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Abstract 
 

Leadership style is a kind of method and ability that aims to realize organizational 
targets and affect all organizational activities.This quantitative study focused on various 
business domains in Saudi Arabia to examine how leadership styles are related to human 
resource strategies and organizational performance. The study adopted the self-administered 
survey methodology technique using a pre-validated pre-piloted questionnaire. Data were 
analyzed using structural equation modelling. A total of 269 questionnaires were returned 
with a response rate 93.3% based on a convenience method. Our survey found that the 
leadership style has a positive and direct relationship with organizational performance and an 
indirect relationship with human resource strategy as a mediator, while human resource 
strategies contribute positively and significantly to organizational performance. The findings 
are relevant for operating human resource management strategies and developing leadership 
style. In practice, the various leadership styles presented here can serve as a basis with which 
enterprises can implement various HRM strategies. An enterprise can use this information to 
promote recognition and devotion among its employees based on a range of strategies or 
leaderships, and then creates the overall organizational performance. 

 
Introduction 

 
In the modern competitive business world, organizations must adapt to meet their 

customers’ needs. Organizations rely on their leaders to facilitate these changes and 
innovations. The degree to which an organization achieves its goals and objectives depends 
on its managers and their leadership styles. Managers who adopt appropriate leadership styles 
can impact productivity in a positive way. Studies have shown that an organization’s 
performance is directly correlated to the leadership styles of its leaders. 

There is a common belief that effective leadership positively influences organizational 
performance [1]. In the United States context, Behling and McFillen [2] confirmed a link 
between leadership and high performance by developing a model of 
charismatic/transformational leadership in which a leader’s behavior can inspire and 
empower his or her subordinates to exert high effort and commitment and be willing to take 
risks. Furthermore, for many organizations, success may result from leadership’s wisdom, 
technical capability and innovation, excellent quality or a distinguished reputation, all of 
which are “human-related”. Therefore, since 1980, a company’s human resource 
management (HRM) strategy has become an important issue [3].  
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While different studies have investigated the effect of leadership style and human 
resource (HR) strategy on organizational performance, most have been conducted in 
developed countries and only a few in less developed countries [4]. Nijssen et al. [5] 
questioned the validity of applying the findings from developed countries to smaller, less 
developed countries. The research findings from more developed countries are not 
necessarily applicable to organizations in less developed countries [4], which mean that great 
care must be taken when extending the findings of studies conducted in developed countries 
like the USA to countries such as Saudi Arabia. The principal objective of the study is to 
provide deeper insights into the relationships between leadership style and organizational 
performance in the context of Saudi Arabia.  

 
Literature review 

 
Leadership style 

Mousavi et al. [6] defined leadership as the process by which a subordinate is 
influenced by being inspired to achieve a target, the group cooperates, and the established 
mission is accomplished, with support from external groups. Fry [7] defined leadership as the 
use of a strategy to inspire staff and enhance their potential for growth and development. 
Northouse [3] described leadership as a process by which an individual influences a group to 
achieve a common goal.  

Stogdill [8] argued that leadership style is a kind of method and ability that aims to 
realize organizational targets and affect all organizational activities. According to Fiedler 
(1969), leadership style refers to a relationship by which someone makes a number of people 
work together for a common goal. Four main modern leadership style theories have been 
presented: (1) charismatic leadership, (2) transactional leadership, (3) transformational 
leadership, and (4) visionary leadership (3; 1). These styles were adopted as the dimensions 
of the leadership style in this study and are discussed below. 
 
Transactional leadership and performance 

This leadership style, which is based on bureaucratic authority and legitimacy within 
an organization, emphasizes work standards, task-oriented goals, and assignments. The main 
focus is on completing tasks and employee compliance, and organizational rewards and 
penalties help influence employee performance According to Robbins [9], transactional 
leaders “guide or motivate their followers in the direction of established goals by clarifying 
role and tasks requirements.” Part of transactional leadership is an exchange process that 
leads to followers complying with their leader’s request, but is unlikely to generate 
enthusiasm and commitment to the task objective. Leaders focus on having internal actors 
perform the tasks that are required for the organization to reach its desired goals [10]. A 
transactional leader’s objectives are to ensure that internal actors clearly understand the path 
to goal attainment, to remove potential barriers within the system, and to motivate actors to 
achieve their goals [11]. Fry [7] found transactional leadership to be the primary factor 
behind organizational success at both levels the team and individual, and that such leadership 
behavior has a vital connection to group and individual performance factors. 
 
Transformational Leadership and Performance 

Transformational differs from transactional leadership in the way that individuals are 
motivated. The behavior of a transformational leader originates from his or her personal 
values and beliefs and will help motivate subordinates to achieve more than is expected of 
them [12]. Burns [13] identified transformational leadership as a process whereby “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.” Feinberg et al. [14] claimed that transformational 
leaders support and promote cooperative decision making. Similarly, Gillespie and Mann 
[15] argued that the leaders of an organization looking to achieve its goals and objectives and 
gain cooperation should encourage employees to grow and develop, offer emotional support, 
set high goals, and work both individually and as a team to develop employees’ abilities. 
Gillespie and Mann [15] also found that the ability of a transformational leader to 
communicate, and develop followers will help promote trusting relationships between the 
members of the organization. Previous studies have shown that transformational leadership is 
strongly correlated to organizational performance. This statement also expressed by Zhu et al. 
[16] stated that transformational leadership has been positively linked to organizational 
performances and that chief executive officers play a vital role in a firm’s success. 
 
Charismatic leadership  

Authentic leadership provides the basis for understanding why certain leaders are 
considered charismatic. Voon and Ayob [17] argued that the influence of leadership 
originates from the nature and behavior of the leader. These factors may cause employees to 
perceive their leader as charismatic in the sense that the leader genuinely represents the group 
he or she leads and, moreover, that the leader’s behavior reflects his or her own values and 
those of the group [3]. 
 
Visionary leadership 

Visionary leaders innovate a strategic future vision, then communicate that vision by 
framing and using metaphors, modeling the vision through consistent action, and building 
commitment towards the vision [17, 18). Scholars [e.g. 16] have suggested that visionary 
leadership results in high levels of cohesion, trust, commitment, and motivation, and 
therefore performance in new organizational environments. 
 
Human resource management strategy 

An organization’s HRM strategy is a set of inner-organizational personal management 
strategies. Effective application of such a strategy can help enterprises effectively use 
employees to achieve organizational targets. A number of scholars have attempted to 
delineate various types of human resource management strategy. These classifications 
include the inducement strategy, the investment strategy, and the participation strategy 
presented by Dyer [19], and three other types of HRM strategies (accumulation, utilization, 
and facilitation) offered [20]. Subsequently, Northouse [3] presented the development 
strategy, the motivational strategy, the reinforcement strategy, and the transfer strategy as 
dimensions of an HRM strategy. 
 
Organizational Performance 

Choi and Mueller [21] argued that an enterprise must consider financial and non-
financial indices simultaneously when evaluating performance. Non-financial indices such as 
employee morale and product quality are important for a company’s long-term operation. 
Long and Thean [12] claimed that organizations were most commonly measured using 
traditional financial performance factors such as return on investment, earning power, and, 
most commonly, sales revenue. Therefore, the present study has adopted the performance 
measurement methods that Ali et al. [22] presented, such as financial performance, 
organizational effectiveness, and business performance, as dimensions of organizational 
performance. 
 
 



The relationship between leadership and organizational performance 
Many reasons why there should be a relationship between leadership and 

performance. First among these is related to practice. Contemporary markets, which are 
intensive and dynamic, feature innovation-based competition, price/performance rivalry, 
decreasing returns, and the creative destruction of existing competencies [22]. Scholars and 
practitioners have both suggested that effective leadership behaviors can help improve 
performance when organizations are faced with such new challenges [23, 24]. It is also 
important to understand the effects of leadership on performance because some researchers 
[e.g., 16] consider leadership to be one of the key driving forces behind improvement in a 
firm’s performance. 

Effective leadership is considered as an active source of management development for 
the improvement of organizational performance [17, 25, 26]. For example, transactional 
leadership can assist an organization in more efficiently achieving its objectives by 
connecting job performance to valued rewards and by making sure that employees have the 
resources they require [16].  

According to Mehra et al. [27], organizations seeking efficient ways to help them 
outperform their competitors often focus on leadership. This leader-centered perspective has 
offered valuable insights into the relationship between leadership and team performance [22]. 
Some researchers [e.g. 28, 29, 23, 30, and 3] have explored the strategic role of leadership 
and how leadership paradigms and leadership behavior can be used to improve organizational 
performance. Previous research has generated expectations that leadership paradigms will 
directly affect customer satisfaction, financial performance, and staff satisfaction. In the 
extant leadership research, results tend of depend on the level of analysis. House and Aditya 
[11] identified micro-level research with a focus on leaders in relation to their subordinates 
and immediate superiors, as well as macro-level research that have a closer focus on the 
overall organization and its environment. Other scholars have suggested that leaders, as well 
as their leadership styles, influence both their subordinates and organizational outcomes [e.g., 
31]. This leads to our first hypothesis: 
(H1): Leadership style has a positive effect on organizational performance. 
 
Relationship between HRM strategy and leadership style 

Successful leaders should eschew their own personal style and instead try to involve 
everyone in leadership, and combining leadership style with a HRM strategy will create 
suitable strategies over time [32]. Accordingly, a HRM strategy that encourages and trains 
staff can encourage leaders to reveal their leadership style [33]. The HRM strategy should be 
the core of a leadership style [34]. 

With regard to management, leadership should not solely emphasize care for 
employees and efficiency. In an organizational environment, managers should select a proper 
and effective HRM strategy and adopt a suitable leadership style in order to lead 
organizational members toward the organization’s targets [33]. Accordingly, leaders combine 
communication, integration, and excitation to effectively implement the HRM strategy [11]. 
Based on the discussion above, we formulated the following hypothesis: 
(H2): Leadership style has a significant effect on a company’s human resource management 
strategy. 
 
Relationship between HRM strategy and organizational performance 

The HR function has changed greatly in recent years, with HR professionals coming 
to be viewed more as business partners. The organization’s HR strategy should have a similar 
orientation in order to ensure the organization’s success and also its sustenance. For example, 
business leaders must continually evaluate their talent area in order to determine whether 
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their organization has the appropriate expertise needed to achieve the company’s business 
strategy. Integrating HR strategy into the company’s business strategy forms the basis upon 
which the HR function can support and implement the company’s strategic plan in order to 
achieve a competitive advantage. The most profitable organizations are the ones that align 
their HR and business strategies. In an HR strategy is to help enhance profits, it must be well 
documented, and also integrated into the company’s business strategy; it must include 
practices that deliver the business strategy across the organization; and it must be considered 
part of the company’s leadership group, which has the ability to influence the business [29].  

Riaz and Haider [35] believed that effective HRM strategies (which includes attitude 
assessment, recruitment and selection, work design, performance evaluation, labor 
participative management plans, incentive compensation, performance rewards, information 
sharing, and complaint handling procedures) can contribute to organizational performance. 
The degree of HR alignment can help indicate whether the work of the HR function is adding 
value to the bottom line of the business. To align HR, successful organizations stop viewing 
HR as a department with a budget, personnel, and tasks, and they instead define it as an 
organization that has customers, resources, and services to deliver. The next step is to 
determine whether the “customers” are receiving the “services” they expect.  
According Riaz and Haider [35], innovative HRM strategies, such as careful selection, 
training, and incentive compensation, correlate positively with organizational performance. 
This led to H3: 
(H3): A company’s HRM strategy has a significantly positive effect on its organizational 
performance. 
 

Methods 
 

Based on our literature review and the three hypotheses presented above, we have constructed 
our research framework, as shown in Figure 1. 
 
Figure 1 Research framework 
 
 
 
 
 
 
 
 
 
 
 
 
Data Collection 

The present study used a quantitative questionnaire to collect empirical data that 
measured the three following variables: transformational leadership, firm performance, and 
strategic HR. Prior to creating the formal questionnaire and analyzing the predictive 
questionnaire, we pilot-tested the measures to validate the questionnaire items. We applied 
the convenient sampling method and analyzed data using AMOS version 20. We conducted a 
confirmatory factor analysis (CFA) on the structural models and measurement models; CFA 
specifies which indicators define each latent construct [36]. We then used measurement 
analysis, direct indirect impact analysis (mediating effect), and composite reliability analysis 
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to test the hypothesized structural model’s fit. 
The questionnaire respondents included enterprise leaders and high-level operations 

staff from firms operating in various business domains in Saudi Arabia, including 
consultancies, software firms, banks, insurance firms, airlines, dried dated manufacturers, and 
petrochemicals companies. A total of 269 questionnaires were returned; after eliminating 18 
incomplete questionnaires, 251 valid questionnaires remained. The average age of the 
respondents was 36 years. The job titles of the respondents were chief executive officer, 
analyst, deputy manager, senior manager, consultant, and management trainee. Work 
experience ranged from three years to nine. The average leader-follower relationship duration 
was 3.2 years.  
 
Measuring instrument 

Because the survey was conducted in Saudi Arabia, the questionnaire had to be 
translated from English to Arabic and the language on both versions had to be equivalent. 
The questionnaire was translated into Arabic by two bilingual Arabic/English lecturers from 
the Al Imam Language Center. The double-translation method was used in order to ensure 
that the Arabic version was an accurate representation of the English version [36]. 

 
Leadership style measurement 

The scale, which was modified from the Zhu’s [16] multifactor leadership 
questionnaire, had 28 questions. Based on frequency performance, leadership behavior was 
scored on a five-point Likert scale with the following levels: “never”, “seldom”, 
“occasionally”, “often”, and “always”. Following the factor analysis, five factors were 
extracted as shown in Table 1. 
 
Organizational performance measurement 

The questionnaire asked respondents about how their companies had performed over 
the past three years compared to their competitors. Our main reason for choosing 
organizational management performance over the past three years was to reduce short-term 
difference. The questionnaire had 10 questions, each of which used Likert’s five-point 
scoring system, with scores ranging from “strongly disagree” to “strongly agree”. After the 
factor analysis, we extracted three factors, as shown in Table 1. 
 
Human resource management strategy measurement 

In the present study, the HRM strategy is divided into the following dimensions of the 
HRM strategy development strategy: transfer strategy, reinforcement strategy, and 
motivational strategy. This scale evolved from reference to relevant literatures, based on the 
human resource management strategy questionnaire presented by Weng [37]. 

 
Results 

 
Exploratory factor analysis (EFA) reliability using α value was extracted as shown in Table 1 
for all variables.  

Three major components had eigenvalues >1, which cumulatively explains 90.2 
percent of the variance. Factor 1 represents “leadership style” and consists of the 13 items 
that remain from the 17 originally proposed items. Factor loadings >0.50 explained 51.7 
percent of the variance. Factor 2, “organizational performance”, consists of five items with a 
factor loading >0.50 and a percentage of variance of 62.8 percent. The final factor was human 
resource strategy, which consists of six items out of the nine originally proposed items. In 
conclusion, the EFA suggests that all of the factors are likely to be constructs of each 



measure; therefore, the internal consistency of each construct is substantiated.  
The data presented in Table 1 provides sufficient evidence of the reliability of the 

constructs, given that the Cronbach’s Alpha is >0.80. The next item from the output is the 
KMO and Bartlett’s test (KMO should be >0.50 in order for a satisfactory factor analysis to 
proceed). The KMO measure in Table 1 is 0.940. The Bartlett’s test of sphericity is also 
significant, at <0.050, which indicates that the scales have high levels of internal consistency 
and are reliable, with Cronbach’s Alpha values >0.921. This suggests that all of the study’s 
constructs and variables are based on well-established instruments with high reliability scores 
(from previous studies), and each construct has very good internal consistency. 
 
Table 1. Presents the results of the EFA and the Cronbach’s alpha.   
Constructs items Factor loading α 

Charismatic 
leadership 

Item 1 0.847 

0.865 
Item 2 0.736 
Item 3 0.698 
Item 4 0.812 
Item 5 0.701 

Transactional 
leadership 

Item 1 0.872 0.921 Item 2 0.903 

Transformational 
leadership 

Item 1 0.884 
0.828 Item 2 0.811 

Item 3 0.789 

Visionary 
leadership 

Item 1 0.779 
0.834 Item 2 0.725 

Item 3 0.698 

Organizational 
performance 

Item 1 0.801 

0.876 
Item 2 0.816 
Item 3 0.741 
Item 4 0.722 
Item 5 0.737 

human resource 
management 
strategy 

Item 1 0.832 

0.896 

Item 2 0.804 
Item 3 0.752 
Item 4 0.688 
Item 5 0.632 
Item 6 0.775 

 
Confirmatory Factor Analysis (CFA) 

Despite the good results produced by EFA, we made modifications using 
confirmatory factor analysis (CFA) to ensure that our hypothesized model met the SEM 
assumptions. Although the items were statistically significant under EFA, they may be 
subject to certain modifications. The measurement model, which is a CFA model, specifies 
the way in which the variables measured represent a construct that is not measured directly 
[36]. We used the AMOS 20.0 software to assess the model and examine discriminant and 
convergent validity. We used SEM to further analyze the 16 items noted in the CFA. As 
reported in Table 2, RMSEA and RMR are both well within the ranges of acceptability that 
Abbas et al. [38] recommended, respectively. As noted above, [38] indicated that a RMSEA 
of less than 0.08 indicates both a good fit and a reasonable approximation error within the 
population. The measurement model’s RMR indicates a good fit.  



Table 2. Confirmatory factor analysis (CFA) of all measurement and structured model 
(goodness-of-fit indices) 
CFA Model df CMIN CMIN/df NFI GFI AGFI CFI REMSEA 
Leadership style 
(Exogenous) 2 2.931 1.465 0.998 0.995 0.981 0.998 0.031 

HRM 
(Exogenous) 2 2.870 1.435 0.995 0.994 0.957 0.999 0.029 

Organizational 
performance 
(Endogenous) 

2 2.664 1.332 0.996 0.996 0.986 0.999 0.022 

Structural 
Model 282 321.32 1.139 0.958 0.938 0.912 0.990 0.021 

 
Table 3. CMIN (Goodness-of-Fit indices) Hypothesized Model 

Model NPAR CMIN DF P CMIN/DF 

Default model 66 321.32 282 0.058 1.139 
Saturated model 406 0.000 0   
Structural model 16 14158.805 378 0.000 37.457 

 
As shown in the tables, all indices indicate that the model has achieved a good level of 
overall fit. 
 
Table 4. Hypothesized Model (Goodness-of-Fit indices) 
Measures Fit Indices Threshold Values 

Absolute Fit Level 

RMSEA 0.027 below 0.08 

GFI 0.927 0.90 and Above 
P- Value 0.000 P- Value ≥0.05 

Incremental Fit Level 

AGFI 0.912 0.90 and more 
CFI 0.999 0.90 and more 
TLI 0.992 0.90 and more 
NFI 0.969 0.90 and more 

Parsimonious Fit Level 
CMIN/df 1.139 Less than 2.0 
SMC (R²) 0.720 Bigger better 

 
Hypothesized Model Analysis 

We used AMOS 20.0 Graphics software to run the structural model and test the 
hypothesized relationship between constructs. We compared the structure coefficients 
between latent variables using the maximum likelihood (ML) estimation to. We examined the 
goodness-of-fit indices (GOF) ML having assumed normal distribution among the observed 
variables; an assumption that the data in the previous section showed has been met. The 
model hypothesized in Figure 1 yields a χ2 (chi-square) of 321.32, a degree of freedom of 
282, and a P-value of 0.000 (which is not significant at the 0.050 level); this indicates that, 



apart from the P-value, the model fits the data very well. However, the chi-square statistic is 
especially sensitive to the sample size, which means it is more appropriate to consider other 
fit measures. All of the other fit measures indicate the model’s goodness of fit to the data, 
based on Table 3. 
 
Mediating Effect of the Hypothesized Model 

When a third variable or construct intervenes between two related constructs, this 
creates a mediating effect (see Table 5). The mediating effects of HR strategy were tested in 
the relationship between perceived leadership style and organizational performance. The 
results indicate that HR strategy is a partial mediator and its significant indirect effect of 
0.381 does support the model we hypothesized in H3. 
 
Table 5. Direct, Indirect, and Total Effects of Hypothesized Model 

Endogenous Variable (Organizational performance) 
 Indirect effect Direct effect Total effect 

Leadership style 0.381 0.329** 0.432** 
 

Hypothesis Testing of Hypothesized Model 
Abbas et al. [38] showed that each parameter’s un- standardized estimate (SE) has 

regressions weights present, where the estimation of the critical ratio (CR.) is divided into the 
SE. If the result is above +/-1.96, (null hypothesis), then CR is 0" is rejected. Table 6 shows 
the SE and each parameter’s CR.  
 
Table 6. Regression Weight for Testing the Hypotheses Results (Hypothesized Model) 

H. Estimate SE. C.R. P Hypothesis Support 
H1 0.818 0.053 11.396 *** Asserted 
H2 0.258 0.030 8.667 *** Asserted 

 
Discussion and conclusion 

 
This study has examined the relationship between leadership style, organizational 

performance, and human resource management strategy, and has also asked whether the 
interaction between leadership style and HRM strategy affects organizational performance. 
Based on our findings, an organization can start adjusting its leadership style if it wishes to 
promote organizational performance. The results should have value for enterprises looking 
for suitable leadership candidates when implementing their HRM strategy. 

In this study, HRM strategy (the independent variable) had a significantly positive 
effect on organizational performance. Overall, an enterprise will be affected by its 
development strategy, its motivational strategy, its reinforcement strategy, and its transfer 
strategy, all of which will directly affect its organizational performance. In HRM strategies, 
the development and motivational strategies have a significantly positive effect on 
organizational performance. In other words, an organization’s performance will receive a 
significant boost if it uses either the motivational strategy or the development strategy for 
management. This suggests that implementing a development strategy and a motivational 
strategy for employees with high-work-willingness and for employees with low-work-
willingness who have high work ability will help promote organizational performance.  
The present study has used HRM strategies such as the development strategy, the 



enforcement strategy, the motivational strategy, and the transfer strategy to establish a model 
with which to analyze the relevance between organizational performance and various 
leadership styles. This can be used as a reference basis for future relative research. In 
practice, the various leadership styles presented here can serve as a basis with which 
enterprises can implement various HRM strategies. An enterprise can use this information to 
promote recognition and devotion among its employees based on a range of strategies or 
leaderships, and then creates the overall organizational performance. Also, it is possible to 
use different leadership styles for different strategies. Consequently, this study has both 
theoretical and practical reference value. 
 

Research implications 
 

Although some researchers have suggested a hypothesized leadership-performance 
relationship, current findings are both inconclusive and difficult to interpret. Scholars have 
suggested that leadership helps enhance organizational performance, while others have 
argued to the contrary. The various concepts of leadership used by these studies have made 
direct comparisons virtually impossible. The failure to distinguish levels of leadership has left 
gaps and unanswered questions in the literature. There is, consequently, a need for future 
research to re-test the proposed leadership-performance relationship. 
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