
 

  
Abstract—Many organizations have this problem in 

retaining their good employees. Many methods have also been 
used to overcome this problem but this issue can never go 
away easily. This paper tries to explore a possible factor that 
can give great impact to turnover intention of employees in an 
organization. Base on a review of the literature, majority of the 
studies had identified a negative relationship between 
leadership style and employees’ turnover intention in various 
fields of industries. Transformational and transactional 
leadership styles might be one of the effective solutions for 
organizations who has high employees’ turnover.  

 
Index Terms—Leadership style; employees’ turnover; 

transformation; transactional; organization.  
 

I.  INTRODUCTION 
In this current competitive corporate environment, staff 

turnover has been always a key issue that needs to be 
surmounted.  Chan et al (2010) also quoted staff turnover as 
a serious issue especially in the field of human resources 
management. Ali (2009) also commented that high turnover 
brings destruction to the organization in the form of both 
direct and indirect cost.  Studies have also been carried out 
regionally and globally to explore and to study the 
relationship between various variable(s) with staff turnover. 
These studied variables includes occupational content 
(Salahudin et al.  2009), leadership styles (Gwavuya 2011, 
and Ramey 2002), and job satisfaction (Ali 2009 and Park 
et al.2009).  

In a separate study by Batra and Tan (2003), it was 
noted that World Bank had   stated that small and 
medium enterprises (SMEs) in developing countries 
have recorded labour turnover ranging from 3% to 27% 
of total workers employed.  SMEs in Malaysia, being a 
developing country has surprisingly recorded one of 
the highest numbers of turnover which is 19% for small 
enterprises and 22% for medium-sized enterprise (cited 
in Salahudin et al. 2009). 

Staff turnover is costly to all level of organizations 
regardless of its nature and usually the productivity and 
quality of the products or services are always 
negatively affected. Ali (2009) has quoted that high 
turnover would brings destruction to the organization in 
the form of both direct and indirect cost.  Direct costs 
are referring to costs such as expenditures incurred on 
the selection, recruitment, induction and training of 
new employees (Staw 1980). Indirect costs are 
referring to cost of learning, reduced morale, pressure 
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on the existing employees and the loss of social capital 
(Des and Shaw 2001). In addition, high staff turnover 
will jeopardize the progress on achieving organization 
pre-determined objectives and goals. In addition to 
monetary measureable cost, non-monetary cost such as 
deteriorated reputations and goodwill, lost of 
customer’s loyalty, reduced branding trust, etc. may 
bring forward much more severe and detrimental long 
term impact than monetary cost instead. 

The current era of 21st century are full of intense 
competition forces in this highly globalised and 
internationalized market environment, staff turnover 
costs is inevitably and expected to reduce and weaken 
the competitiveness of an organizations. The 
sustainability position and surveying abilities of an 
organization will be highly depended on the degree of 
its competitiveness strength among its competitors 
locally and globally.  

 

II.  LITERATURE REVIEW 

A. Leadership Styles: 
Transformational leadership: Transformational 

leaderships are defined as a leader who able to stimulate, 
inspire and transform his or her subordinates to strive harder 
in order to achieve extraordinary outcomes (Robbins et al., 
2010). Daft (2010), states that this type of leadership 
inspires followers to believe in their own potential, so as to 
create a better prospect and future for the organization while 
believing in the leader personally. Transformational leader 
is expected to be able to provide a clear vision and mission, 
inspire self-esteem and gain trust and respect through 
charisma (Bass, 1990). Bass (1990) highlights the fact that a 
transformational leader will asks his or her subordinates to 
go beyond self-interest for the benefit of the team, the 
organization as well as society. The followers of such a 
leader feel trust, admiration, loyalty and respect for the 
leader and because of the qualities of the transformational 
leader are willing to work harder than originally expected. 

Yukl (1999) draws some tips for transformational 
leadership: 

1) Develop a challenging and attractive vision, 
together with the employees. 

2) Tie the vision to a strategy for its achievement. 
3) Develop the vision, specify and translate it to 

actions. 
4) Express confidence, decisiveness and optimism 

about the vision and its implementation. 
Realize the vision through small planned steps and small 

successes in the path for its full implementation 
Transactional leadership: Transactional leadership 

focuses on leader-follower exchanges in which subordinates 
are expected to carry out their duties and perform according 
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to instruction. The followers in turn expect that they will be 
compensated positively in line with the results generated by 
them. This also includes negative actions such as punitive 
and penalties in the event that the followers or subordinates 
fail to perform as instructed. Rewards include 
complimentary comments, praise and recognition upon 
successful compliance with the instructions from the leaders 
and the achievement of their objectives (Riaz and Haider, 
2010). The transactional leader works through creating clear 
structures whereby it is clear what is required of their 
subordinates, and the rewards that they get for following 
orders. Punishments are not always mentioned, but they are 
also well-understood and formal systems of discipline are 
usually in place. This kind of leadership uses extrinsic 
motivation to increase productivity (Bass,1990). 

Turnover intention: Turnover intention is defined as an 
employee’s personal estimated probability that he or she has 
a deliberate intent to leaving the organization permanently 
in near future (Horn and Griffeth 1995).  ‘Employee 
turnover’ as per Lucy, et al. (2004) is refers to an employee 
who are considering and thinking to quit a job. The word 
‘intention’, according to Ajzen and Fishbein (1980) and 
Igbaria and Greenhaus (1992), is the main determinants of 
actual quitting from the job behavior (cited in Salahudin et 
al. 2009). Turnover intention also cited as one’s propensity 
to leave by Lyons (1971).   Turnover are classified and 
categorized into voluntary or involuntary, as well as 
functional or dysfunctional, each will have varying degree 
of impact on the organization (Wells et al. 2010). 

As cited in Wells et al. (2010), voluntary turnover is 
defined as a process in which an employee makes decision 
whether to stay on or leave the organization (McPherson 
1976). Mobley (1982) further commented that this type of 
turnover is usually dysfunctional and can be most 
detrimental to the organization. It is also warned by Abbasi 
and Hollman (2000) that those that most likely to leave the 
organization are those most talented and smartest employee 
within the group. Their valuable experiences, talent, skills 
and knowledge will leave with them and resulted in 
deteriorating efficiency (Abbasi and Hollman 2000).  

In contrast, involuntary turnover is referred to the 
situation in which the organization undertaken the control 
over the employee’s decision to stay or leave the 
organization (McPherson 1976). The reason why it is 
classified as functional turnover is due to the often removal 
of under-performing employees (Wells et al. 2010). 

B. Direct Relationships Among Research Variables 
The relationship between transformational / transactional 

leadership and employees’ turnover intention: The 
relationship between transformational and transactional 
leadership and turnover intention has been explored by a 
number of researchers such as Bycio et al. (1995), Bass, 
(1988) and Martin and Epitropaki (2001). Their studies 
have generally shown that transformational leadership is the 
key factor in reducing and mitigating turnover intentions. In 
the studies undertaken by Martin and Epitropaki (2001), it 
was found that transformational leadership was contrary 
related to turnover intentions among employees for several 
commercial and profit-oriented based businesses. In another 
study carried by Bycio et al. (1995) in the nursing 

profession, it was found that higher degrees of 
transformational leadership were associated with lower 
intention to leave. This supports the outcome of the earlier 
study by Bass (1988). 

Wells et al. (2010) has conducted a separate study to 
investigate the relationship between leadership behaviors 
(transformational and transactional), satisfaction with the 
leaders, and voluntary turnover intentions on 200 
participants from National Collegiate Athletic Association 
Division I softball and volleyball assistant coaches in the 
USA. The study result revealed significant negative 
associations between transformational leadership behavior 
and voluntary organizational turnover intentions as well as 
the correlation between transactional leadership behavior 
and voluntary organizational turnover intentions. Wells’s 
study further explained on why transactional leadership 
behavior was related to reduce voluntary organizational 
turnover intentions by quoting justice theory of Cobb et al. 
(1995). Justice theory can be applied to explain on the 
rationale as to why direct negative relationship also 
observed for transactional leadership. The theory said that if 
the followers or staff are satisfied and felt that the 
organizational processes are fair with clear work 
instructions and task objectives given with systematic 
comprehensive reward and incentive policies in place, then 
the followers or staff are less likely to search or look for 
other employment opportunities elsewhere (Wells et al. 
2010). 

Base on the above literature review, a conceptual 
framework is developed (Fig. 1). 

 

Fig. 1.  Conceptual framework 
 

III.  CONCLUSION  
Employees’ turnover intention has always been a key 

concern faced by organizations regardless of their 
location, size or nature of business. Transformational and 
transactional leadership styles might be one of the 
effective solutions for organizations who has high staff 
turnover. Base on a review of the literature, majority of 
the studies had identified a negative relationship 
between leadership style and employees’ turnover 
intention in various fields of industries. 
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