University of Wollongong

Research Online

Faculty of Commerce - Papers (Archive) Faculty of Business and Law

1-1-2005

A Test of Transformational and Transactional Leadership Styles on
Employees' Satisfaction and Performance in the UAE Banking Sector

Raed Awamleh
University of Wollongong in Dubai

John Evans
Curtin University of Technology

Ashraf Mahate
University of Wollongong in Dubai

Follow this and additional works at: https://ro.uow.edu.au/commpapers

b Part of the Business Commons, and the Social and Behavioral Sciences Commons

Recommended Citation

Awamleh, Raed; Evans, John; and Mahate, Ashraf: A Test of Transformational and Transactional
Leadership Styles on Employees' Satisfaction and Performance in the UAE Banking Sector 2005, 3-19.
https://ro.uow.edu.au/commpapers/1385

Research Online is the open access institutional repository for the University of Wollongong. For further information
contact the UOW Library: research-pubs@uow.edu.au


https://ro.uow.edu.au/
https://ro.uow.edu.au/commpapers
https://ro.uow.edu.au/bal
https://ro.uow.edu.au/commpapers?utm_source=ro.uow.edu.au%2Fcommpapers%2F1385&utm_medium=PDF&utm_campaign=PDFCoverPages
http://network.bepress.com/hgg/discipline/622?utm_source=ro.uow.edu.au%2Fcommpapers%2F1385&utm_medium=PDF&utm_campaign=PDFCoverPages
http://network.bepress.com/hgg/discipline/316?utm_source=ro.uow.edu.au%2Fcommpapers%2F1385&utm_medium=PDF&utm_campaign=PDFCoverPages

A Test of Transformational and Transactional Leadership Styles on Employees'
Satisfaction and Performance in the UAE Banking Sector

Abstract

This study tested the transformational leadership theory among managers at functional levels in United
Arab Emirates (UAE) banks. The UAE banking sector was chosen due to its importance in the U.A.E.
economy and its significant contribution to the Emirates GDP. The paper examines the effects of both
transformational and transactional leadership styles of bank managers/supervisors on employees’
satisfaction and self-perceived performance. Self-esteem and leadership disposition (Romance of
Leadership) of employees were hypothesized to act as moderators. Data was collected from employees
working in national and international banks operating in the UAE. A multiple regression analysis indicated
that transformational leadership style and self-esteem were related to job satisfaction. On the other hand,
transformational leadership, Romance of Leadership (RLS), and self-esteem were all related to self-
perceived performance. Results confirmed that to elicit higher levels of satisfaction and performance
among bank employees, managers/supervisors need to demonstrate transformational leadership
attributes.
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This study tested the transformational leadership theory among managers at
functional levelsin United Arab Emirates (UAE) banks. The UAE banking sec-
tor was chosen due to its importance in the U.A.E. economy and its significant
contribution to the Emirates GDP. The paper examines the effects of both trans-
formational and transactional leadership styles of bank managers/supervisors
on employees satisfaction and self-perceived performance. Self-esteem and
leadership disposition (Romance of Leadership) of employees were hypothe-
sized to act as moderators. Data was collected from employees working in
national and international banks operating in the UAE. A multiple regression
analysis indicated that transformational leadership style and self-esteem were
related to job satisfaction. On the other hand, transformational |eadership,
Romance of Leadership (RLS), and self-esteem were all related to self-per-
ceived performance. Results confirmed that to €licit higher levels of satisfac-
tion and performance among bank employees, managers/supervisors need to
demonstrate transformational leadership attributes.
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I ntroduction

Charismatic and transformational leadership models have attracted con-
siderable research attention (Bass, 1985; Conger & Kanungo, 1987; House,
1977; Kouzes & Posner, 2003). The charismatic (Awamleh & Gardner, 1999;
Conger & Kanungo, 1994), transformational, and transactional (Bass & Avolio,
1993) are all dependent on perceptions. In all prominent transformational and
transactional theories of leadership approaches, charisma remains a corner-
stone. (Bass, 1985; Bryman, 1992; Paul, Costley, Howell & Dorfman, 2002).

Critical organizational outcomes, such as satisfaction, organizational per-
formance, group performance, and commitment, have been associated with
these leadership styles (Kirkpatrick and Locke, 1996). These results have also
been validated across cultures and in different settings (Al-Dmour & Awamleh,
2002). Thisincluded the public sector with mixed results (Javidan & Waldman,
2003). Javidan and Waldman (2003) found that in the public sector, charismat-
ic leadership was only modestly related to motivational consequences. The
impact of charismatic/transformational leadership styles on followers' effec-
tiveness and motivation has also been documented (Bass & Avolio, 1990;
1994). In spite of this, the effects of manageria leadership styles from trans-
formational and transactional perspectives have not been validated in banks. A
key objective of this study is to fill this knowledge gap. We have designed a
study to assess the effects of transformational leadership styles, as opposed to
transactional on bank employees’ self-perceived performance and job satisfac-
tion. Additionally, two possible moderating variables are considered: self-
esteem (Rosenberg, 1979) and Romance of Leadership (Meindl, 1995).

Literature Review
Origins of Charisma

In Greek, the word charisma means gift of grace. Charismatic authority
is derived from faith in the leader’s exemplary character (Conger & Kanungo,
1987). Furthermore, “the charismatic is set apart from ordinary men and treat-
ed as endowed with supernatural, superhuman, or at least ... exceptional pow-
ers and qualities ... [which] are not accessible to the ordinary person but are
regarded as of divine origin or as exemplary, and on the basis of them the indi-
vidual concerned is treated as aleader” (Weber, 1968:63). Charismatic leader-
ship attempts to radically alter and shape current redlities. Ultimately, the suc-
cess of charismatic relationship depends on followers as well as leaders (Bass,
1985). Indeed, to alarge extent, the degree to which followers display admira
tion, affection and trust depends on the leader’s personality and their percep-
tions of it.

House (1977) proposed a set of testable hypotheses about leaders’ per-
sonal characteristics, leaders behaviors, and their effects on followers. To
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House, the personal characteristics of the charismatic leader include a high
degree of self-confidence, strong moral convictions, and a tendency to influ-
ence others as well as engaging in impression management behaviors to boost
trust and confidence in the leader. Furthermore, the articulation of a mission,
setting challenging goals, and arousing motives are also important.

Transformational and Transactional L eader ship

To understand transformational leadership, we must differentiate it from
transactional leadership. Transactional leadership is based on the exchange
process where the leader administers rewards and sanctions. One way or anoth-
er, the leader and follower agree, explicitly or implicitly, that desired follower
behaviors will be rewarded, while undesirable behaviors will draw out punish-
ment. Potential rewards include an increase in salary, promotions, and more
benefits. Conversely, penalties may include pay cuts, demotions, and termina
tions. It can be seen that this type of leadership is not satisfactory for most sit-
uations. Indeed, one could say that transactional leadership behaviors do not
even qualify for a“true” leadership label (Bryman, 1992). Since it is based on
exchange, transactional leadership does not seek to motivate followers beyond
the level that is required to avoid punishment or gain extrinsic rewards. In sum,
complete dependence on this leadership style may cause performance and sat-
isfaction to suffer (Bass, 1985; Bryman, 1992; Burns; 1978; Peters & Austin,
1985).

In light of the above realization, Bass (1985) proposed a new theory of
transformational leadership and outlined its components. Transformational
leadership is thought to achieve remarkable levels of performance from fol-
lowers. It engages followers by appealing to their upper level needs (e.g. self-
actualization) and ideals that yield higher levels of follower satisfaction, per-
formance, and organizational commitment in individuals (Bass, 2000; Bryman;
1992; Shin & Zhou; 2003) and teams (Bass, Avolio, Jung, & Berson, 2003;
Pillai & Williams, 2004). For example, Fernandes and Awamleh (2004) found
that transformational leadership had a strong effect on job satisfaction.
Although Burns and Bass agree on the definitions of transactional and trans-
formational |eadership, they hold contrasting views of the relationship between
these two constructs. Burns (1978), on one hand, viewed them as opposite ends
of acontinuum whilst Bass (1985) sees them as being closely related. An effec-
tive leader will exhibit aspects of both transactional and transformational lead-
ership. According to Bass, transformational leadership is more concerned with
developing followers to their fullest potential (Bass & Avolio, 1990), whereas
the focus of transactional leadership is on satisfying basic follower needs.

Empirical evidence offers support for Bass's view that to maximize their
effectiveness, leaders should exhibit transformational and transactional behav-
iors (Avolio, Waldman, & Einstein, 1988; Waldman, Bass, & Yammarino,
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1989). In other words, transformational leaders should be capable of engaging
in transactional behavior. Hence, transformational leadership does not serve as
a substitute for transactional leadership; rather, it builds upon and augments
transactional leadership in achieving desired goals (Bass & Avolio, 1990).

As modeled by Bass, transactional leadership is comprised of two funda-
mental dimensions: contingent rewards and management-by-exception, while
transformational leadership is comprised of four central components: charisma,
inspiration, individualized consideration, and intellectual stimulation.
Contingent rewards take place when the leader and follower have a mutua
understanding of the rewards or sanctionsfor performance or non-performance.
The emphasisis on completing tasks that have been agreed upon based on pre-
vious expectations. In Management-by-Exception, however, the leader takes
action only when major deviations from plans are evident.

Charisma is the key component of transformational leadership, it gener-
ates profound emotional connection between the leader and follower and it cre-
ates excitement about the mission (Bass, 1985). Charisma is operationalized
through vision where the charismatic leader earns the respect and trust of fol-
lowers, which leads to the acceptance of challenging goals (Bass & Avolio,
1990). The second transformational component is inspiration where leaders
communicate their vision with optimism and enthusiasm. They also use sym-
bols to heighten awareness of desired goals (Bass & Avolio, 1990). Another
major component of transformational leadership isindividualized consideration
where the leader gives personal attention to followers by treating them “differ-
ently but equitably” (Bass & Avolio, 1990). In exhibiting individualized con-
sideration, the leader first identifies the individual needs and abilities of fol-
lowers and then mentors and coaches them, and also uses delegation. Finally
through intellectual stimulation, the leader hel psfollowersto think on their own
and analyze problems from their personal perspectives, encourages creativity,
innovation, and challenges conventional wisdom (Bass & Avolio, 1990).

Bass (1985) developed the Multifactor Leadership Questionnaire (ML Q)
to measure the components of transformational and transactional leadership.
Since its development, the MLQ has received extensive evidence of its relia-
bility and validity, and is commonly used in leadership research (Bryman,
1992).

Self-Esteem

Wells and Marwell (1976) define self-esteem as being a set of attitudes
and beliefsthat a person brings with him or herself when facing the world. Self-
esteem is commonly addressed in management research. It has been used to
explore such areas as conformity, responses to threats, social participation,
competitive behavior, and causal attributions. Moreover, it has been studied
under avariety of labels. Some of the related terms include: self-love, self-con-
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fidence, self-respect, and self-worth. High self esteem is associated with risk
taking, job satisfaction, and low inclination to please others (Brockner, 1988).

Romance of L eader ship

This construct refers to the generalized beliefs that individuals have
regarding the significance of leadership to organizations which may influence
how they see their leaders (Meindl, Ehrlich, and Dukerich; 1985).
Consequently, these beliefs enhance followers' perceptions of
charismatic/transformational qualities. To investigate this proposed individual
difference, Meindl and Ehrlich (1988) developed the Romance of Leadership
Scale (RLS). However, up to this point, only inconclusive empirical evidence
is available regarding this concept (e.g., Al-Dmour & Awamleh, 2002
Awamleh & Gardner, 1999; Meindl, 1988).

The Banking Environment in the UAE

The UAE banking system is unique from other banking systems within
the Arab and non-Arab world. First, it is highly congested. For a relatively
small population of approximately three million, the UAE tends to have alarge
number of banks as well as bank branchest. Currently the UAE has 49 nation-
al and foreign banks. In terms of bank branches, domestic banks have atotal of
263 branches, or an average of 12 per bank. Foreign banks on the other hand
are limited to a maximum of eight branches per bank2. Currently, there are 106
branches of foreign banks or an average of 4 branches per bank. In addition to
this there are 45 representative offices of foreign banks. The large number of
banks in the UAE has led to a branch density of 12.8 branches for every
100,000 people. If one compares the number of banks and bank branches with
UAE nationals then it has the highest levels of bank congestion in the world3.

The banking sector in many countries has undergone considerable devel-
opment and is now a mature industry with established styles of management
and leadership. This is not the case with banking in the UAE, which is rela-
tively young compared to other countries. Nonetheless, the banking sector is
well capitalized and profitable. The financial sector in the UAE in genera is
underlined by a solid legal framework and judicial system.

The government actively encouraged the growth in the banking sector
after the discovery of oil. Prior to the discovery of ail, in 1960, there was only
one foreign and no local bank in the UAE. Despite attempts by the Abu Dhabi
government to encourage other foreign banks, none were willing to enter the
market (Mahate et al., 2004). However, the discovery of oil changed this and
the main shift towards the growth of banking took place after the first OPEC
pricerisein 1967. Thelarge oil revenues allowed the government of Abu Dhabi
and some of the other emirates to establish local banks in order to recycle sur-
plus funds. Therefore, it is no surprise that except for two, al local banks have
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direct or indirect government sharehol dings. The governmental shareholding of
local banks has not hindered the entrance of foreign banksinto the market, even
though the latter are limited to only eight branches. The main factor leading to
the growth of foreign banks has been the need to service the high number of
expatriates as well as the ability to earn high profits. More recently, emirates
such as Dubai have been actively encouraging foreign banks to establish
branches within the emirate through the creation of financial free zones such as
the Dubai International Financial Center.

Problem Definition

This study aims at addressing key questions by examining transforma
tional and transactional leadership styles in a banking setting. Given the impor-
tant role of banking in economies such as the UAE, it is important to assess if
the normal effects of transformational and transactional leadership styles hold.
Other questionsinclude: to what extent are these |eadership styles present at the
functional level in UAE banks? is there any relationship between a particular
leadership style of bank managers/supervisors and bank employees' perceived
job performance and/or job satisfaction? And finally, are there any effects for
the individual differences of self-esteem and leadership disposition on bank
employees performance and satisfaction?

Hypothesis

Based on the review of the literature and the general discussion, the fol-
lowing hypotheses are advanced:

H1: There is a significant relationship between transactional leadership
style of bank mangers\supervisors and bank employees’ a) job satisfaction, and
b) self-perceived performance.

H2: There is a significant relationship between transformational |eader-
ship style of bank mangers\supervisors and bank employees’ a) job satisfaction,
and b) self-perceived performance.

H3: There is a significant relationship between individual differences of
bank employees Self-esteem and Romance of Leadership (RLS) and their &)
job satisfaction, and b) self-perceived performance.

H4: The relationship of leadership styles of bank mangers\supervisors
and @) job satisfaction, and b) self-perceived performance, of bank employees
is moderated by individual differences (Self-esteem and RLS).
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Method

Population, Sample, and Subjects

A total of 865 questionnaires were distributed to banks operating in the
United Arab Emirates. The number of questionnaires delivered to each bank
was determined by the size of its workforce. The target population was full-
time bank employees, working in non-managerial positions. The questionnaire
included atotal of 85 items and a detailed discussion of the questionnaire com-
ponents is given in the following section. From the questionnaire distributed,
two hundred and forty seven questionnaires were collected, of which 13 were
excluded due to incomplete data. The final sample consisted of 194 respon-
dents.

The majority of the respondants hold Bachelor degrees, were males aged
between 25 to 40 years of age and on average had been employed by the Bank
for 5 years. India, UAE and Pakistan were the dominant countries of origin.

M easures

The Multifactor Leadership Questionnaire (ML Q-5x/Short Form) (Bass
& Avolio, 1995) was used to measure subjects’ perceptions of transformational
and transactional leadership styles. In this study, four subscales were used as a
measure for transformational leadership: Charisma, for example, “the manager
instills pride in being associated with him”; Inspiration, for example, “the man-
ager talks enthusiastically about what needs to be accomplished’;
Individualized Consideration, for example, “the managers helps me develop
my strengths’ ; and Intellectual Simulation, for example, “the manager seeks
differing perspectives when solving problems’. Transactional leadership style
was measured by two subscales, Contingent Rewards, for example, “ the man-
ager provides me with assistance in exchange for my efforts’, and
Management-by-Exception, for example, “the manager waits until things go
wrong to take action.”

Self-esteem was measured by using Rosenberg’s (1979) 10-item scale.
Example items of this scale include:”| feel | have a number of good qualities’,
“1 am able to do things as well as most other people’, and “At times, | think |
am no good at all”. The Romance of Leader ship scale developed by Meindl and
Ehrlich (1988) was adopted. The origina Scale contained 32 items, however,
several versions of RLS have appeared since its development. The current
study used Form C (RLS-C), which has 11 items. Examples of items include:
“when it comes right down to it, the quality of leadership is the single most
important influence on the functioning of an organization”, “the process by
which leaders are selected is extremely important”, and “a company is only as
good asits leaders’.

The authors al so adopted two instruments to measure the dependent vari-
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ables developed in a previous study (Al-Dmour, & Awamleh, 2002). Job satis-
faction was assessed by a 14-item scale covering areas normally tapped in orga-
nizational behavior research. Examples of items include “In general, | am sat-
isfied withwork” and “1 find that my opinions are respected at work”. The self-
assessed performance scale comprised of 5 items, such as, “I consider my per-
formance better than the average person in my company” and “| always reach
my work targets’. All measures used a5 point likert scale.

Results
Scale Reliabilities

As a first step, scale reliability coefficients (Cronbach Alphas) for all
measures adopted in this study were computed. Nunnally (1978) maintains that
reliabilities which are less than 0.6 are considered poor, those in the 0.7 range
are acceptable, while those above 0.8 are good. Results showed that the trans-
formational leadership style scale reliability estimate is 0.89, and that of trans-
actional is 0.71. Job satisfaction scale showed a reliability of 0.72, while per-
formance scored 0.75. Reliabilitiesfor self-esteem and RLS were 0.77 and 0.79
respectively.

Correlations

Intercorrelations among all variables used in this study are summarized
in Table 1. As expected the dependent variables are significantly correlated
(r = 0.30, p < 0.001). It isalso worth noting that transformational and trans-
actional styles of leadership are highly correlated (r = 0.66, p < 0.001), which
is not surprising given the fact that they act as paired and not as contradictory
factors.

Table 1. Intercorrelations of Self-Esteem, Self-Perceived Performance,
RLS, Job Satisfaction, Transactional L eader ship,
and Transformational L eader ship4

| 1 2 3 4 5 |
1. Sedf-Esteem

2. Performance 0.48*

3. RLS 0.51**  0.49**

4. Satisfaction 0.14* 0.30** 0.05

5. Transactiona 0.02 0.22**  0.15* 0.29**

6. Transformational 0.14 0.37** 0.21** 0.42** 0.66**

**correlation issig. at p < 0.01
*correlation is sig. at p < 0.05

10



Awamleh, Evans and Mahate

Hypotheses Testing: Multiple Regression and Partial Correlation Results

Two multiple regression models were run to test the first three hypothe-
sis. Table 2 shows results of the multiple regression with satisfaction (m= 2.49;
D = 0.67) as the dependent variable and transformational leadership (m =
2.35; D = .63), transactional leadership (m= 2.53; SD = 0.77), self-esteem (m
= 224; D = .63), and RLS (m = 2.23; SD = 0.55), as the independent vari-
ables. The overall model is significant at p < 0.001. The model revealed asig-
nificant impact of self-esteem (p <0.001) and transformational leadership (p
<0.001). Conversely, transactional leadership and RLS failed to show any sig-
nificant relationship with job performance.

Table 2. Multiple Regression. Job Satisfaction is dependent variable.

Dependent variable ... Satisfaction

Multiple R 0.475 R Square 0.225 Adjusted R Square 0.209
Standard Error 0.59809

Analysis of Variance

DF Sum of Squares Mean Square
Regression 4 19.761 4.940
Residual 190 67.966 0.358
F=13.810 Sig. F = 0.0000

Variablesin the Equation

Variable B SE Beta T Sig. T
Self-Esteem 0.257 0.079 0.244 3.251 0.001
RLS 9.619E-02 0.092 0.079 1.046 0.297
Transactional -1.147E-02 0.75 -0.13 -0.154 0.878
Transformational  0.473 0.91 0.450 5.202 0.000
(Constant) 1.771 0235 7.545 0.000

Results of the second multiple regression are shown in Table 3. The
dependent variable was self-perceived performance (m= 1.95; SD = 0.60) and
self-esteem, RLS, transformational leadership, and transactional leadership
were the independent variables.. Like the first test, the overall model is signif-
icant at p < 0.001. Both transformational leadership style, and self-esteem and
RLS showed significance at the p < 0.001 level. Transactional leadership
showed no relationship.

11
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To test the remaining hypothesis, apartial correlation controlling for self-
esteem and RL S (Table 4) was run. Compared to inter-correlations presented in
Table 1, correlations between all main variables remained unchanged. The
independent variables, RLS and Self-esteem, which showed significance earli-
er, do not seem to be moderating the main relationships.

Table 3. Multiple Regression.
Self Perceived Performance is dependent variable.

Dependent variable ... Performance

MultipleR 0.475 R Square 0.225 Adjusted R Square 0.209
Standard Error 0.59809

Analysis of Variance

DF Sum of Squares Mean Square
Regression 4 27473 6.868
Residual 189 44.003 0.233
F =29.500 Sig. F =0.0000

Variablesin the Equation

Variable B SE Beta T Sig. T
Self-Esteem 0.282 0.064 0.296 4.409 0.000
RLS 0.315 0.074 0.287 4.244 0.000
Transactional -5.998E-03 0.060 -0.08 -0.100 0.921
Transformational  0.261 0.073 0.275 3.553 0.000
(Constant) 2.446E-02 0.189 0.129 0.897

Table 4. Partial Correlations controlling for Self-Esteem and RLS.

| 1 2 3 |
1. Performance

2. Satisfaction 0.34**

3. Transactiona 0.20**  0.28**

4. Transformational 0.31** 0.44** 0.65**

**correlationissig. at p < 0.01

12
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Theinteractions of transactional leadership style and followers' perform-
ance and satisfaction require further studying. Bass' versus Burns' conceptual-
ization of leadership stylesisin need of further exploration, especially asthey
relate to a highly programmed work environment such as banking. Was the
organizational variable, banks responsible for lack of significance in the trans-
actional leadership effects? Or are the reasons more general or specific? As
reflected in the above results this study did not capture the relationship or the
situational factors were strong enough to override the relationship. It needs to
be reiterated that performance was measured using a self-assessment instru-
ment. One possible limitation of self assessed performance is overrated
responses (example, Bretz, Mikovich, & Read; 1992). Further, the nature of
contact that a bank employee has with his or her supervisor and the level of
closeness were not assessed. Experience, training, personality attributes and
success requirements (e.g., Micali, 1981) of employees were not assessed in
relation to the other constructs.

Discussion

Our results show that a transactional style of leadership of bank man-
agers/supervisorsis not significantly related to either bank employees’ self-per-
ceived performance nor to their satisfaction. We are therefore unable to support
hypothesis 1. Transformational leadership style of bank managers/supervisors
isdirectly and positively related to bank employees satisfaction on the job giv-
ing support to Hypothesis 2.

The third hypothesis received mixed support. Results showed that RLS
and self-esteem are significantly related to job performance. Only self-esteem
issignificantly related to job satisfaction. For the fourth hypothesis, partia cor-
relation and controlling for the two individual differences, did not reveal a
weaker correlation between dependent and independent variables. This indi-
cates that RLS and self-esteem taken together do not mediate that relationship
positively or negatively.

Effects of Transformational L eadership

Findings of this study confirm that a transformational |eadership style of
bank managers will boost employees' job satisfaction and performance (self-
assessed). When managers operationalize charismaand utilize inspiration, indi-
vidualized consideration and intellectual stimulate, they elicit positive reactions
from employees. Such transformational qualities do stimulate higher level
needs of followers and result in feglings of satisfaction. This finding is sup-
ported by other leadership researchers (e.g., Bass & Avalio, 1990). The atten-
tion that managers give to employees will be reflected in their general positive
attitude toward work and work conditions, which in turn, increases job satis-
faction and facilitates performance.

13
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Effects of Transactional L eadership

The findings in our study show that transactional leadership style does
not positively relate to employee satisfaction or performance. They seem to
respond more positively to a work system that defines their tasks and clearly
spells out performance targets and expectations,thereby making patent per-
formance-reward linkages. Moreover, a transactional leadership style may be
redundant or irrelevant in the banking environment where the majority of tasks
are highly standardized and routinized. As a result, employees look for space
and flexibility in the process of performing tasks which is more balanced and
complemented by transformational style rather than a transactiona style.

Combined Effects of Transfor mational
and Transactional Leadership Styles

In order to understand the results, it is imperative that we turn our atten-
tion to the whole model. Based on theory and earlier empirical studies, we pre-
dicted both independent variables to be significantly related to satisfaction and
performance. We view both leadership styles to be complementary as shown in
a number of studies (Bass (1985) Al-Dmour & Awamleh, 2002). However,
results clearly show that only transformational and not transactional style is
positively and significantly related to satisfaction and performance. This is a
result that requires explanation. Oneinterpretation of thisresult isthat the func-
tional operations of a bank are highly specialized and standardized at the pro-
cessing level. The environment is controlled and tasks are structured, such that,
there is little scope for transactional |eadership. Individual performance, is for
the most part, determined by the flow of work, (e.g., for bank tellers) more than
the immediate demands and expectations of their managers.

On the contrary, transformational leadership style contributes consider-
ably to both satisfaction and performance. While bank employees perceived
their performance and satisfaction to be unaffected by the transactional skills of
their manager, they attributed a big part of their satisfaction and performance to
his/her transformational skills. In a routine and programmed environment, sat-
isfaction and self assessed performance are aresult of appealing to higher needs
which helps overcome the routine. It is also a result of recognizing when to
administer different types of rewards. What does this finding do to Bass's
(1985) view that both leadership styles are closely related and are, in effect,
complimentary? Clearly, not so in this case. In fact, the current findings give
support to Burns's (1978) position that these two styles are at opposite ends of
the continuum. Perhaps the findings represent only an exception to Bass's con-
ceptualization and are situation specific.

Effectsof RLS and Self-esteem

Mixed support was given to the romance of leadership construct. Results
showed it to be positively related to performance, but not related to satisfaction.

14
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The more positive a disposition toward leadership that a bank employee has,
the more likely he or she will have high perceived performance, but not satis-
faction. In particular, subjects who believein the importance of leadership seem
to think that it can facilitate their performance. This finding supports the gen-
era premise of the construct. Satisfaction in this case seems to be affected by
other and more diversified factors. Self-esteem was shown to be significantly
related to both performance and satisfaction. Specifically, the higher the self-
esteem an employee has, the higher their self-assessed performance and satis-
faction. Contrary to expectations however, neither constructs played the role of
amoderator.

Future Research Direction

Areas deserving attention include the relationship between leadership
styles and independently measured performance. Also worthy of scholarly
attention is the assessment of effects that experience, level of skills, career aspi-
rations have on perceptions of leadership. In addition, the satisfaction relation-
ship should be further explored. For example, how would task structure, posi-
tion power, and group norms impact satisfaction. In this regard, the UAE isa
fertile ground where a very large percentage of the labor force is expatriate.
Such astudy will become even more relevant in light of the nationalization pol-
icy that the government is implementing (Emaritaization). This environment
presents promising opportunities for cultural leadership studies.

Conclusion

Meindl (1995) argues that attributions of |eadership often emerge from
social contagion processes, whereby influential followers “ spread the word” to
persons who lack direct contact with the leader. In fact, while most transfor-
mational/transactional |eadership models assume that followers attribute lead-
ership qualities based on face-to-face exchanges with the leader, the bulk of
studies in this area result in measuring distant as opposed to close leadership
relationship. This study takes a different approach in that leadership qualities
were tapped at afunctional level. Specificaly, this study provides evidence of
transformational and transactional effectsin areal organizational setting, where
followers were assessing the |eader they know and deal with on adaily basis.

In designing this study, our initial position was that both leadership styles
are necessary conditions for leadership to be operationalized. Both act as com-
ponents of the same construct, and are neither exchangeable nor competing
(Bass, 1985). However, the findings do not support that view. To maximize the
satisfaction and performance levels of their followers, leaders must possess
charisma, provide individualized consideration, and be intellectually stimulat-
ing and inspiring to followers. It is not clear if leaders must display the attrib-
utes of both leadership stylesin order to be effective. It would be reasonable to
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expect that for banks in the UAE there exists substitutes for the qualities of
transactional leadership. There seems to be no substitute provided for trans-
formational qualities.

When it comes to performance, leadership disposition among followers
plays arole. Followers seem to react positively in terms of performance when
a strong presence of leadership is maintained. Self-esteem continues to show
relevance as one of the determining factors of satisfaction and performance.

With regards to the evidence, organizations, such as banks, will benefit
by actively training their managersto acquire transformational leadership qual-
ities and skills. Additional evidence on the importance of this strategy is rein-
forced by Howell and Frost (1989), Holladay and Coombs (1994), Kirkpatrick
and Locke (1996), Awamleh and Gardner (1999), Dvir, Eden, Avolio, and
Shamir (2002), and Frese, Beimel, and Schoenborn (2003).

Endnotes

1 The UAE population consists of 80% expatriates and 20% indigenous population.
2 The Central Bank is currently reviewing limiting foreign banks to eight branches.
3 Thisexcludes banks in non-tariff free zones and off-shore centres.
4

A diagnostic test using the regression coefficient variance and decomposition matrix
was underaken. The collinearity diagnostic did not detect any multicollinearity.
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