to establish and 

comprehend the nature, strength, and forms of the relationship between various factors 

and organizational performance. The reliability of the data has been evaluated by 

calculating Cronbach’s alpha. 
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3.4.2 Tools 

The software SPSS 23version is used to analyze both primary and secondary 

data. A comprehensive file is created in the beginning, followed by defining the 

variables and their labels and inputting their values. The statistical and econometric 

models used for analyzing the primary and secondary data involve descriptive, 

correlation, and regression methods of analysis. The descriptive statistics includes 

mean, standard deviation, minimum, and maximum values of the variables, which are 

used to explain the characteristics of the sample firms. The correlation analysis is 

employed to measure the direction and magnitude of the relationship between the 

dependent and independent variables. The regression analysis is used to determine the 

influence of independent variables on the dependent variable, both solely and in 

combination with other variables. Various statistical tests of significance, such as t-test 

and F-test, are conducted to validate the model, as well as detect and analyze linear 

regression. All models are tested for individual effects by running an F-test using the 

statistical package for social science (SPSS 23). 

3.5 Data collection procedure 

The aim of this study is to gain insight into the perceptions of the respondents 

on the influence of leadership style on the performance of Nepalese commercial banks. 

To obtain the necessary information, a structured questionnaire has been utilized and 

distributed to the employees of Nepalese commercial banks. The questionnaire was 

created specifically for this study and was collected in person from the offices of sample 

banks.  

 

3.6 Data analysis plan and procedure 

The econometric models utilized in this study aim to analyze the relationship 

between the selected leadership style and organizational performance variables. The 

least square regression model is employed in this study to examine the empirical 

relationship between the effects of leadership style on the organizational performance 

of Nepalese commercial banks. This section provides an overview of how the collected 

data is utilized for the study. The questionnaire was prepared with the aid of Google 

docs and sent through mail and messenger to the managers and other employees of the 

bank, who were then requested to complete the questionnaire. The method of data 
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analysis comprises four sections. The first section pertains to the analysis of primary 

data, which includes a summary of descriptive statistics related to the general 

information of the respondents, such as age, gender, academic qualifications, 

experience, and position. 

The second section of data analysis involves an examination of the descriptive 

statistics, such as the mean and weighted average values of the five influencing factors 

- charisma, inspirational motivation, intellectual stimulation, constructive/contingent 

reward, and management by exception - that are used to characterize the sample during 

the period. The study also employs percentage frequency distribution and mean-scores 

of the responses to the Likert scale items. 

The third section focuses on Pearson's correlation analysis, which is used to 

explore the relationship between different leadership factors and organizational 

performance in Nepalese commercial banks. 

The fourth and final section of data analysis involves regression analysis of the 

primary data. Regression models are used to estimate the relationship between the 

dependent variable, i.e., organizational performance, and the independent factors. The 

collected data is analyzed using the software SPSS. 

After collecting responses from the respondents, the data is coded and tabulated 

into an SPSS worksheet. SPSS is used to analyze the results of the questionnaire and 

interpret the findings. Various tools, such as frequencies, descriptive statistics, casual 

comparative and reliability analysis (Cronbach's alpha), are employed to derive the 

results. 

The p-value is used to check the level of significance of the different statements 

of leadership style and organizational performance. 

Therefore, the following model equation is designed to test the hypothesis based 

on the conceptual framework, where the dependent variable, i.e., organizational 

performance, takes the following form: 

Organizational performance= f (CH, IM, IS, IR, CR, MBE) 

More specifically, the given model has been segmented into the following models: 
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Model 1. 

EP= β 0+ β1CH + β2IM + β3 IS+ β4 CR + β5 MBE + e 

In the above regression model, the dependent variable is the employee 

performance indicated by EP. The impact of charisma, inspirational motivation, 

intellectual stimulation, constructive reward and management by exception on 

organizational performance is tested. 

Model 2: 

ROE= β 0+ β1 CH + β2 IM + β3 IS+ β4 CR + β5 MBE + e 

In the above model, the dependent variable is the return on equity. The impact 

of charisma, inspirational motivation, intellectual stimulation, constructive reward and 

management by exception on organizational performance is tested. 

Where,  

EP= Employee performance 

ROE= Return on equity  

CH= Charisma 

IM= Inspirational motivation 

IS= Intellectual stimulation 

CR= Constructive/contingent reward 

MBE= Management by exception 

β0 is the constant term and β1, β2, β3, β4and β5are the coefficients of variables. 
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Chapter IV 

Findings of the study and result 

In this chapter, the primary data collected for the study is systematically and 

orderly presented and analyzed, utilizing various statistical and regression models 

previously described in the earlier chapter. The chapter is divided into three sections. 

The first section focuses on presenting and analyzing the primary and secondary data, 

specifically the results of the questionnaire survey. The main objective of this section 

is to interpret and analyze the data collected during the study. The second section is 

dedicated to analyzing the regression model, which includes correlation analysis. 

Finally, the third section provides concluding remarks based on the findings from both 

the primary and secondary data analysis. 

4.1 Presentation and analysis of data 

The main focus of this study is the examination of the impact of leadership style 

on organizational performance in Nepalese commercial banks through the analysis of 

primary and secondary data. Both qualitative and quantitative aspects are considered. 

The study employs a questionnaire survey to collect data from various groups of 

employees. This section presents the findings of the primary and secondary data 

analysis. 

To investigate the relationship between leadership style and organizational 

performance in Nepalese commercial banks, a questionnaire survey was conducted. 

The questionnaire consisted of both multiple-choice and Likert-scale questions, and a 

total of 192 respondents were surveyed and analyzed in line with the study's objective. 

The respondents' profiles, as well as their personal characteristics and survey results, 

are presented in the following sections. To conduct a thorough analysis of the data, 

percentage, frequency, mean value, and weighted average mean value were calculated. 
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4.1.1 Respondent’s profile 

In this study, an analysis of the primary data is conducted, starting with a 

discussion of the respondents' profile. Understanding the demographic characteristics 

of the respondents is crucial in comprehending their perceptions and reliability within 

the organization. Therefore, this section provides an overview of the respondents' 

profiles, including their personal characteristics such as gender, age group, academic 

qualifications, designation, and work experience. Table 5 presents the demographic 

characteristics of the respondents. 
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Table 5: Demographic characteristics of the respondents 

Respondents’ detail No of responses Percentage (%) 

Gender   

Male 53 53.1 

Female 47 46.9 

Total 100 100 

Age group(in years)   

Below 25 33 33.9 

26-30 51 51.0 

31-35 12 12.0 

36-40 3 2.6 

41-45 1 0.5 

Above 46 years 0 0 

Total 100 100 

Academic qualification   

Intermediate level 1 0.5 

Bachelor’s degree 47 46.9 

Master’s degree 52 52.6 

Ph.D. degree 0 0 

Total 100 100 

Designation   

Assistant 58 58.9 

Officer  28 28.1 

Manager 12 11.5 

Senior Manager 2 1.6 

Total 100 100 

Work experience   

Less than 2 years 50 57.8 

2- 5 years 30 30.7 

5-10 years 18 9.9 

Above 10 years 2 1.6 

Total 100 100 

Source: Field Survey, 2022 
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Out of the 110 questionnaires distributed to the employees of commercial banks, only 

100 respondents completed and returned them. The respondents comprised 58 assistant-

level employees, 28 officers, 12 managers, and 2 senior managers. The majority of the 

responses were from assistant-level employees, while the number of responses from 

officers, managers, and senior managers was comparatively lower. This section 

provides an analysis of the demographic characteristics of the respondents, including 

their gender, age, academic qualifications, work experience, and designation. 

Gender information 

Gender is an important variable in expressing and giving the responses about 

the problem. Thus, the variable gender was investigated for the study. The classification 

of the respondents by gender is presented in the Figure 4.1. The figure shows that 

majority of the respondents are male (53 percent) followed by female respondents (46 

percent). 

Figure 2: Classification of respondents by gender

 

 

Age information 

Age of the respondent plays a crucial role in understanding the views about the 

particular problems. The age of the respondent is categorized into five groups i.e. under 

25 years, 26-30 years, 31-35 years, 36-40 years, 41-45 years, and above 46 years. The 
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classification of respondents by age in terms of percent is shown in figure 4.2. Figure 

4.2 shows that majority of the respondents (51 percent) are between the age group 26-

30 years followed by (33 percent) below the age 25, (12 percent) between the age group 

of 31-35 years and (3 percent) in the age group of 36-40 years. 

Figure 3: Classification of respondents by age 

 

Academic qualification 

Education is one of the most important characteristics the affect the person’s 

attitude and their decision taking behavior. Therefore, the educational background of 

the respondents should be known which makes great impact on the leadership style. 

The education level of the respondents is categorized into four groups i.e. intermediate, 

under graduate, graduate and post graduate. The classification of the respondents by 

education level in terms of number and percent is shown in Figure 4. 

The figure shows that majority of the respondents (52 percent) hold  master’s 

degree which is followed by bachelor’s degree held by 47 percent of total respondents. 

However, only 1 percent holds intermediate level. 
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Figure 4: Respondents classified by academic qualification 

 

 

Designation information 

The designation of the respondents is categorized into four levels i.e. assistant 

level, officer, manager and senior manager. The classification of the respondents by 

designation is presented in Figure 4.4. The figure shows that the higher portion of the 

respondents (58 percent) hold the position of assistant followed by officer (28 percent), 

manager (12 percent) and senior manager (2 percent) is shown in Figure no .5 
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Figure 5: Respondents classified by designation 

 

 

Work experience information 

Work experience is any experience that a person gains while working in a 

specific field. The work experience of the respondents is categorized into four groups 

i.e. less than 2 years, 2-5 years, 5-10 years and above 10 years. The classification of the 

respondents by work experience in terms of number and percent is shown in Figure 6. 

Figure 6: Classification of respondents by work experience 

 

The figure shows that large number of the respondents (50 percent) have less 

than 2 years of experience followed by the respondents having 2-5 years of job 
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experience (30 percent), 5-10 years of job experience (18 percent) and rest having above 

10 years of job experience (2 percent). 

4.1.2Employee perception on charisma, inspirational motivation, intellectual 

stimulation, constructive reward and management by exception 

This section provides the information on the employee perception on the level 

of selected leadership style. The respondents were asked to present their view on 

selected aspects of charisma, inspirational motivation, intellectual stimulation, 

constructive reward and management by exception within their working organization. 

Table 6 presents the opinions of respondents regarding charismatic leadership style of 

respondents from selected Nepalese commercial banks. 

Table 6: Employee perception on charisma 

 

(The table shows the percentage, frequency and mean of the employees’ perception 

regarding their charismatic leadership style. The statement is measured in five point 

Likert scales. 1 as strongly agree, 2 as agree, 3 as neither agree nor disagree, 4 as 

disagree and 5 as strongly disagree.) 

Note the figure inside bracket denotes percentage. 

Charisma is one of the important determinants of leadership style. The 

respondents were asked questions regarding their view on different statements under 

charismatic leadership style.  

S.N Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

1. I go beyond 

self- interest 

for the good of 

the group. 

Non 

Officer 

level 

5 

(12.8) 

23 

(58.97) 

7 

(17.95) 

3 

(7.69) 

1 

(2.56) 

Officer 

level 

8 

(13.11) 

38 

(62.30) 

12 

(19.67) 

2 

(3.28) 

1 

(1.64) 

Total 13 61 19 5 2 
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When the respondent were asked whether they can go beyond self-interest for 

the group majority of respondents (61 percent) agree on the statement, where officer 

level (62.30 percent) and non-officer level (58.97 percent), while (19 percent) of the 

respondents are neutral, where officer level (19.67 percent) and non-officer level (17.95 

percent). Whereas the correlation coefficient is 0.99677. It indicates that the employees 

go beyond self- interest for the good of the group. The average mean value of the 

statement is 2.22. 

Table 7: Employee perception on charisma 

 

Regarding the responses on the statement “I consider the moral and ethical 

consequences of decisions.”  Large number of respondents (50 percent) agree on the 

statement, where officer level (41.27 percent) and non-officer level (32.43 percent). (38 

percent) of the respondents are neutral, where officer level (9.52 percent) and non-

officer level (10.81 percent). Whereas 13 percent respondents agree on the statement, 

in which 49.21 percent is officer level and 51.35 is non officer level. The correlation 

coefficient is 0.98017. It indicates that the employees consider the moral and ethical 

consequences of decisions. The average mean value of the statement is 1.65. 

 

 

S.N Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

2. I consider the 

moral and 

ethical 

consequences 

of decisions. 

 

Non 

Officer 

level 

19 

(51.35) 

12 

(32.43) 

4 

(10.81) 

1 

(2.70) 

1 

2.7 

Officer 

level 

31 

(49.21) 

26 

(41.27) 

6 

(9.52) 

0 

(0) 

0 

(0) 

Total 13 50 38 10 1 
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Table 8: Employee perception on charisma 

 

Similarly, majority of the respondents (53 percent) opine that make others feel 

good to be around them where officer level (54.10 percent) and non-officer level (51.28 

percent). 25 percent of the respondents are neutral, where officer level (26.23 percent) 

and non-officer level (23.08 percent). Whereas 20 percent respondents strongly agree 

on the statement, in which (19.67 percent) is officer level and (20.51 percent) is non 

officer level. The correlation coefficient is 0.99753. It indicates that the employees 

consider that they make others feel good to be around them. The average mean value 

of the statement is 2.1 

 

 

 

 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

3. I make others 

feel good to 

be around me. 

Non 

Officer 

level 

8 

(20.51) 

20 

(51.28) 

9 

(23.08) 

1 

(2.56) 

1 

(2.56) 

Officer 

level 

12 

(19.67) 

33 

(54.10) 

16 

(26.23) 

0 

(0) 

0 

(0) 

Total 20 53 25 1 1 
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Table 9: Employee perception on charisma 

 

Similarly, majority of the respondents (54 percent) opine others have complete 

faith in them where officer level (58.73 percent) and non-officer level (45.95 percent). 

(23 percent) of the respondents are neutral, where officer level (24.32 percent) and non-

officer level (22.22 percent). Whereas 20 percent respondents strongly agree on the 

statement, in which (19.05 percent) is officer level and (21.62 percent) is non officer 

level. The correlation coefficient is 0.97786. It indicates that the employees consider 

that others have complete faith in them. The average mean value of the statement is 

2.09 

 

 

 

 

 

 

 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagre

e 

Strongly 

Disagree 

4. Others have 

complete 

faith in me. 

Non 

Officer 

level 

8 

(21.62) 

17 

(45.95) 

9 

(24.32) 

3 

(8.11) 

0 

(0) 

Officer 

level 

12 

(19.05) 

37 

(58.73) 

14 

(22.22) 

0 

(0) 

0 

(0) 

Total 20 54 23 3 0 



83 

 

Table 10: Employee perception on charisma 

Similarly, majority of the respondents (57 percent) opine others are proud to be 

associated with them where officer level (59.70 percent) and non-officer level (51.52 

percent). (25 percent) of the respondents are neutral, where officer level (23.88 percent) 

and non-officer level (27.27 percent). Whereas 17 percent respondents strongly agree 

on the statement, in which (16.42 percent) is officer level and (18.18 percent) is non 

officer level. The correlation coefficient is 0.991. It indicates that the employees 

consider that others have complete faith in them. The average mean value of the 

statement is 2.1  

Table 11: Employee perception on charisma 

 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

5. Others are 

proud to be 

associated 

with me 

Non 

Officer 

level 

6 

(18.18) 

17 

(51.52) 

9 

(27.27) 

1 

(33.33) 

0 

(0) 

Officer 

level 

11 

(16.42) 

40 

(59.70) 

16 

(23.88) 

0 

(0) 

0 

(0) 

Total 17 57 25 1 0 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

6. I treat each 

subordinate 

as an 

individual 

with different 

needs 

abilities and 

aspiration. 

Non 

Officer 

level 

7 

(18.42) 

21 

(55.26) 

9 

(23.68) 

1 

(2.63) 

0 

(0) 

Officer 

level 

12 

(19.4) 

34 

(38.7) 

16 

(25.8) 

0 

(0) 

0 

(0) 

Total 19 55 25 1 0 
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Similarly, majority of the respondents (55 percent) agree that they treat each 

subordinate as an individual with different needs abilities and aspiration where officer 

level (38.7 percent) and non-officer level (55.26 percent). 25 percent of the respondents 

are neutral, where officer level (25.8 percent) and non-officer level (23.68 percent). 

Whereas 19 percent respondents strongly agree on the statement, in which (19.4 

percent) is officer level and (18.42 percent) is non officer level. The correlation 

coefficient is 0.99712. It indicates that the employees treat each subordinate as an 

individual with different needs abilities and aspiration. The average mean value of the 

statement is 2.08. 

Table 12: Employee perception on charisma 

 

Likewise, majority of the respondents (57 percent) agree that they treat each 

subordinate as an individual with different needs abilities and aspiration where officer 

level (60.60 percent) and non-officer level (50 percent). (25 percent) of the respondents 

are neutral, where officer level (24.24 percent) and non-officer level (24.47 percent). 

Whereas 16 percent respondents strongly agree on the statement, in which (15.15 

percent) is officer level and (17.64 percent) is non officer level. The correlation 

coefficient is 0.99374. It indicates that the employees value the importance of mutual 

trust among members .The average mean value of the statement is 2.14. 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

7. I value the 

importance of 

mutual trust 

among 

members 

Non 

Officer 

level 

6 

(17.64) 

17 

(50) 

9 

(24.47) 

1 

(2.940 

1 

(2.94) 

Officer 

level 

10 

(15.15) 

40 

(60.60) 

16 

(24.24) 

0 

(0) 

0 

(0) 

Total 16 57 25 1 1 
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Table 13: Employee perception on inspirational motivation 

 

(The table shows the percentage, frequency and mean of the employees’ perception 

regarding their inspirational motivation. The statement is measured in five point Likert 

scales. 1 as strongly agree, 2 as agree, 3 as neither agree nor disagree, 4 as disagree 

and 5 as strongly disagree.) 

The table indicates that majority of the respondents (56 percent) strongly agree 

that they are able to talk optimistically about the future where (58.33 percent) are officer 

level and (52.5 percent) are non-officer level, whereas (25 percent) of the respondents 

strongly agree that they are able to talk optimistically about the future where (22.50 

percent) non officer level and (26.66 percent) officer level. Likewise, (17.0 percent) are 

neutral to the statement where (25 percent) are non-officer and 11.66 percent are officer 

level. The correlation coefficient is 0.9459. It indicates that the employees talk 

optimistically about the future. The average mean value of the statement is 1.96. 

 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

1. I talk 

optimistically 

about the 

future. 

Non 

Officer 

level 

9 

(22.50) 

21 

(52.5) 

10 

(25) 

0 

(0) 

0 

(0) 

Officer 

level 

16 

(26.66) 

35 

(58.33) 

7 

(11.66) 

2 

(3.33) 

0 

Total 25 56 17 2 0 
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Table 14: Employee perception on inspirational motivation 

 

The table indicates that majority of the respondents (52 percent) agree that they 

are able to talk enthusiastically about what needs to be accomplished where (53.33 

percent) are officer level and (50.0 percent) are non-officer level, whereas (35 percent) 

of the respondents strongly agree that they are able to talk enthusiastically about what 

needs to be accomplished where (32.5 percent) non officer level and (36.66 percent) 

officer level. Likewise, (10.0 percent) are neutral to the statement where (10.0 percent) 

are non-officer and (10.66 percent) are officer level. The correlation coefficient is 

0.9964. It indicates that the employees talk enthusiastically about what needs to be 

accomplished. The average mean value of the statement is 1.82 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

2. I talk 

enthusiastical

ly about what 

needs to be 

accomplished

. 

Non 

Officer 

level 

13 

(32.5) 

20 

(50) 

4 

(10) 

2 

(5) 

1 

(2.5) 

Officer 

level 

22 

(36.66) 

32 

(53.33) 

6 

(10) 

0 

(0) 

0 

(0) 

Total 35 52 10 2 1 
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Table 15: Employee perception on inspirational motivation 

 

The table indicates that majority of the respondents (52 percent) agree that they 

are able to provide appealing images about what we can do. Where (52.45 percent) are 

officer level and (51.28 percent) are non-officer level, whereas (15 percent) of the 

respondents strongly agree that they are able to provide appealing images about what 

we can do. Where (15.38 percent) non officer level and (14.75 percent) officer level. 

Likewise, (25 percent) are neutral to the statement where (25.64 percent) are non-

officer and (24.59 percent) are officer level. The correlation coefficient is 0.9984. It 

indicates that the employees are able to provide appealing images about what we can 

do. The average mean value of the statement is 2.28. 

 

 

 

 

 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

3. I provide 

appealing 

images about 

what we can 

do. 

Non 

Officer 

6 

(15.38) 

20 

(51.28) 

10 

(25.64) 

2 

(5.12) 

1 

(2.56) 

Officer 

9 

(14.75) 

32 

(52.45) 

15 

(24.59) 

4 

(6.55) 

1 

(1.63) 

Total 15 52 25 6 2 
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Table 16: Employee perception on inspirational motivation 

 

The table indicates that large number of the respondents (49 percent) agree that 

they are able to help others find meaning in their work where (49.18 percent) are officer 

level and (48.71 percent) are non-officer level, whereas (19 percent) of the respondents 

strongly agree that they are able to help others find meaning in their work where (17.94 

percent) non officer level and (19.67 percent) officer level. Likewise, (25 percent) are 

neutral to the statement where (25.64 percent) are non-officer and (24.59 percent) are 

officer level. The correlation coefficient is 0.9957. It indicates that the employees are 

able to help others find meaning in their work. The average mean value of the statement 

is 2.21. 

Table 17: Employee perception on inspirational motivation 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

4. I help others 

find meaning 

in their work 

Non 

Officer 

7 

(17.94) 

19 

(48.71) 

10 

(25.64) 

2 

(5.12) 

1 

(2.56) 

Officer 

12 

(19.67) 

30 

(49.18) 

15 

(24.59) 

4 

(6.55) 

0 

(0) 

Total 19 49 25 6 1 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

5. I express 

confidence 

that goals will 

be achieved. 

 

Non 

Officer 

10 

(25.64) 

19 

(48.71) 

6 

(15.8) 

3 

(7.69) 

1 

(2.56) 

Officer 

16 

(26.22) 

32 

(52.45) 

11 

(18.03) 

1 

(1.63) 

1 

(1.63) 

Total 26 51 17 4 2 
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The table indicates that majority of the respondents (51 percent) agree that they 

are able to express confidence that goals will be achieved, where (52.45 percent) are 

officer level and (48.71 percent) are non-officer level, whereas (26 percent) of the 

respondents strongly agree that they are able to express confidence that goals will be 

achieved., where (25.64 percent) non officer level and (26.22 percent) officer level. 

Likewise, (17.0 percent) are neutral to the statement where (15.8 percent) are non-

officer and (18.03 percent are officer level. The correlation coefficient is 0.9909. It 

indicates that the employees are able to express confidence that goals will be achieved. 

The average mean value of the statement is 2.05. 

Table 18: Employee perception on inspirational motivation 

 

The table indicates that majority of the respondents (55 percent) agree that they 

are able to express how achieving goal can benefit the group where (56.45 percent) are 

officer level and (52.63 percent) are non-officer level, whereas (19 percent) of the 

respondents strongly agree that they are able to express how achieving goal can benefit 

the group where (18.42 percent) non officer level and (19.35 percent) officer level. 

Likewise, (20.0 percent) are neutral to the statement where (18.42 percent) are non-

officer and (20.96 percent) are officer level. The correlation coefficient is 0.9954. It 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

6. I express how 

achieving 

goal can 

benefit the 

group 

 

Non 

Officer 

7 

(18.42) 

20 

(52.63) 

7 

(18.42) 

3 

(7.89) 

1 

(2.63) 

Officer 

12 

(19.35) 

35 

(56.45) 

13 

(20.96) 

2 

(3.22) 

0 

Total 19 55 20 5 1 
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indicates that the employees are able to express how achieving goal can benefit the 

group. The average mean value of the statement is 2.14. 

Table 19: Employee perception on intellectual stimulation 

 

(The table shows the percentage, frequency and mean of the employees’ perception 

regarding their intellectual stimulation. The statement is measured in five point Likert 

scales. 1 as strongly agree, 2 as agree, 3 as neither agree nor disagree, 4 as disagree 

and 5 as strongly disagree.) 

The table indicates that majority of the respondents (54 percent) agree that they 

are able to let others know how I think where (53.22 percent) are officer level and (55.26 

percent) are non-officer level, whereas (17 percent) of the respondents strongly agree 

that they are able to let others know how I think where (15.78 percent) non officer level 

and (17.74 percent) officer level. Likewise, (18.0 percent) are neutral to the statement 

where (18.42 percent) are non-officer and (17.74 percent) are officer level. The 

correlation coefficient is 0.9983. It indicates that the employees are able to let others 

know how I think. The average mean value of the statement is 2.28. 

 

 

 

 

 

 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

1. I let others kn

ow how I thin

k 

Non 

Officer 

6 

(15.78) 

21 

(55.26) 

7 

(18.42) 

2 

(5.26) 

2 

(5.26) 

Officer 
11 

(17.74) 

33 

(53.22) 

11 

(17.74 

4 

(6.45) 

3 

(4.83) 

Total 17 54 18 6 5 
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Table 20: Employee perception on intellectual stimulation 

 

The table indicates that large number of the respondents (48 percent) agree that 

they are able to help others to develop their strengths where (55.55 percent) are officer 

level and (39.13 percent) are non-officer level, whereas (27 percent) of the respondents 

strongly agree that they are able to help others to develop their strengths where (21.73 

percent) non officer level and (31.48 percent) officer level. Likewise, (19.0 percent) are 

neutral to the statement where (26.08 percent) are non-officer and (12.6 percent) are 

officer level. The correlation coefficient is 0.9047. It indicates that the employees are 

able to help others to develop their strengths. The average mean value of the statement 

is 2.06. 

Table 21: Employee perception on intellectual stimulation 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

2. I help others 

to develop 

their 

strengths. 

Non 

Officer 

10 

(21.73) 

18 

(39.13) 

12 

(26.08) 

4 

(8.69) 

2 

(4.34) 

Officer 

17 

(31.48) 

30 

(55.55) 

7 

(12.6) 

0 

(0) 

0 

(0) 

Total 27 48 19 4 2 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

3. I seek 

differing 

perspectives 

when solving 

problems. 

Non 

Officer 

6 

(15.38) 

21 

(53.84) 

8 

(20.51) 

2 

(5.12) 

2 

(5.12) 

Officer 

10 

(16.39) 

36 

(59.01) 

13 

(21.31) 

2 

(3.27) 

0 

(0) 

Total 16 57 21 4 2 
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The table indicates that majority of the respondents (57 percent) agree that they 

are able to seek differing perspectives when solving problems. Where (59.01 percent) 

are officer level and (53.84 percent) are non-officer level, whereas (16 percent) of the 

respondents strongly agree that they are able to seek differing perspectives when 

solving problems where (15.38 percent) non officer level and (16.39 percent) officer 

level. Likewise, (21.0 percent) are neutral to the statement where (20.51 percent) are 

non-officer and (21.31 percent) are officer level. The correlation coefficient is 0.9975. 

It indicates that the employees are able to seek differing perspectives when solving 

problems. The average mean value of the statement is 2.19. 

Table 22: Employee perception on intellectual stimulation 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

4. I consider an 

individual’s 

needs, 

abilities, and 

aspirations of 

others. 

Non 

Officer 

6 

(13.63) 

21 

(47.72) 

14 

(31.81) 

3 

(6.81) 

0 

(0) 

Officer 

11 

(19,.64) 

35 

(62.5) 

8 

(14.28) 

2 

(3.57) 

0 

(0) 

Total 17 56 22 5 0 
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The table indicates that majority of the respondents (56 percent) agree that they 

are able to consider an individual’s needs, abilities, and aspirations of others where 

(62.5 percent) are officer level and (47.72 percent) are non-officer level, whereas (17 

percent) of the respondents strongly agree that they are able to consider an individual’s 

needs, abilities, and aspirations of others, where (13.63 percent) non officer level and 

(19.64 percent) officer level. Likewise, (22.0 percent) are neutral to the statement where 

(31.81 percent) are non-officer and (14.28 percent) are officer level. The correlation 

coefficient is 0.8849. It indicates that the employees are able to consider an individual’s 

needs, abilities, and aspirations of others. The average mean value of the statement is 

2.15. 

Table 23: Employee perception on intellectual stimulation 

 

The table indicates that majority of the respondents (57 percent) agree that they 

are able to suggest new ways of looking at how to complete assignments, where (60.34 

percent) are officer level and (52.38 percent) are non-officer level, whereas (23.0 

percent) of the respondents strongly agree that they are able to suggest new ways of 

looking at how to complete assignments, where (19.04 percent) non officer level and 

(25.86 percent) officer level. Likewise, (13.0 percent) are neutral to the statement where 

(21.48 percent) are non-officer and (6.89 percent) are officer level. The correlation 

coefficient is 0.9305. It indicates that the employees are able to suggest new ways of 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

5. I suggest new 

ways of 

looking at 

how to 

complete 

assignments. 

Non 

Officer 

8 

(19.04) 

22 

(52.38) 

9 

(21.48) 

3 

(7.14) 

0 

(0) 

Officer 

15 

(25.86) 

35 

(60.34) 

4 

(6.89) 

2 

(3.44) 

2 

23.44 

Total 23 57 13 5 2 
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looking at how to complete assignments. The average mean value of the statement is 

2.06. 

Table 24: Employee perception on intellectual stimulation 

 

The table indicates that majority of the respondents (56 percent) agree that they 

are able to let feel that they can help and assist on the assignment of each individual. 

Where (57.14 percent) are officer level and (47.72 percent) are non-officer level, 

whereas (18 percent) of the respondents strongly agree that they are able to let feel that 

they can help and assist on the assignment of each individual where (13.63 percent) non 

officer level and (21.42 percent) officer level. Likewise, (20.0 percent) are neutral to 

the statement where (27.27 percent) are non-officer and (14.28 percent) are officer 

level. The correlation coefficient is 0.9141. It indicates that the employees are able to 

let feel that they can help and assist on the assignment of each individual. The average 

mean value of the statement is 2.16. 

 

 

 

 

 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

6. I let feel that I 

can help and 

assist on the 

assignment of 

each 

individual. 

Non 

Officer 

6 

(13.63) 

21 

(47.72) 

12 

(27.27) 

4 

(9.09) 

1 

(2.27) 

Officer 

12 

(21.42) 

35 

(57.14) 

8 

(14.28) 

0 

(0) 

1 

(1.78) 

Total 18 56 20 4 2 
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Table 25: Employee perception on constructive reward 

(The table shows the percentage, frequency and mean of the employees’ perception 

regarding their constructive reward. The statement is measured in five point Likert 

scales. 1 as strongly agree, 2 as agree, 3 as neither agree nor disagree, 4 as disagree 

and 5 as strongly disagree.) 

The table indicates that large number of the respondents (39 percent) agree that 

they are able to tell others what to do if they want to be rewarded for their work, where 

(41.37 percent) are officer level and (35.71 percent) are non-officer level, whereas (25 

percent) of the respondents strongly agree that they are able to tell others what to do if 

they want to be rewarded for their work where (23.80 percent) non officer level and 

(25.86 percent) officer level. Likewise, (22.0 percent) are neutral to the statement where 

(19.04 percent) are non-officer and (23.13 percent) are officer level. The correlation 

coefficient is 0.978. It indicates that the employees are able to tell others what to do if 

they want to be rewarded for their work. The average mean value of the statement is 

2.03. 

 

 

 

 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

1. I tell others 

what to do if 

they want to 

be rewarded 

for their 

work. 

Non 

Officer 

10 

(23.80) 

15 

(35.71) 

8 

(19.04) 

5 

(11.90) 

4 

(9.52) 

Officer 

15 

(25.86) 

24 

(41.37) 

14 

(23.13) 

3 

(5.17) 

2 

(3.44) 

Total 25 39 22 8 6 
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Table 26: Employee perception on constructive reward 

 

The table indicates that large number of the respondents (44 percent) agree that they 

are able to provide recognition/rewards when others reach their goals, where (51.85 

percent) are officer level and (34.78 percent) are non-officer level, whereas (15 percent) 

of the respondents strongly agree that they are able to provide recognition/rewards 

when others reach their goals, where (10.86 percent) non officer level and (18.51 

percent) officer level. Likewise, (35.0 percent) are neutral to the statement where (45.65 

percent) are non-officer and (25.92 percent) are officer level. The correlation coefficient 

is 0.7659. It indicates that the employees are able to provide recognition/rewards when 

others reach their goals. The average mean value of the statement is 2.33. 

 

 

 

 

 

 

 

 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

2. I provide 

recognition / 

rewards when 

others reach 

their goals. 

Non 

Officer 

5 

(10.86) 

16 

(34.78) 

21 

(45.65) 

3 

(6.52) 

1 

(2.17) 

Officer 

10 

(18.51) 

28 

(51.85) 

14 

(25.92) 

2 

(3.70) 

0 

(0) 

Total 15 44 35 5 1 
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Table 27: Employee perception on constructive reward 

 

The table indicates that majority of the respondents (51 percent) agree that they 

are able to call attention to what others can get for what they accomplish, where (50.0 

percent) are officer level and (52.63 percent) are non-officer level, whereas (17 percent) 

of the respondents strongly agree that they are able to call attention to what others can 

get for what they accomplish, where (15.78 percent) non officer level and (17.74 

percent) officer level. Likewise, (22.0 percent) are neutral to the statement where (21.05 

percent) are non-officer and (22.58 percent) are officer level.  The correlation 

coefficient is 0.9963. It indicates that the employees are able to call attention to what 

others can get for what they accomplish. The average mean value of the statement is 

2.27. 

 

 

 

 

 

 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

3. I call 

attention to 

what others 

can get for 

what they 

accomplish. 

Non 

Officer 

6 

(15.78) 

20 

(52.63) 

8 

(21.05) 

3 

(7.89) 

1 

(2.63) 

Officer 

11 

(17.74) 

31 

(50) 

14 

(22.58) 

5 

(8.06) 

1 

(1.61) 

Total 17 51 22 8 2 
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Table 28: Employee perception on constructive reward 

The table indicates that majority of the respondents (53 percent) agree that they are able 

to express satisfaction when others meet expectations, where (51.61 percent) are officer 

level and (55.26 percent) are non-officer level, whereas (14.0 percent) of the 

respondents strongly agree that they are able to express satisfaction when others meet 

expectations, where (13.15 percent) non officer level and (14.51 percent) officer level. 

Likewise, (26.0 percent) are neutral to the statement where (26.31 percent) are non-

officer and (25.80 percent) are officer level. The correlation coefficient is 0.9981. It 

indicates that the employees are able to express satisfaction when others meet 

expectations. The average mean value of the statement is 2.26. 

Table 29: Employee perception on constructive reward 

 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

4. I express 

satisfaction 

when others 

meet 

expectations. 

Non 

Officer 

5 

(13.15) 

21 

(55.26) 

10 

(26.31) 

2 

(5.26) 

0 

(0) 

Officer 

9 

(14.51) 

32 

(51.61) 

16 

(25.80) 

5 

(8.06) 

0 

(0) 

Total 14 53 26 7 0 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

5. I provide 

others with 

assistance in 

exchange of 

their efforts. 

Non 

Officer 

7 

(17.94) 

18 

(46.15) 

7 

(17.94) 

5 

(12.82) 

2 

(5.12) 

Officer 

14 

(22.95) 

31 

50.81() 

13 

(21.31) 

3 

(4.9) 

0 

(0) 

Total 21 49 20 8 2 
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The table indicates that large number of the respondents (49 percent) agree that 

they are able to provide others with assistance in exchange of their efforts, where (50.81 

percent) are officer level and (46.15 percent) are non-officer level, whereas (21 percent) 

of the respondents strongly agree that they are able to provide others with assistance in 

exchange of their efforts. Where (17.94 percent) non officer level and (22.95 percent) 

officer level. Likewise, (20.0 percent) are neutral to the statement where (17.94 percent) 

are non-officer and (21.31 percent) are officer level. The correlation coefficient is 

0.9718. It indicates that the employees are able to provide others with assistance in 

exchange of their efforts. The average mean value of the statement is 2.21. 

Table 30: Employee perception on constructive reward 

 

The table indicates that large number of the respondents (50 percent) agree that 

they are able to check on the quality of the work performed, where majority of officers 

(51.66 percent) are at officer level and (47.5 percent) are non-officer level, whereas (19 

percent) of the respondents strongly agree that they are able to check on the quality of 

the work performed. Where (17.5 percent) non officer level and (20 percent) officer 

level. Likewise, (23.0 percent) are neutral to the statement where (20.0 percent) are 

non-officer and (25.0 percent) are officer level. The correlation coefficient is 0.9515. It 

indicates that the employees are able to check on the quality of the work performed. 

The average mean value of the statement is 2.2. 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

6. I check on the 

quality of the 

work 

performed 

Non 

Officer 

7 

(17.5) 

19 

(47.5) 

8 

(20) 

6 

(15) 

0 

(0) 

Officer 

12 

(20) 

31 

(51.66) 

15 

(25) 

2 

(3.33) 

0 

(0) 

Total 19 50 23 8 0 
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Table 31: Employee perception on constructive reward 

 

The table indicates that majority of the respondents (52 percent) agree that they 

are able to call attention to report on the progress of the work, where (54.09 percent) 

are officer level and (48.71 percent) are non-officer level, whereas (16 percent) of the 

respondents strongly agree that they are able to call attention to report on the progress 

of the work where (17.94 percent) non officer level and (22.95 percent) officer level. 

Likewise, (25.0 percent) are neutral to the statement where (23.07 percent) are non-

officer and (26.22 percent) are officer level. The correlation coefficient is 0.9589. It 

indicates that the employees are able to call attention to report on the progress of the 

work. The average mean value of the statement is 2.24. 

 

 

 

 

 

 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

7. I call 

attention to 

report on the 

progress of 

the work 

Non 

Officer 

6 

(15.38) 

19 

(48.71) 

9 

(23.07) 

5 

(12.82) 

0 

(0) 

Officer 

10 

(16.39) 

33 

(54.09) 

16 

(26.22) 

1 

(1.63) 

1 

(1.63) 

Total 16 52 25 6 1 
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Table 32: Employee perception on management by exception 

(The table shows the percentage, frequency and mean of the employees’ perception 

regarding their management by exception. The statement is measured in five point 

Likert scales. 1 as strongly agree, 2 as agree, 3 as neither agree nor disagree, 4 as 

disagree and 5 as strongly disagree.) 

The table indicates that large number of the respondents (36 percent) agree that 

they are able to keep track of all mistakes., where (46.80 percent) are officer level and 

(26.41 percent) are non-officer level, whereas (9.0 percent) of the respondents strongly 

agree that they are able to keep track of all mistakes, where (5.66 percent) non officer 

level and (12.76 percent) officer level. Likewise, (31.0 percent) are neutral to the 

statement where (35.84 percent) are non-officer and (25.53 percent) are officer level. 

The correlation coefficient is 0.6107. It indicates that the employees are able to keep 

track of all mistakes. The average mean value of the statement is 2.74. 

 

 

 

 

 

 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

1. I keep track 

of all 

mistakes. 

Non 

Officer 

3 

(5.66) 

14 

(26.41) 

19 

(35.84) 

10 

(18.86) 

7 

(13.20) 

Officer 

6 

(12.76) 

22 

(46.80) 

12 

(25.53) 

5 

(10.63) 

2 

(4.25) 

Total 9 36 31 15 9 
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Table 33: Employee perception on management by exception 

 

The table indicates that majority of the respondents (56 percent) agree that 

they are able to concentrate his/her full attention on dealing with mistakes, complaints 

and failures., where (55.37 percent) are officer level and (56.41 percent) are non-

officer level, whereas (16 percent) of the respondents strongly agree that they are able 

to concentrate his/her full attention on dealing with mistakes, complaints and failures, 

where (15.38 percent) non officer level and (16.39 percent) officer level. Likewise, 

(22.0 percent) are neutral to the statement where (23.07 percent) are non-officer and 

(21.31 percent) are officer level. The correlation coefficient is 0.9986. It indicates that 

the employees are able to concentrate his/her full attention on dealing with mistakes, 

complaints and failures. The average mean value of the statement is 2.19.  

 

 

 

 

 

 

 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

2. I concentrate 

his/her full 

attention on 

dealing with 

mistakes, 

complaints, 

and failures. 

Non 

Officer 

6 

(15.38) 

22 

(56.41) 

9 

(23.07) 

2 

(5.12) 

0 

(0) 

Officer 

10 

(16.39) 

34 

(55.37) 

13 

(21.31) 

3 

(4.91) 

1 

(1.63) 

Total 16 56 22 5 1 
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Table 34: Employee perception on management by exception 

 

The above table indicates that majority of the respondents (54 percent) agree 

that as long as things are working, they do not try to change anything, where (58.62 

percent) are officer level and (47.61 percent) are non-officer level, whereas (9.0 percent) 

of the respondents strongly agree that as long as things are working, they do not try to 

change anything, where (7.14 percent) non officer level and (10.34 percent) officer 

level. Likewise, (24.0 percent) are neutral to the statement where (23.80 percent) are 

non-officer and (24.13 percent) are officer level. The correlation coefficient is 0.9383. 

It indicates that the employees are able to agree as long as things are working, they do 

not try to change anything. The average mean value of the statement is 2.43. 

 

 

 

 

 

 

 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

3. As long as 

things are 

working, I do 

not try to 

change 

anything. 

Non 

Officer 

3 

(7.14) 

20 

(47.61) 

10 

(23.80) 

8 

(19.04) 

1 

(0.23) 

Officer 

6 

(10.34) 

34 

(58.62) 

14 

(24.13) 

3 

(5.17) 

1 

(1.72) 

Total 9 54 24 11 2 
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Table 35: Employee perception on management by exception 

 

The table indicates that large number of the respondents (50 percent) agree that 

they are able to tell others the standards they have to know to carry out their work, 

where (53.44 percent) are officer level and (45.23 percent) are non-officer level, 

whereas (16 percent) of the respondents strongly agree that they are able to tell others 

the standards they have to know to carry out their work, where (14.28 percent) non 

officer level and (17.24 percent) officer level. Likewise, (25.0 percent) are neutral to 

the statement where (23.80 percent) are non-officer and (25.86 percent) are officer 

level. The correlation coefficient is 0.9942. It indicates that the employees are able to 

tell others the standards they have to know to carry out their work. The average mean 

value of the statement is 2.25. 

 

 

 

 

 

 

 

 

 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

4. I tell others 

the standards 

they have to 

know to carry 

out their 

work. 

Non 

Officer 

6 

(14.28) 

19 

(45.23) 

10 

(23.80) 

5 

(11.90) 

2 

(4.7) 

Officer 

10 

(17.24) 

31 

(53.44) 

15 

(25.86) 

2 

(3.44) 

0 

(0) 

Total 16 50 25 7 2 
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Table 36: Employee perception on management by exception 

 

The table indicates that large number of the respondents (50 percent) agree that 

they are able to direct his/her attention toward failures to meet standards, where (52.54 

percent) are officer level and (46.34 percent) are non-officer level, whereas (16 percent) 

of the respondents strongly agree that they are able to direct his/her attention toward 

failures to meet standards, where (14.63 percent) non officer level and (16.94 percent) 

officer level. Likewise, (26.0 percent) are neutral to the statement where (2.43 percent) 

are. The correlation coefficient is 0.9812. It indicates that the employees are able to 

direct his/her attention toward failures to meet standards. The average mean value of 

the statement is 2.27. 

 

 

 

 

 

 

 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

5. I direct 

his/her 

attention 

toward 

failures to 

meet 

standards. 

Non 

Officer 

6 

(14.63) 

19 

(46.34) 

10 

(2.43) 

5 

(12.19) 

1 

(2.4) 

Officer 

10 

(16.94) 

31 

(52.54) 

16 

(27.11) 

2 

(3.38) 

0 

(0) 

Total 16 50 26 7 1 
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Table 37: Employee perception on employee performance 

 

 

The table indicates that large number of the respondents (31 percent) agree that 

they are able to Understand duties and responsibilities of the work and complete the 

task with the level of proficiency required, where (31.74 percent) are officer level and 

(29.72 percent) are non-officer level, whereas (65 percent) of the respondents strongly 

agree that they are able to Understand duties and responsibilities of the work and 

complete the task with the level of proficiency required, where (64.86 percent) non 

officer level and (65.07 percent) officer level. Likewise, (4.0 percent) are neutral to the 

statement where (5.40 percent) are non-officer and (3.17 percent) are officer level. The 

correlation coefficient is 0.9988. It indicates that the employees are able to understand 

duties and responsibilities of the work and complete the task with the level of 

proficiency required. The average mean value of the statement is 1.3. 

 

 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

1. Understand 

duties and 

responsibiliti

es of the work 

and complete 

the task with 

the level of 

proficiency 

required. 

Non 

Officer 

24 

(64.86) 

11 

(29.72) 

2 

(5.40) 

0 

(0) 

0 

(0) 

Officer 

41 

(65.07) 

20 

(31.74) 

2 

(3.17) 

0 

(0) 

0 

(0) 

Total 65 31 4 0 0 
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Table 38: Employee perception on employee performance 

 

The table indicates that majority of the respondents (66 percent) agree that they 

are able to plan and organize the work well, coordinate with others and established 

appropriates priorities, where (69.49 percent) are officer level and (60.97 percent) are 

non-officer level, whereas (22 percent,) of the respondents strongly agree that they are 

able to plan and organize the work well, coordinate with others and established 

appropriates priorities where (19.51 percent) non officer level and (23.72 percent) 

officer level. Likewise, (9.0 percent) are neutral to the statement where (14.63 percent) 

are non-officer and (5.08 percent) are officer level. The correlation coefficient is 

0.9854. It indicates that the employees are able to plan and organize the work well, 

coordinate with others and established appropriates priorities. The average mean value 

of the statement is 1.94. 

 

 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

2. I plan and 

organize the 

work well, 

coordinate 

with others 

and 

established 

appropriates 

priorities. 

Non 

Officer 

8 

(19.51) 

25 

(60.97) 

6 

(14.63) 

1 

(2.43) 

1 

(2.43) 

Officer 

14 

(23.72) 

41 

(69.49) 

3 

(5.08) 

1 

(1.69) 

0 

(0) 

Total 22 66 9 2 1 
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Table 39: Employee perception on employee performance 

 

The table indicates that majority of the respondents (54 percent) agree that they 

are able to identify issues and relationships when comparing data from various sources., 

where (58.62 percent) are officer level and (47.61 percent) are non-officer level, 

whereas (26 percent) of the respondents strongly agree that they are able to identify 

issues and relationships when comparing data from various sources, where (21.42 

percent) non officer level and (29.31 percent) officer level. Likewise, (17 percent) are 

neutral to the statement where (23.80 percent) are non-officer and (12.06 percent) are 

officer level. The correlation coefficient is 0.9502. It indicates that the employees are 

able to identify issues and relationships when comparing data from various sources. 

The average mean value of the statement is 1.98. 

 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

3. I am able to 

identify 

issues and 

relationships 

when 

comparing 

data from 

various 

sources. 

Non 

Officer 

9 

(21.42) 

20 

(47.61) 

10 

(23.80) 

2 

(4.7) 

1 

(2.38) 

Officer 

17 

(29.31) 

34 

(58.62) 

7 

(12.06) 

0 

(0) 

0 

(0) 

Total 26 54 17 2 1 
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Table 40: Employee perception on employee performance 

 

The table indicates that majority of the respondents (52 percent) agree that they 

are able to meet all the requirement of the job. Various sources. Where (52.54 percent) 

are officer level and (52.5 percent) are non-officer level, whereas (20 percent) of the 

respondents strongly agree that they are able to meet all the requirement of the job. 

Various sources. Where (20.0 percent) non officer level and (20.33 percent) officer 

level. Likewise, (22.0 percent) are neutral to the statement where (22.5 percent) are 

non-officer and (22.03 percent) are officer level. The correlation coefficient is 0.9996. 

It indicates that the employees are able to meet all the requirement of the job various 

sources. The average mean value of the statement is 2.16.  

 

 

 

 

 

 

 

 

 

 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

4. I meet all the 

requirement 

of the job.  

Non 

Officer 

8 

(20) 

21 

(52.5) 

9 

(22.5) 

2 

(5) 

1 

(2.5) 

Officer 

12 

(20.33) 

31 

(52.54) 

13 

(22.03) 

2 

(3.38 

1 

(1.69) 

Total 20 52 22 4 2 
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Table 41: Employee perception on employee performance 

 

The table indicates that majority of the respondents (60 percent) agree that they 

are able to actively pursue or initiate projects for the benefit of the organization, where 

(59.01 percent) are officer level and (61.53 percent) are non-officer level, whereas (23 

percent) of the respondents strongly agree that they are able to actively pursue or initiate 

projects for the benefit of the organization. Where (23.07 percent) non officer level and 

(22.95 percent) officer level. Likewise, (13.0 percent) are neutral to the statement where 

(12.82 percent) are non-officer and (13.11 percent) are officer level. The correlation 

coefficient is 0.9999. It indicates that the employees are able to actively pursue or 

initiate projects for the benefit of the organization. The average mean value of the 

statement is 1.99. 

 

 

 

 

 

 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

5. I actively 

pursue or 

initiate 

projects for 

the benefit of 

the 

organization. 

Non 

Officer 

9 

(23.07) 

24 

(61.53) 

5 

(12.82) 

1 

2.56) 

0 

(0) 

Officer 

14 

(22.95) 

36 

(59.01) 

8 

(13.11) 

2 

(3.27) 

1 

(1.63) 

Total 23 60 13 3 1 
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Table 42: Employee perception on employee performance 

 

The table indicates that majority of the respondents (51 percent) agree that they 

are able to combine the available resources very well to provide quality services where 

(51.67 percent) are officer level and (50.0 percent) are non-officer level, whereas (21 

percent) of the respondents strongly agree that they are able to combine the available 

resources very well to provide quality services where (20.0 percent) non officer level 

and (21.67 percent) officer level. Likewise, (17.0 percent) are neutral to the statement 

where (17.5 percent) are non-officer and (16.67 percent) are officer level. The 

correlation coefficient is 0.9985. It indicates that the employees are able to combine the 

available resources very well to provide quality services. The average mean value of 

the statement is 2.2. 

4.2 Correlation analysis 

Correlation is a statistical measure that indicates the extent to which two or more 

variables fluctuate together. It is used to checking directional relationship between 

variables. This section of the study presents the results and discussions of the 

correlation analysis. The correlation analysis has been carried out to investigate the 

direction and magnitude of the relationship of relational capital components variables 

and the organizational performance of the Nepalese commercial banks. The correlation 

measures the strength of the linear relationship between variables. The strength of linear 

S.

N 

Statement Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

6. I combine the 

available 

resources 

very well to 

provide 

quality 

services. 

Non 

Officer 

8 

(20) 

20 

(50) 

7 

(17.5) 

4 

(10) 

1 

(2.5) 

Officer 

13 

(21.67) 

31 

(51.67) 

10 

(16.67) 

5 

(8.33) 

1 

(1.67) 

Total 21 51 17 9 2 
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association between two numerical variables in a sample of population is determined 

by the correlation coefficient. More specifically, it shows the correlation coefficient of 

dependent and independent variables for selected Nepalese commercial banks. Having 

indicated the descriptive statistics, the Kendall’s Tau correlation coefficients have been 

computed and the results are presented in the Table 38. 

Table 43: Kendall’s Tau correlation coefficient matrix for dependent and 

independent variables for selected Nepalese commercial banks 

The table reveals the Kendall’s Tau correlation coefficients between dependent 

and independent variables. EP (Employee performance defined as an assessment 

whether an employee performs a job well) and ROE (return on equity defined as the 

amount of net income returned as a percentage of shareholders’ equity) are the 

dependent variable and CH (Charisma defined as a compelling attractiveness or charm 

that can inspire devotion in others), IM(Inspirational motivation defined as leader’s 

ability to inspire confidence, motivation and a sense of purpose in his followers), IS 

(Intellectual stimulation defined as having a leader who encourages innovation and 

creativity as well as critical thinking and problem solving), CR (Constructive reward 

defined as a motivation-based system that is used to reward those that meet their 

identified goals) and MBE (Management by exception defined as the practice of 

examining the financial and operational results of a business, and bringing issues to the 

attention of management if results substantial differences from the budgeted or expect 

amount) are the independent variables. 

Variables Mean S.D. CH IM IS CR MBE EP ROE 

CH 2.05 0.42 1.00       

IM 2.05 0.52 0.38** 1.00      

IS 2.14 0.50 0.38** 0.52** 1.00     

CR 2.29 0.65 0.36** 0.42** 0.45** 1.00    

MBE 2.39 0.60 0.31** 0.36** 0.46** 0.44** 1.00   

EP 1.94 0.44 0.35** 0.36** 0.43** 0.44** 0.45** 1.00  

ROE 22.53 11.85 0.05 0.10 0.07 0.03 0.07 0.06 1.00 

Note: The asterisk signs (**) and (*) indicate that the results are significant at 1 %. 

And 5 % levels respectively. 
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The table shows the Kendall’s Tau correlations coefficients of dependent 

(employee performance and return on equity) and independent (charisma, inspirational 

motivation, intellectual stimulation, constructive reward and management by 

exception) variables for Nepalese commercial banks. The result shows that charismatic 

leadership is positively correlated to employee performance. This means that higher the 

level of charismatic leadership, higher would be the employee performance. Similarly, 

inspirational motivation is positively related to employee performance indicating that 

higher the level of inspirational motivation, higher would be the employee performance.  

Likewise, intellectual stimulation has positive relationship with employee 

performance. It shows that intellectual stimulation leads to an increase in the employee 

performance. Similarly, constructive reward has positive relationship with employee 

performance. It reveals that higher the level of constructive reward, higher would be 

employee performance. The result shows that there is positive relationship between 

management by exception and employee performance. It shows that an increase in the 

level of management by exception leads to the increase in the employee performance.  

Similarly, the result also shows that charisma is positively related to return on 

equity. It indicates that higher the level of charismatic leadership, higher would be the 

return on equity. Likewise, inspirational motivation is positively correlated to return on 

equity indicating that high level of inspirational motivation leads to higher return on 

equity. In the meantime, the study shows that intellectual stimulation is positively 

related to return on equity. It implies that higher the level of intellectual stimulation, 

higher would be the return on equity. Similarly, constructive reward is positively 

correlated to return on equity indicating that high level of constructive reward leads to 

higher return on equity. On the other hand, management by exception has positive 

relationship with return on equity. It reveals that an increase in level of management by 

exception leads to an increase in the return on equity. 

4.3 Regression analysis 

Having indicated the Kendall’s Tau correlation coefficient, the regression 

analysis has been carried out to examine the effects of leadership style on organizational 

performance in case of Nepalese commercial banks with its determinants, charisma, 
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inspirational motivation, intellectual stimulation, constructive reward and management 

by exception within their working organization. The results are presented in the table 

below. More specifically, Table 9 shows the regression results of leadership style on 

organizational performance in Nepalese commercial banks. 

Table 39 shows beta coefficients for charismatic leadership are positive with 

employee performance. It indicates charisma has a positive impact on employee 

performance. This finding is consistent with the findings of Lowe and Gardner 

(2000).This result is significant at 1 percent level of significance.  

Similarly, the result also shows that the beta coefficients for inspirational 

motivation are positive with employee performance. It reveals that inspirational 

motivation has a positive impact on employee performance. This finding is similar to 

the findings of Davies (2005). It is significant at 1 percent level of significance. 

Likewise, the beta coefficients for intellectual stimulation are positive with 

employee performance. It indicates that intellectual stimulation has a positive impact 

on employee performance. This finding contradicts with the findings of Zacher (2014). 

The result also reveals that the beta coefficients for constructive reward are 

positive with employee performance. It reveals that constructive reward has a positive 

impact on employee performance. This finding is similar with the findings of Jackson 

et al. (2012). This result is significant at 1 percent level of significance. 

Similarly, the positive beta coefficients of management by exception denote that 

management by exception has a positive impact on employee performance. This finding 

is consistent with the findings of Howell and Avolio (1993). This result is also 

significant at 1 percent level of significance. 
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Table 44: Estimated regression results of charisma, inspirational motivation, 

intellectual stimulation, contingent reward and management by except on 

employee performance 

Model Intercept 
Regression coefficients of Adj. 

R_bar2 
SEE 

F-

value CH IM IS CR MBE 

1 
0.98 

(6.89)** 

0.47 

(6.87)** 
    0.19 0.40 47.10 

2 
1.08 

(9.43)** 
 

0.42 

(7.68)** 
   0.23 0.39 59.04 

3 
0.90 

(7.55)** 
  

0.49 

(8.97)** 
  0.29 0.37 80.46 

4 
1.18 

(11.08)** 
   

0.36 

(8.45)** 
 0.27 0.38 71.46 

5 
1.09 

(9.38)** 
    

0.36 

(7.54)** 
0.23 0.39 56.88 

6 
0.73 

(5.10)** 

0.29 

(3.91)** 

0.30 

(5.06)** 
   0.29 0.37 39.39 

7 
0.58 

(4.07)** 

0.18 

(2.39)** 

0.18 

(2.74)** 

0.30 

(4.32)** 
  0.35 0.36 34.95 

8 
0.54 

(3.94)** 

0.12 

(1.67)** 

0.13 

(2.04)** 

0.23 

(3.26)** 

0.17 

(3.38)** 
 0.38 0.35 30.53 

9 
0.45 

(3.22)** 

0.12 

(1.60)** 

0.13 

(2.08)** 

0.17 

(2.26)** 

0.14 

(2.69)** 

0.13 

(2.42)** 
0.40 0.34 26.22 

Note:  

1. Figures in parenthesis are t-values. 

2. The asterisk signs (**) and (*) indicate that the results are significant at 1 %. And 5 

% levels respectively. 

3. Leadership style is dependent variable. 

The results are based on 100 observations by using linear regression model. The model 

isEP= β0  + β1CH + β2 IM + β3 IS+ β4CR + β5MBE + e , where EP (Employee 

performance defined as an assessment whether an employee performs a job well) is a 

dependent variable and CH (Charisma defined as a compelling attractiveness or charm 

that can inspire devotion in others), IM(Inspirational motivation defined as leader’s 

ability to inspire confidence, motivation and a sense of purpose in his followers), IS 

(Intellectual stimulation defined as having a leader who encourages innovation and 

creativity as well as critical thinking and problem solving), CR (Constructive reward 
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defined as a motivation-based system that is used to reward those that meet their 

identified goals) and MBE (Management by exception defined as the practice of 

examining the financial and operational results of a business, and bringing issues to the 

attention of management if results substantial differences from the budgeted or expect 

amount) are the independent variables. The reported results also include the values of 

F-statistics (F) adjusted coefficient of determination (R2) and standard error of 

estimates (SEE). 

Table 44. Shows the regression results of charisma, inspirational motivation, 

intellectual stimulation, constructive reward and management by exception on return 

on equity in Nepalese commercial banks. 

Table 45: Estimated regression results of charisma, inspirational motivation, 

intellectual stimulation, constructive reward and management by exception on 

ROE 

Model Intercept 
Regression coefficients of Adj. 

R_bar2 
SEE F-value 

CH IM IS CR MBE 

1 
22.39 

(5.26)** 

0.07 

(0.03) 
    0.15 11.88 3.01 

2 
17.19 

(4.92)** 
 

0.21 

(1.58) 
   0.38 11.81 3.49 

3 
19.33 

(5.10)** 
  

1.49 

(2.67)** 
  0.11 11.86 9.75 

4 
23.10 

(7.30)** 
   

0.25 

(2.19)* 
 0.95 11.88 7.04 

5 
17.42 

(4.95)** 
    

0.14 

(1.50) 
0.16 11.82 2.25 

6 
19.59 

(4.34)** 

1.94 

(0.84) 

3.38 

(1.78) 
   0.46 11.81 4.59 

7 
19.34 

(4.14)** 

2.11 

(0.86) 

3.18 

(1.49) 

1.12 

(2.21)* 
  0.91 11.85 8.07 

8 
19.67 

(4.20)** 

1.55 

(0.61) 

3.66 

(1.68) 

1.47 

(2.59)** 

0.23 

(1.99)* 
 0.17 11.85 11.07 

9 
17.75 

(3.67)** 

1.68 

(0.67) 

3.67 

(1.69) 

1.14 

(2.05)* 

0.21 

(1.98)* 

2.75 

(1.53) 
0.19 11.80 16.33 

Note: The asterisk signs (**) and (*) indicate that the results are significant at 1% and 5% respectively. 



117 

 

The results are based on 100 observations by using linear regression model. The 

model is ROE= β0 + β1CH + β2IM + β3IS+ β4CR + β5MBE + e, where ROE (return 

on equity defined as the amount of net income returned as a percentage of shareholders’ 

equity) is a dependent variable and CH (Charisma defined as a compelling 

attractiveness or charm that can inspire devotion in others), IM(Inspirational motivation 

defined as leader’s ability to inspire confidence, motivation and a sense of purpose in 

his followers), IS (Intellectual stimulation defined as having a leader who encourages 

innovation and creativity as well as critical thinking and problem solving), CR 

(Constructive reward defined as a motivation-based system that is used to reward those 

that meet their identified goals) and MBE (Management by exception defined as the 

practice of examining the financial and operational results of a business, and bringing 

issues to the attention of management if results substantial differences from the 

budgeted or expect amount) are the independent variables. The reported results also 

include the values of F-statistics (F) adjusted coefficient of determination (R2) and 

standard error of estimates (SEE).The table shows beta coefficients for charismatic 

leadership are positive with return on equity. It indicates charisma has a positive impact 

on return on equity. This finding is similar with the findings of Frese et al. (2003).  

On the other hand, the result shows that the beta coefficients for inspirational 

motivation are positive with return on equity. It reveals that inspirational motivation 

has a positive impact on return on equity. This finding is similar to the findings of 

Davies (2005).  

Similarly, the beta coefficients for intellectual stimulation are positive with 

return on equity. It indicates that intellectual stimulation has positive impact on return 

on equity. This finding is similar to the finding of Zacher (2014). It is significant at 1 

and 5 percent level of significance. 

The result also reveals that the beta coefficients for constructive reward are 

positive with return on equity. It reveals that constructive reward has positive impact 

on return on equity. This finding is consistent with the findings of Gberevbie (2011). 

The result is significant at 1 and 5 percent level of significance. 
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Likewise, the positive beta coefficients of management by exception denote that 

management by exception has positive impact on return on equity. This finding is 

consistent with the findings of Judge and Piccolo (2004).  

4.4 Concluding remarks 

This study has mainly focused on impact of selected factors on organizational 

performance measured in terms of employee performance and return on equity of the 

commercial bank of Nepal. This study has used different factors like charisma, 

inspirational motivation, intellectual stimulation, constructive reward and management 

by exception. The dependent variable is organizational performance measured in terms 

of employee performance and return on equity. The results are based on the primary 

and secondary data and contain the sample of 5 commercial banks of Nepal. The 

primary data were collected from 292 respondents and secondary data were collected 

during the period of 2021/22. The secondary data has been collected from the annual 

report of selected commercial banks. 

The result shows that there is positive relationship between charisma and 

employee performance which indicated that employees having higher the level of 

charismatic leadership style will have higher employee performance. This finding is 

similar with the findings of Howell and Frost (1989). Similarly, positive relationship 

has been observed between inspirational motivation and employee performance which 

indicates that higher the level of inspirational motivation will lead to higher employee 

performance. This finding is consistent with findings of Chowdhary (2007). 

The result also indicates positive relationship between intellectual stimulation 

and employee performance which indicates that better the level of intellectual 

stimulation, higher will be the employee performance. This finding is similar to the 

findings of Bycio et al. (1995). Moreover, a positive relationship is observed between 

constructive reward and employee performance which shows that increase in the level 

of constructive reward leads to an increase in employee performance. This finding is 

consistent with the findings of Walumbwa et al. (2008). In addition, management by 

exception is found to have a positive relationship with employee performance. This 

indicates that higher level of management by exception in employees leads to higher 

employee performance. This finding is similar to the findings of Dumdum et al. (2002). 
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The result also shows that there is positive relationship between charisma and 

return on equity which indicates that increase level of charismatic leadership style leads 

to increase in return on equity. This finding is similar with the findings of Agle (2006). 

Moreover, inspirational motivation and intellectual stimulation are positively related to 

return on equity. This shows that higher the level of inspirational motivation and 

intellectual stimulation, higher would be the return on equity. This finding is similar to 

the findings of Baldoni (2005). The result also indicates that constructive reward is 

positively related to return on equity which indicates that increase level of constructive 

reward leads to increase in return on equity. This finding is also similar with the findings 

of Bass (1998).The result also indicates that management by exception is positively 

related to return on equity which shows that higher degree of management by exception 

leads to higher return on equity. This finding is similar to Hater and Bass (1988). 
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Chapter V 

Summary and conclusion 

This chapter provides the brief summary of the entire study and highlights the 

major findings of the study. In addition, major conclusions are discussed in separate 

section of this chapter which is followed by the recommendation based upon the study 

findings regarding the relationship between leadership style and organizational 

performance of Nepalese commercial banks. Finally, the chapter ends with short 

paragraph on scope for future research in same topic. 

5.1 Summary 

Leadership in an organization has a strong effect on employees’ attitude about 

their job. The role of leadership in today’s corporate organizations has changed. The 

success of any organization is mostly dependent on an organization management team 

and the leadership style they used. 

Armstrong (2004) explained leadership as influence, power and the legitimate 

authority acquired by a leader to be able to effectively transform the organization 

through the direction of human resources, the most important organizational asset, 

leading to the achievement of desired purpose. This can be done through the articulation 

of the vision and mission of the organization at every moment, and influence the staff 

to define their power to share this vision. Leadership is a process whereby an individual 

influences a group of individuals to achieve a common goal (Northouse, 2004). Today’s 

organizations need a leader with a high influence of power, and one with an extensive 

overall goal for the company in mind. This leader requires commitment and their goal 

should be to fuel enthusiasm in their employees in order to cultivate the full potential 

of their talent so that they may obtain the organization’s objectives (Colvin, 2004; 

Steidlmeier, 1999). 

Zhou et al. (2012) used the self-concept based theory of leadership and social 

exchange theory to hypothesize processes linking transformational leadership to 

follower performance outcomes. Specifically, the study hypothesized that (a) 

transformational leadership relates to followers' work engagement both directly and 

indirectly through their psychological states, (b) work engagement relates to innovative 
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behavior, (c) innovative behavior relates to task performance, and (d) the work 

engagement–innovative behavior relationship is moderated by leader–member 

exchange. Likewise, Effective leadership behaviors can facilitate the improvement of 

performance when organizations face new challenges (McGrath and MacMillan, 2000 

and Teece et al., 1997).  The study observed that the higher the level of leadership skills 

resulting in better organizational performance, the more likely the increase in employee 

performance and return on equity. Consequently, organizational costs would be 

reduced. Berry (1984) has also defined relationship marketing as increasing the bank’s 

income by establishing a positive relationship between customers and employees. Thus, 

with the use of this approach, the focus on employees and customers’ satisfaction is 

highly important for the success of the bank. The banking field has been a vital pillar 

in the global economy for many decades. Although the bank’s goal is generally to make 

profits, their performance is also based on public interest. 

Popa (2012) revealed that leadership is positively correlated to organizational 

performance. Leadership has been at the center of attention for the last two decades, 

mostly becauseit’s tight interdependence with organizational performance. Successful 

leadership inspires enthusiasm and commitment, enhancing organization performance. 

The style of leadership affects performance since performance cannot be achieved in 

the absence of a leadership that can adapt to the changes and challenges of the 

environment. Therefore if an organization wants to improve its performance, it is the 

leadership style that should be analyzed and adapted to new requirements. 

Pushpanathan (2008) examined the relationship between the leadership style 

and organizational performance in small scale manufacturing industries in Sri Lanka. 

The relationship between three leadership styles – task-oriented, relationship-oriented, 

and participative – and firm performance were discussed through the moderating effect 

of environmental factors (Industry technology, family and non-family controlled firm 

and firm development stage), and mediating effect of decision making, employee 

turnover, and employee morale. The empirical results showed that leadership styles 

were directly linked to firm performance. The fact statically significant correlations 

were only found between leadership styles and organizational performance can assist 

with the understanding of how the leadership style affects the organizational 

performance in family owned small manufacturing enterprises. The study concluded 
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that the relationship-oriented leadership style has higher significant effect on firm 

performance than task-oriented leadership style and participative leadership style. 

The major objective of the study is to examine the relationship between 

leadership style and organizational performance of Nepalese commercial banks. 

However the specific objectives of this study are to analyze the effect of charisma on 

performance of Nepalese commercial banks, to identify the effect of inspirational 

motivation on the performance of Nepalese commercial banks, to measure and evaluate 

the effect of intellectual stimulation on the performance of Nepalese commercial banks, 

to find out the effect of constructive reward on the performance of Nepalese commercial 

banks, to investigate the effect of management by exception on the performance of 

Nepalese commercial banks.  

This study is based on the primary and secondary data. Primary data were 

gathered from the 100 respondents and secondary data are collected for the time period 

2021/22. This study contains the sample of 5 commercial banks. The main sources of 

data are annual reports of different commercial banks. The data were collected on 

charisma, inspirational motivation, intellectual stimulation, constructive reward, 

management by exception, employee performance and return on equity. The pooled 

cross-sectional data analysis has been undertaken in the study. The research design 

adopted in this study is descriptive and causal-comparative research design as it deals 

with the relationship between leadership style and performance of Nepalese 

commercial banks. Different statistical tests of significance for validation of models 

such as F-test and t-test have been used to ensure the significance of regression models 

and individual variables. Charisma, inspirational motivation, intellectual stimulation, 

constructive reward and management by exception are considered as leadership style 

variables. Organizational performance is measured by employee performance and 

return on equity. 

Based on the analysis of the data, the major findings of the study are summarized as 

follows: 

1. Out of total respondents, the majority of respondents (53 percent) were male 

and the rest were female (47 percent).  
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2. Majority of the respondents fall under the age group of 26-30 years (51.0 

percent) followed by age group below 25 years (33 percent), 31-35 years (12.0 

percent), 36-40 years (3 percent) and 41-45 (1 percent). 

3. In terms of education level, majority of the respondents (52.6 percent) were 

Master’s degree followed by Bachelor’s degree (46.9 percent), where 

intermediate levels were (0.5 percent). 

4. In term of designation, the highest portions of the respondents (58.9 percent) 

were from the job position of assistant. 

5. Regarding to work experience, the highest of the respondents (57 percent) have 

less than 2 years followed by 2 to 5 years (30 percent). 

6. The majority of the respondents (61 percent) agreed that they go beyond self- 

interest for the good of the group. The mean value of the statement is 2.212 

7. The large of the respondents (50 percent) strongly agreed that they consider the 

moral and ethical consequences of decisions. Likewise, majority of the 

respondents (53 percent) agreed that they make others feel good to be around 

me. 

8. The majority of the respondents (54 percent) agreed that others have complete 

faith in them. The mean value for the statement is 2.09.  

9. The majority of the respondents (57 percent) agreed that others are proud to be 

associated with them. Respondents (25.0 percent) were neutral on the statement. 

Similarly, the mean value for the statement is 2.1. 

10. The majority of the respondents (55 percent) agreed that they treat each 

subordinate as an individual with different needs and aspiration. Respondents 

(25.0 percent) were neutral on the statement. Similarly, the mean value for the 

statement is 2.08 

11. The majority of the respondents (57 percent) agreed that they value the 

importance of mutual trust among members. Respondents (25 percent) were 

neutral that they talk optimistically about the future. The mean value of the 

statement is 2.14 

12. The majority of the respondents (56 percent) agreed that they talk optimistically 

about the future. Respondents (17 percent) were neutral that they talk 

optimistically about the future. The mean value of the statement is 1.96 
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13. The majority of the respondents (52 percent) agreed that they talk 

enthusiastically about what needs to be accomplished.  However, some of the 

respondents (35 percent) strongly agreed and rests (10 percent) of the 

respondents neutral on the statement. The mean value of statement is 1.82. 

14. The majority of respondents (52 percent) agreed that they provide appealing 

images about what we can do. Similarly, majority of the respondents (49 

percent) agreed that they help others find meaning in their work. 

15. The majority of the respondents (51 percent) agreed that they express 

confidence that goals will be achieved. Respondents (26 percent) strongly 

agreed, whereas rests of the respondents (17 percent) neutral on the statement. 

Similarly, the mean value for the statement is 2.05 

16. The majority of the respondents (55 percent) agreed that they express how 

achieving goal can benefit the group. Respondents (29 percent) strongly agreed, 

whereas rests of the respondents (20 percent) neutral on the statement. 

Similarly, the mean value for the statement is 2.14 

17. The majorities of the respondents (54 percent) agreed that they let others know 

how they think they are doing. Respondents (18 percent) were neutral on the 

statement and rest of the respondents (17 percent) strongly agreed on the 

statement, whereas mean value of statement is 2.28. 

18. The large number of the respondents (48.4 percent) agreed that they help others 

to develop their strengths. However, some of the respondents (27 percent) 

strongly agreed and rests (19 percent) of the respondents were neutral on the 

statement. The mean value of statement is 2.06. 

19. The majority of the respondents (57 percent) agreed that they seek differing 

perspectives when solving problems, whereas some of the respondents (21 

percent) were neutral and rests of the respondents (16 percent) strongly agreed 

with the statement. The mean value for the statement is 2.19. 

20. The majority of the respondents (56 percent) agreed that they consider an 

individual’s needs, abilities, and aspirations of others. Some of the respondents 

(20 percent) were neutral on the statement. The mean value for the statement is 

2.14. 

21. The majority of the respondents (57 percent) agreed that they suggest new ways 

of looking at how to complete assignments. Some of the respondents (13.0 
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percent) were neutral and rest of the respondents (23 percent) strongly agreed 

on the statement. The mean value of the statement is 2.06. 

22. The majority of the respondents (56 percent) agreed that they let feel that they 

can help and assist on the assignment of each individual. Some of the 

respondents (20 percent) were neutral and rest of the respondents (213 percent) 

strongly agreed on the statement. The mean value of the statement is 2.16 

23. The large number of the respondents (39 percent) agreed that they tell others 

what to do if they want to be rewarded for their work. However, some of the 

respondents (22 percent) were neutral and rests (25 percent) of the respondents 

strongly agreed on the statement. The mean value for the statement is 2.03 

24. The large number of the respondents (44 percent) agreed that they provide 

recognition/rewards when others reach their goals. Some of the respondents (35 

percent) were neutral and rests of the respondents (15 percent) strongly agreed 

on the statement. The mean value for the statement is 2.33. 

25. The majority of the respondents (51 percent) agreed that they call attention to 

what others can get for what they accomplish. Some of the respondents (22 

percent) were neutral and rest of the respondents (17 percent) strongly agreed 

on the statement. The mean value for the statement is 2.27. 

26. The majority of the respondents (53 percent) agreed that they express 

satisfaction when others meet expectations. However, some of the respondents 

(26 percent) were neutral and rests of the respondents (14 percent) strongly 

agreed with statement. The mean value of statement is 2.26. 

27. The large number of the respondents (49 percent) agreed that they provide 

others with assistance in exchange of their efforts, whereas some of the 

respondents (20 percent) were neutral with the statement and rests of the 

respondents (21 percent) strongly agreed on the statement. The mean value for 

the statement is 2.21 

28. The large number of the respondents (50 percent) agreed they check on the 

quality of the work performed, whereas some of the respondents (23 percent) 

were neutral with the statement and rests of the respondents (19 percent) 

strongly agreed on the statement. The mean value for the statement is 2.2. 

29. The majority of the respondents (52 percent) agreed they call attention to report 

on the progress of the work, whereas some of the respondents (25 percent) were 
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neutral with the statement and rests of the respondents (16 percent) strongly 

agreed on the statement. The mean value for the statement is 2.24. 

 

30. The large number of the respondents (36 percent) agreed that they keep track of 

all mistakes. Some of the respondents (31 percent) were neutral about the 

statement and rests of the respondents (9 percent) strongly agreed on this 

statement. The mean value for the statement is 2.74. 

31. The majority of the respondents (56 percent) agreed that they concentrate their 

full attention on dealing with mistakes, complaints, and failures. Some of the 

respondents (22 percent) were neutral on the statement. However, the mean 

value for the statement is 2.19 

32. The majority of the respondents (54 percent) agreed that as long as things are 

working, they do not try to change anything. However, some of the respondents 

(24 percent) were neutral. The mean value for the statement is 2.43. 

33. The large number of respondents (50 percent) agreed that they tell others the 

standards they have to know to carry out their work, whereas some of the 

respondents (25 percent) were neutral and rests of the respondents (16 percent) 

strongly agreed on the statement. The mean value for the statement is 2.25 

34. The large number of the respondents (50.0 percent) agreed that they direct their 

attention toward failures to meet standards. Some of the respondents (26 

percent) were neutral, whereas rests of the respondents (16 percent) strongly 

agreed on the statement. Similarly, the mean value for the statement is 2.27. 

35. The majority of the respondents (65 percent) strongly agreed that they 

understand duties and responsibilities of the work and complete the task with 

the level of proficiency required. Some of the respondents (4 percent) were 

neutral about the statement. The mean value on the statement is 1.39. 

36. The majority of the respondents (66 percent) agreed that they plan and organize 

the work well, coordinate with others and established appropriates priorities. 

However, some of the respondents (9 percent) were neutral and rests (2 percent) 

of the respondents disagreed on the statement. The mean value for the statement 

is 1.94. 

37. The majority of the respondents (54 percent) agreed that they are able to identify 

issues and relationships when comparing data from various sources, whereas 
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some of the respondents (17 percent) were neutral with the statement and rests 

of the respondents (2 percent) disagreed that they are able to identify issues and 

relationships when comparing data from various sources. The mean value for 

the statement is 1.97. 

38. The majority of the respondents (52 percent) agreed that they are able to meet 

all the requirement of the job, whereas some of the respondents (22 percent) 

were neutral with the statement and rests of the respondents (4 percent) 

disagreed that they are able to identify issues and relationships when comparing 

data from various sources. The mean value for the statement is 2.16 

39. The majority of the respondents (60 percent) agreed that they actively pursue or 

initiate projects for the benefit of the organization. Some of the respondents (13 

percent) were neutral on the statement and rests of the respondents (3 percent) 

disagreed on the statement. Similarly, the mean value for the statement is 1.99.   

40. The majority of the respondents (51 percent) agreed that they combine the 

available resources very well to provide quality services. Some of the 

respondents (17 percent) were neutral with the statement. The mean value on 

the statement is 2.2. 

41. The descriptive statistics of the study showed that the average level of 

charismatic leadership and inspirational motivation is 2.05, average level of 

intellectual stimulation is 2.14, average level of constructive reward is 2.29, 

average level of management by exception is 2.39, average employee 

performance is 1.94 and average return on equity is 22.53 percent. 

42. The correlation matrix of the study revealed that charisma, inspirational 

motivation, intellectual stimulation, constructive reward and management by 

exception are positively correlated to employee performance. Also, charisma, 

inspirational motivation, intellectual stimulation, constructive reward, and 

management by exception are positively correlated to return on equity. 

43. The regression analysis revealed that charisma, inspirational motivation, 

intellectual stimulation, constructive reward and management by exception 

have significant positive impact on employee performance for Nepalese 

commercial banks. The result also revealed that charisma, inspirational 

motivation, intellectual stimulation, constructive reward, and management by 
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exception have positive impact on return on equity for Nepalese commercial 

banks.  

5.2 Conclusion 

Leadership in an organization has a strong effect on employees’ attitude about 

their job. The role of leadership in today’s corporate organizations has changed. The 

success of any organization is mostly dependent on an organization management team 

and the leadership style they used. 

This study attempts to examine the influence of leadership styles on 

organizational performance of Nepalese commercial banks. The study is based on 

primary and secondary data of 5 commercial banks with 100 observations. 

The study shows that charismatic leadership, inspirational motivation, 

intellectual stimulation, constructive reward and management by exception have 

positive and significant impact on employee performance of Nepalese commercial 

banks. Moreover, the study also reveals that charismatic leadership, inspirational 

motivation, intellectual stimulation, constructive reward and management by exception 

have positive but insignificant impact on return on equity of Nepalese commercial 

banks. The study concludes that inspirational motivation followed by charismatic 

leadership is the most dominant factors that influence organizational performance in 

Nepalese commercial banks.  

5.3 Recommendations 

In an attempt to analyze the leadership style variables along with their impact 

on performance of commercial banks in Nepal, this study has been able to document 

the significant influence of various factors on performance of commercial banks. Thus, 

based on the findings, the following recommendations have been made:  

i. The study observes a positive relationship between the employee performance 

and leadership style component and hence the commercial banks willing to 

increase the employee performance should improve the level of leadership style. 

Similarly, leadership style has a positive impact on return on equity and hence 

the commercial banks willing to increase the return on equity should improve 

the level of leadership style.  
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ii. The study shows a positive relationship between the employee performance and 

charisma and therefore the firm willing to increase the employee performance 

should increase the level of charisma.  

iii. The study observes a positive relationship between the return on equity and 

inspirational motivation and therefore the firm willing to increase the return on 

equity should increase level of inspirational motivation.  

iv. The study shows that commercial banks having higher level of inspirational 

motivation and intellectual stimulation leads to good performance of the 

commercial banks, i.e. increased employee performance and return on equity. 

Therefore, commercial banks willing to increase the employee performance and 

return on equity should increase the level of leadership style.  

v. Expenditures on the better adoption of leadership style should be capitalized 

since the study has found positive impact of leadership style on performance of 

Nepalese commercial banks. Therefore, the banks should identify key people 

and train them to deliver better leadership style performance as the continuous 

training program is a vital tool for employees and manager’s performance.  

5.4 Scope for future research 

a. The study remains enough ground for future investigators, which are 

listed below: 

ii. This study includes data of commercial banks only.  Development banks, 

finance companies and insurance companies are not taken into consideration for 

the study. Hence, the future studies can be carried out by including development 

banks, finance companies and insurance companies too.   

iii. The study uses causal comparative methodology but further study can be 

conducted by using different methodologies to compare the performance of 

commercial banks with development banks. 

iv. The findings of this study cannot be generalized to insurance companies, 

manufacturing and trading enterprises because the study is only based on the 

banking sector. Hence, the future studies can be carried out by including 

insurance companies, manufacturing and trading enterprises. 

v. Only limited statistical and financial tools have been used in the study. Hence, 

the future studies can be carried out by including more statistical and 

performance measurement tools.   



130 

 

vi. This study has taken dependent variables such as return on equity and employee 

performance to measure the banking performance. There can be other dependent 

variables such as assets turnover ratio (ATO), book to market ratio (BM), return 

on assets (ROA) and earnings per share (EPS) which are not included in the 

study.  

vii. The future studies can select larger sample and more number of observation 

years for the study that lead to much more valid prediction regarding the effects 

of leadership style components on performance of Nepalese commercial banks. 
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Appendix I 

 

 EFFECTS OF LEADERSHIP STYLE ON ORGANIZATIONAL 

PERFORMANCE IN NEPALESE COMMERCIAL BANKS 

QUESTIONNAIRE 

Dear Respondent, 

I am Rabina Maharjan, one of the Masters in Business Studies (MBS) ongoing 

graduates of Tribhuvan University, pursuing my studies at Peoples Campus. 

I am doing research entitled “Effects of Leadership style on organizational performance 

in Nepalese commercial banks”. The information provided by you will be used only for 

the research purpose for MBS. 

I will be grateful if you provide just few minutes to answer my questions appearing in 

the enclosed questionnaire. Your ideas and information will be of great importance for 

my research. I do assure you that your information will be kept confidential and used 

for academic purpose only. 

Thank you for your cooperation. 

………………………………… 

Rabina Maharjan 
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Section A: Demography of Respondents 

Name of the bank………………………….. 

Please tick (√) according to the answers in the boxes that best represents you.  

1. Please select your gender  

□Male                  □Female  

2. Please select your age (in years) 

□Under 25     □26-30       □31-35         □36-40          □41-45        □above 46 

3. Educational level  

□ Intermediate and below   □ Bachelor Degree             

□ Master Degree                   □ M. Phil/ Ph. D Degree  

4. Please select your job position 

□ Assistant      □ Officer   □ Manager□ Senior Manager 

5. Years of employment  

□ Under 2 years □ 2- less than 5 years  

□ 5- less than 10 years □ 10 years and above 
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Please tick mark () in one of the best option that best matches your opinion. 

Section B: Transformational leadership 

1. Charisma 

S.N Statement Strongly 
Agree 

Agree Neutral Disagree Strongly 
Disagree 

1 I go beyond self- interest 
for the good of the group. 

     

2 I consider the moral and 
ethical consequences of 
decisions. 

     

3 I make others feel good to 
be around me. 

     

4 Others have complete faith 
in me. 

     

5 Others are proud to be  
associated with me. 

     

6 I treat each subordinate as 
an individual with different 
needs abilities and 
aspiration   

     

7 I value the importance of 
mutual trust among 
members. 

     

 

2. Inspirational Motivation 

 

S.N Statement Strongly 
Agree 

Agree Neutral Disagree Strongly 
Disagree 

1  I talk optimistically about 
the future. 

     

2 I talk enthusiastically about 
what needs to be 
accomplished. 

     

3 I provide appealing images 
about what we can do. 

     

4 I help others find meaning  
in their work. 

     

5 I express confidence that 
goals will be achieved. 

     

6 I express how achieving 
goal can benefit to the 
group 
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3. Intellectual stimulation/Individual Consideration 

 

Section C: Transactional leadership 

   4.     Constructive/Contingent Reward 

 

s 

S.
N 

Statement Strongly 
Agree 

Agree Neutral Disagree Strongly 
Disagree 

1 I let others know how I think 
they are doing. 

     

2 I help others to develop their 
strengths. 

     

3 I seek differing perspectives 
when solving problems. 

     

4 I consider an individual’s 
needs, abilities, and aspirations 
of others. 

     

5 I suggest new ways of looking 
at how to complete 
assignments. 

     

6 I let  feel that I can help and 
assist on the assignments of 
each individual; 

     

S.
N 

Statement Strongly 
Agree 

Agree Neutral Disagree Strongly 
Disagree 

1 I tell others what to do if they  
want to be rewarded for their 
work. 

     

2 I provide recognition/rewards  
when others reach their goals. 

     

3 I call attention to what others can
 get for what they accomplish. 

     

4 I express satisfaction when others 
meet expectations. 

     

5 I provide others with assistance in 
exchange of their efforts. 

     

6 I check on the quality of the work 
performed 

     

7 I call attention to report on the 
progress of the work 
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 5.   Management by exception 

 

 

Section D: Dependent Variable 

6.   Employee Performance 

 

S.N Statement Strongly 
Agree 

Agree Neutral Disagree Strongly 
Disagree 

1 Understand duties and responsibilities 
of the work and complete the task 
with the level of proficiency required. 

     

2 Your plans and organizes work well, 
coordinates with others and 
established appropriates priorities. 

     

3 You able to identify issues and 
relationships when comparing data 
from various sources. 

     

4 You meet all the requirement of the 
job. 

     

5 I actively pursue or initiate projects for 

the benefit of the organization.  

     

6 I combine the available resources very 

well to provide quality services.  

     

 

 

S.
N 

Statement Strongly 
Agree 

Agree Neutral Disagree Strongly 
Disagree 

1 I keep track of all mistakes.                                      

2 I concentrate his/her full 
attention on dealing with 
mistakes, complaints, and 
failures.  

     

3 As long as things are working, 
 I do not try to change anything. 

     

4 I tell others the standards they 
have to know to carry out their 
work. 

     

5 I direct his/her attention toward 
failures to meet standards. 
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Any suggestion, comments and recommendation to improve leadership style in 

Nepalese commercial banking industries for better organizational performance? 

………………………………………………………………………………………… 

Thank you for your kind cooper 
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1.1 General background 

Leading is a process of influencing and directing activities of an organization 

group to accomplish goals by communicating with them. Leadership also involves 

assuming a considerable amount of responsibility and risk (Mills, 2005). Similarly, 

leadership is an act that involves influencing others to act toward the attainment of a 

goal (Conger and Kanungo, 1987). According to Etemesi (2012), good leadership 

entails listening, getting time to understand and being prepared for the unexpected 

because that is what is expected.  

Traditionally, leadership has been defined in recent years as individual skills 

that are applied directly to the organizations (Nivala and Hujala, 2002). Cole (2002) 

has defined leadership as a dynamic process by which, during a specific period of time, 

and in a specific organizational field, one individual affects the group in order to 

achieve the overall objective. According to Riggio et al. (2007), leadership is a learning 

process that is not only centered in what needs to be said but also in learning how to 

say it in ways that others can understand and follow. This relationship of mutual 

abilities is the leader-follower relation. 

Leadership is an ongoing process of building and sustaining a relationship 

between those who aspire to lead and those willing to follow (Kouzes and Posner, 

1987). Likewise, intangible assets such as leadership styles, culture, skill and 

competence, and motivation are seen increasingly as key sources of strength in those 

firms that can combine people and processes and organizational performance (Alfes et 

al., 2013). 

According to Bass and Stogdill (1990), leadership is generally defined simply 

as the process of influencing people to direct their efforts towards achievement of some 

particular goal or goals. Leadership is vital to employee performance and corporate 

excellence. Consequently, organization spend substantial sum of money in search of 

effective leadership in training of their personnel in effective leadership behavior. There 

is also relative scarcity of effective leadership and that is why organizations search 

constantly for it. This action leads them to effect, design and develop all the effective 

leadership potentials possible in those who are associated with corporate management 

(Igbaekemen, 2014). 
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Leadership is multidimensional in skill and orientation. Successful leaders need 

to understand people and organizations, tasks and processes, self and others. They must 

attend to current realities while envisioning future possibilities, and need confidence 

and strategies for working competently across a wide range of diverse issues. For 

example: Firstly, from fostering the organizational clarity that comes from sound 

structures and policies to unleashing energy. Secondly, creativity through bold visions, 

from creating learning organizations where workers mature and develop as everyday 

leaders to managing the conflict inevitable in a world of enduring differences (Gallos, 

2008). 

Schermerhorn et al. (2000) maintained that leadership is the heart of any 

organization, because it determines the success or failure of the organization. Mills 

(2005) observed that without leadership, organizations move too slowly, stagnate, and 

lose their way. Without leadership a people quickly degenerate into argument and 

conflict, because they see things in different ways and lean toward different solutions. 

Leaders help reduce un-clarity and uncertainty in organizations, and therefore 

leadership helps to point staff in the same direction and harness their efforts jointly to 

achieve organizational goals. 

Armstrong (2004) stated leadership as influence, power and the legitimate 

authority acquired by a leader to be able to effectively transform the organization 

through the direction of human resources, the most important organizational asset, 

leading to the achievement of desired purpose.  This can be done through the 

articulation of the vision and mission of the organization at every moment, and 

influence the staff to define their power to share this vision. Effective leadership is seen 

as a potent source of management development and sustained competitive advantage 

for improvement of organizational performance (Avolio, 1999 and Lado et al., 1992). 

Zhou et al. (2012) used the self-concept based theory of leadership and social 

exchange theory to hypothesize processes linking transformational leadership to 

follower performance outcomes. Specifically, the study hypothesized that (a) 

transformational leadership relates to followers' work engagement both directly and 

indirectly through their psychological states, (b) work engagement relates to innovative 

behavior, (c) innovative behavior relates to task performance, and (d) the work 
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engagement–innovative behavior relationship is moderated by leader–member 

exchange.  

Leadership is a process whereby an individual influences a group of individuals 

to achieve a common goal (Northouse, 2004). Leadership style is the way in which that 

process is carried out. Among the various theories of leadership and motivation relating 

to effective organizational change management, perhaps the most prominent is the 

transformational-transactional theory of leadership (Saowalux and Peng, 2007). Burns 

(1978) conceptualized two factors to differentiate “ordinary” from “extraordinary” 

leadership: transactional and transformational leadership. Transactional leadership is 

based on conventional exchange relationship in which followers “compliance” (effort, 

productivity, and loyalty) is exchanged for expected rewards. In contrast, 

transformational (extraordinary) leaders raise followers’ ‟consciousness” levels about 

the importance and value of designated outcomes and ways of achieving them. Leaders 

also motivate followers to transcend their own immediate self-interest for the sake of 

the mission and vision of the organization. 

Judge et al. (2002) explored the strategic role of leadership to investigate how 

to employ leadership paradigms and use leadership behavior to improve organizational 

performance. This is because intangible assets such as leadership styles, culture, skill 

and competence, and motivation are seen increasingly as key sources of strength in 

those firms that can combine people and processes and organizational performance 

(Purcell et al., 2004). 

McGrath and MacMillan (2000) suggested that effective leadership skills and 

behaviors can facilitate the improvement of performance when organizations face these 

new challenges. Jong and Hartog (2007) have defined leadership as the process of 

influencing people in order to achieve desirable results. Berry (1984) has also defined 

relationship marketing as increasing the bank’s income by establishing a positive 

relationship between customers and employees. Thus, with the use of this approach, the 

focus on employees and customers’ satisfaction is highly important for the success of 

the bank. The banking field has been a vital pillar in the global economy for many 

decades. Although the bank’s goal is generally to make profits, their performance is 

also based on public interest. 
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1.2 Problem Statement 

Messick and Kramer (2004) argued that the degree to which the individual 

exhibits leadership traits depends not only on his characteristics and personal abilities, 

but also on the characteristics of the situation and environment in which he finds 

himself. Locke and Crawford (2004) argued that leadership plays a crucial role in a 

company’s ultimate success or failure. Gill (2006) found leadership to help stimulate, 

motivate, and encourage the followers so that the company may achieve satisfactory 

results for the organization. Mehra et al. (2006) argued that when some organizations 

seek efficient ways to enable them outperform others; a longstanding approach is to 

focus on the effects of leadership. Team leaders are believed to play a pivotal role in 

shaping collective norms, helping teams cope with their environments, and 

coordinating collective action. This leader-centered perspective has provided valuable 

insights into the relationship between leadership and team performance (Guzzo and 

Dickson, 1996). Understanding the effects of leadership on organizational survival is 

also important because leadership is viewed as one of the key driving forces for 

improving a firm’s performance and survival. 

The research on organizational leadership has progressed in conjunction with the 

advancement of large-scale industrialization, and over the past century, systematic 

studies have also been spurred by the two World Wars. Because of this, there is much 

debate about leadership and a variety of theoretical frameworks influence the theory of 

organizations. Gberevbie (2011) pointed out that effective leadership exerts influence 

in a way that achieves organizational goals by enhancing the productivity, innovation, 

satisfaction, and commitment of the workforce.  Sun (2002) compared the leadership 

style with the leadership performance in schools and enterprises. The study showed that 

the leadership style has a significantly positive correlation with the organizational 

performance in both schools and enterprises. Zhu et al. (2005) suggested that visionary 

leadership will result in high levels of cohesion, commitment, trust, motivation, and 

hence performance in the new organizational environments. 

Bass (1985) proposed a theory of transformational leadership based upon the 

findings of Burns (1978). First, the study argued that transformational and transactional 

leadership are not separate concepts: rather, they occupy opposite ends of a single 

continuum. Accordingly, the study showed that the best leaders should possess both 
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transformational and transactional skills. Second, the study targeted the behavior that 

manifests transformational and transactional leadership. For example, transformational 

leader offers a purpose that transcends short-term goals and emphasizes higher-order 

intrinsic needs, whereas transactional leaders highlight the proper exchange of 

resources (Erkutlu 2008). Additionally, Bass (1985) and Northouse (2012) suggested a 

non-transactional factor (or non-leadership) indicating the absence of leadership, the 

avoidance of intervention, which emerges as the most inactive form of leadership, 

referred to as laissez-faire. Based on these previous findings, Judge and Piccolo (2004) 

and Erkutlu (2008) proposed three constructs for leadership, including 

transformational, transactional and non-leadership dimensions, which are the basis for 

the current research’s model. 

Fenwick and Gayle (2008) concluded that despite a hypothesized leadership-

performance relationship suggested by some researchers, current findings are 

inconclusive and difficult to interpret. From this review of related literature, it is evident 

that although some scholars believed that leadership enhances organizational 

performance while others contradict this, different concepts of leadership have been 

employed in different studies, making direct comparisons virtually impossible.  

Kotter (1999) disagreed with some people’s views that there has been a shortage 

of quality leadership throughout history, the study stated that what is clear is that the 

increasingly fast-moving and competitive environment we will face in the twenty first 

century demands more leadership from more people to make enterprises prosper. 

Without that leadership, organizations stagnate, lose their way, and eventually suffer 

the consequences. The study concluded that leadership gap exists for many reasons and 

correcting the problem is made difficult for many additional reasons. Instead of 

nurturing talent, encouraging people to lead and to learn from mistakes and successes, 

organizations all too often ignore leadership potential, offer no relevant training or role 

models and punish who make small errors while trying to lead. Individuals, too, get in 

their own way by failing to assess their developmental needs realistically and to 

proactively seek means of meeting those needs. Therefore, this study aims to address 

the following issues specifically in the context of Nepalese commercial banks: 



175 

 

i. How do Nepalese commercial bank employees perceive the current 

practices of leadership style? 

ii. What are the employees’ perceived descriptive statistics about the 

organizational performance in Nepalese commercial banks? 

iii. Is there any relation between leadership style (transformational and 

transactional) with organizational performance in Nepalese commercial 

banks? 

iv. What is the effect of transformational leadership style (charisma, 

inspirational motivation and intellectual stimulation) on organizational 

performance in Nepalese commercial banks? 

v. Whether constructive reward and management by exception are 

correlated to organizational performance in Nepalese commercial 

banks? 

1.3 Objective of the study 

The major objective of the study is to examine the impact of leadership style on 

organizational performance in Nepalese commercial banks. The specific objectives of 

the study are as follows: 

v. To determine the impact of charismatic leadership on organizational 

performance in Nepalese commercial banks. 

vi. To analyze the impact of inspirational motivation and individual consideration 

on organizational performance in Nepalese commercial banks. 

vii. To assess the effect of constructive reward and management by exception on 

organizational performance in Nepalese commercial banks. 

viii. To identify the most influencing factors explaining the organizational 

performance in Nepalese commercial banks. 

1.4 Significance of the study 

Charles Keating (1982) observed that leadership is service in the sense that it 

seeks to meet the needs of one or of the group by performing needed functions. 

Sometime strong directive power is effective leadership such as when a group has lost 

its sense of direction or purpose. Sometimes the group needs to be encouraged and 

supported, at other times it may need to be re-oriented. Individual and group are 

members of an organization in order to achieve certain personal objectives, the extent 
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to which they are active members depends on how they are convinced that their 

membership will enable them achieve their predetermined objectives. Therefore, an 

individual will support an organization if he believes that through it his personal 

objectives and goals could be met; if not, the person’s interest will decline. Leadership 

style in an organization is one of the factors that play significant role in enhancing or 

retarding the interest and commitment of the individuals in the organization. Glantz 

(2002) emphasized the need for a manager to find his leadership style. 

Ashibogwu (2008) noted that one of the reasons for this high failure is lack of 

use of market research to confirm demand and assess suitability of proposed offering 

as well as maintaining high level of customer patronage. Inappropriate leadership style 

could be one of the reasons for high failure of business organizations. Taffinder (2006) 

considered leadership within the context of business enterprise as the action of 

managers of the enterprise to contribute their best to the purpose of the enterprise. This 

study was intended to evaluate the management of leadership style on the performance 

of business organizations, contribute to empirical studies on leadership style and 

business performance, proffer quantitative-based recommendations for policies and 

programs to reposition business enterprises as integral part of the engine of economic 

growth and development. 

More importantly, this study is beneficial for leaders and managers in order to 

drive the organization in the pathway of right direction and in the meantime, it is helpful 

to choose the appropriate leadership style for the growth of organizational performance. 

This study is useful not only to banking industry but also to all the firms and institutions 

related to non-banking industry. Besides this, the study can also be a reference for 

academicians for further research on impact of leadership style on organizational 

performance. Hence, the study will serve as an instrument for harnessing the impact of 

leadership in the achievement of organization effectiveness and objectives thereby 

improving organizational performance in banking sectors 

 

 


