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Abstract 
Small and Medium Enterprise (SMEs) in Malaysia contribute to economic development by virtue of their sheer 
numbers and have a large contribution to Gross Domestic Product in Malaysia. However, employee turnover is 
a key concern not only in SMEs sector but in all type of business. Therefore, the main objective of this study is 
to investigate the association between leadership styles and turnover intention within SMEs in Malaysia. The 
theoretical framework discusses the impacts of leadership styles to turnover intention within SMEs in Malaysia. 
This study was conducted based on the perspectives of leaders and employees in the company. A quantitative 
research method was employed through the use of survey to collect the data to obtain relevant information from 
respondents. A total of 100 employees participated in this study. The population of this study are 5 companies in 
SMEs sector.  Finding from this study demonstrated that there is a relationship between transformational and 
transactional leadership style and turnover intention within SMEs in Malaysia. This study also demonstrated 
that the transformational leadership style has contributes the most to turnover intention within SMEs in 
Malaysia if compare with transactional leadership style.  
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Introduction 
 

SMEs referred to Small and Medium Enterprise and it generated a huge contribution to 
Malaysia economy. According to Salikin, Wahab, and Muhammad (2014), Small Medium Enterprises 
(SMEs) play important roles in Malaysian economy. In Malaysia Economonic Census Report 2011 
shown that there were 645,136 SMEs operating in Malaysia. They also stated that 97.3% of business 
establishment are comprised of small and medium enterprise (SMEs) that account for about 52.7% of 
total employment had been generated in Malaysia. Employee turnover will lead organization face 
operational disruption due to the difficulty in replacing the skilled and ability employees and the 
demoralization of organizational membership will be increased (Staw, 1980). In order to reduce 
employee turnover rate, leadership plays a crucial role in increasing organizations and individual’s 
performance because they are the one who provide the followers what is needed to keep them 
productive and proceed toward the shared vision (Gul, Ahmad, Rehman, Shabir, & Razzaq, 2012).  

Furthermore, Abbasi and Hollman (2000) and Chang and Lee (2007) noted that the quality of 
employees’ relationship with their manager are related to the manager’s leadership effectiveness. 
They also stated that employees need to feel they are invested in their work and entrusted by their 
leaders to prosper within the organization and if the leaders are fail to recognize their employees’ 
contribution eventually will alienates the employees and reduces their job satisfaction and 
organizational commitment (Abbasi & Hollman, 2000) and increase employee turnover intention. 
Therefore, in order to discovering what characteristics define and effective organizational leader, one 
of the important theories that have arisen is transformational leadership and transactional leadership.  
Transformational leadership model become important claim because this type of leader can create an 
environment where people want to work effectively and they emphasizes the greater good of the 
group and acts in ways that build respect. They also will develop and communicates a compelling 
vision for the future. On the other hand, transactional leadership style clarifies performance targets 
and who is responsible for achieving those targets (Derue, Nahrgang, Wellman, & Humphrey, 2011). 
According to research conducted by Aziz, Abdullah and Tajudin (2013) stated that different 
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leadership styles such as transformational and transactional are two main leadership styles are 
commonly uses in Malaysia. However, transformational leadership style is displayed more than 
transactional leadership style (Arham, Bourcher, & Muenjohn, 2013).  
 Nowadays, SMEs sector in Malaysia have to face a myriad of challenges in global 
environment. For instance, low employee productivity, lack of managerial capabilities, low service 
quality and organizational effectiveness will affect performance of SMEs which is a particular 
challenge been highlighted (Chee, 1986; Hashim, 1999; Saleh & Ndubaisi 2006 Mustapha, Muda, & 
Hasan, 2011) and these factors will affect staff turnover rate. Staff turnover has been always the key 
concern issues faced by every organization including in SMEs sector and the high turnover brings 
destruction to the organization to both direct and indirect cost (Ali, 2009 as cited in Long, Thean, 
Ismail, & Jusoh, 2012). Furthermore, the employee turnover intention has to be dealt with in an 
appropriate manner especially in SMEs (Long, Ajagbe & Kowang 2014). Nowadays, with the 
attraction of younger and better educated workforce, there is a “growing concern in the shift of 
employee’s negotiations from the bargaining table to the courts as organizations and individuals 
attempt to define rights, obligations and responsibilities” (Patton, 2005; Long, Ajagbe, & Kowang, 
2004).  
 This research is conducted to address leadership style and employee turnover intention in 
Small Medium Enterprise (SMEs). In this research, the data will be collect from the SME sector in 
Malaysia. Employees who have experienced the superior-follower relationship will be ask to 
participate in this study in order to find out is there a relationship between the types of leadership style 
and employee turnover intention. 
 
Leadership Styles 
 
Transformational Leadership: Transformational leadership is to improve subordinates’ 
performance by changing the motives and value of employees. This type of leadership style will direct 
employees intrinsically toward achievement of long run organizational objective (Gul, Ahmad, 
Rehman, Shabir, & Razzaq, 2012). The characteristics of transformational leadership include 
individual influence, intellectual stimulation and spiritual encouragement. The leader always take 
every employee into consideration, they will establish vision and mission to motivate employee, try to 
create open culture, develop trust the employees to reach their goals and allow employees go beyond 
self-interest for the benefit of the team, organization or society (Nanjundeswaraswamy & Swamy, 
2014).  

Transformational leadership include four important element which are labelled as the “Four 
I’s “that include idealized influence, inspirational motivation, intellectual stimulation, and 
individualized consideration (Bass, 1985). Idealized influence (II) refers to leaders becoming admired, 
respected, and emulated role model(Bass, 1990; Jung & Avolio, 2000; Bi, Ehrich, & Ehrich, 2012), 
inspiration motivation is refers to leader’s enthusiasm and optimism in creating a vision of the future 
in order to inspire other employees (Bi, Ehrich, & Ehrich, 2012), intellectual stimulation implies a 
leader who values the intellectual ability of follower, encourages innovation, and promotes creativity 
individual consideration implies the leader will make followers feel that their individual needs and 
abilities are understood by the leader and that the leader empowers them and energized them to get 
better (Bi, Ehrich, & Ehrich, 2012).  
 
Transactional Leadership: Transactional leadership are leader who focus on task oriented 
objectives and emphasize on work standards and emphasize on time to complete all the organizational 
tasks (Burns, 1978; Gul, Ahmad, Rehman, Shabir, & Razzaq, 2012). Transactional leader will take 
performance and reward as first priority and after that exchange in for an appropriate response that 
encourages employee to improve their performance (Nanjundeswaraswamy & Swamy, 2014). 

The employees who work under transactional leader will expect that they will be 
compensated positively in line with the result generated by them. However, this also includes negative 
action which is punitive and penalties if the employee fails to perform as instructed. The reward also 
includes complementary comments, praise and recognition upon successful compliance with the 
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instruction from the leader and the achievement of their objectives (Long, Thean, Ismail, & Jusoh, 
2012). 

The components of transactional leadership include contingent reward, exhibits active 
management by exception and exhibits passive management by exception. Contingent reward is offer 
reward to followers in exchange for complying with the leader’s wishes and directive (Judge & 
Piccolo, 2004). The exhibits active management by exception is the transactional leaders actively and 
closely monitor followers to ensure that performance problems are detected and if necessary penalize 
followers for these problems and exhibits passive management by exception is the leaders using the 
passive form where intervene only after the problem has arisen (Judge & Piccolo, 2004). 
 
Turnover Intention: The definition of turnover intention is an “employee’s personal estimated 
probability that he or she has a deliberate intent to leave permanently in near future” (Long, Thean, 
Ismail, & Jusoh, 2012) and employee turnover is an employee who have intention to quit the job. The 
word “Intention” refers to the main determinants of actual quitting from the job behaviour. Turnover 
also divided into two categories which in voluntary and involuntary turnover. Voluntary turnover is a 
process that an employee makes decision on whether to stay or leave the organization and this type of 
turnover usually dysfunctional and can be most detrimental to the organization (Wells & Peachey, 
2010; Long, Thean, Ismail, & Jusoh, 2012).  
 On the other hand, involuntary turnover is a situation that the organization undertaken the 
control over the employees’ decision to stay on or leave the organization and this was classified as 
functional turnover which due to the often removal of under-performing employees (Long, Thean, 
Ismail, & Jusoh, 2012). Abbasi, Hollman (2000) and Watrous, Huffman, and Pritchard (2006) stated 
that for the organization is concerned employee turnover can result in terrible negative concerns 
which will affect the decrease in morale, intervention in efficiency and customer relations. Therefore, 
turnover should be reduced by organization because it will affect organization performance.  
 
The Relationship between Transformational and Transactional Leadership and 
Employees’ Turnover Intention 
 
 Odumeru and Ogbonna (2013), indicated that both transformational and transactional 
leadership style have attracted the interest of many researchers in recent time and this study concluded 
that compared to transactional leadership, transformational leadership had resulted in lower turnover 
rates, higher productivity and high employee satisfaction.  

According to Long, Thean, Ismail and Jusoh (2012), employee’s turnover intention has 
always been a main concern faced by organizations regardless of any nature of business in Malaysia. 
They stated that many studies had identified there is a negative relationship between leadership style 
and employees’ turnover intention in various type of industries. They also stated that employee’s 
turnover intention has always been a main concern faced by organizations regardless of any nature of 
business in Malaysia. Therefore, their study was to conduct on the academic staff in a community 
college in Malaysia and the result did not support the outcome of previous study. Moreover, the 
relationship between transactional leadership and turnover intention has also been investigated as well. 
Well and Peachey (2010) showed that there is a significant negative correlation between transactional 
leadership and voluntary turnover intention. 
 Hamstra, Van Yperen, Wisse, and Sassenberg (2011) conducted a study exploring the 
relationship between leadership styles that focus on transformational and transactional leadership and 
followers’ self-regulatory preferences that may reduce followers’ turnover intentions, which stated 
that transformational leadership reduced turnover intention for highly promotion- focused followers. 
However, they claimed that transactional leadership reduced turnover intention for highly prevention-
focused followers because this type of leadership give followers clarity about rules and standards to 
protect the status quo and entails closely monitoring and correcting followers’ errors to ensure short-
term success. Indeed, these behaviours fit prevention-focused individuals’ preference to direct goal-
striving toward obligations and responsibilities, their preference for stability, their concern with 
avoiding mistakes, and their preference to look at short-term details (Higgins, 1997; Liberman, Nira, 
Idson, Camacho & Higgins, 1999; Higgins, Tory, Friedman, Harlow, Idson, Ayduk & Taylor, 2001; 
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Förster & Higgins, 2005). Therefore, the result showed high turnover intention at low transactional 
leadership.  
 
Research Methodology   
 
Research Design 
  
 This study investigates the relationship between leadership styles and employee’s turnover 
intention by means of a descriptive and analytical methodology. This is a quantitative study that has 
adopted a survey type design. The survey method using a structured questionnaire was utilized to 
obtain primary data from the participants. The data has been analysed using Statistical Package for 
Social Science Version 22 (SPSS 22). The collected data is then analysed using regression analysis to 
find out which leadership style contributes the most to employee’s turnover intention.  
 
Research Respondents and Data Collection 

 
The sample for this study was drawn from the population of Johor Bahru. The population of 

interest for this study was targeted at leaders and employees in SMEs in Johor Bahru. The researcher 
selected 5 companies’ employees in SMEs and the total numbers of employees of these 5 companies 
are 100. According to Krejcie and Morgan (1970), they suggested that 80 respondents are sufficient 
for the study. Therefore, the sample size for this study was targeted at around 100 samples. 
Researcher used snowball sampling to collect data. 
 
Research Instrument 

 
The distributed structured questionnaire comprised of three main parts Demographic Profile, 

Measurement of Leadership Styles, and Measurement of Turnover Intention. Demographic data are 
collected for five items which include gender, age, monthly income, highest qualification and years of 
services. Multifactor Leadership Questionnaire, Form6-S (MLQ) has been used to measure 
transformational and transactional leadership styles. Transformational leadership style is measured 
using 5 factors: (a) Idealized Influence, (b) Inspirational Motivation, (c) Intellectual Stimulation and 
(d) Individual Consideration. Transactional leadership style is measured using two factors: (a) 
Contingent Reward and (b) Management-by-Exception. The MLQ consists of 18 items or question 
each using 5 point Likert scale. (1) Strongly Disagree, (2) Disagree, (3) Neutral, (4) Agree and (5) 
Strongly Agree. The whole questionnaire is ordinal scale of measurement. Staff’s turnover intention 
will be measured using four-item measure by Mobley. These three items are (1) I often think about 
quit on current organization, (2) It is likely that I will actively look for a new job next year, (3) I will 
probably look for a new job in the next and (4) I often think of changing my job. 5 point Likert scale 
was used ranging from (1) Strongly Disagree, (2) Disagree, (3) Neutral, (4) Agree and (5) Strongly 
Agree. Several different approaches have been done to confirm the reliability of the MLQ that include 
rate-rerate consistency, subordinate-superior agreement, and peer ratings based on performance in 
small groups. It also have various type of evaluation such as performance ratings by supervisors and 
direct reports, standard financial measures, have demonstrated a positive relationship between 
transformational behaviour and high MLQ ratings (Bass, 1995;  Vinger & Cilliers, 2006). MLQ also 
have evidence from a number of studies conducted by Tejeda, Scandura and Pillai (2001). However, 
the reliability of this study will be examined using Cronbach’s Alpha Analysis. Avolio and Bass 
(1991) showed that the MLQ is a valid instrument across a number of validity types and Tejeda (2001) 
also found that MLQ appeared to show preliminary evidence of predictive and construct validity. He 
stated that the transformational subscales or items were highly inter-correlated in support of 
convergent validity and the transformational leadership scales were negatively related to both 
management-by-exception subscales and laissez faire leadership, providing support for discriminant 
validity. 
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Results 
 

A reliability analysis was conducted to test the reliability of the research instrument. 
Cronbach alpha value has been use to analyse the instrument. The Cronbach alpha values for all the 
variables are above 0.7. Measurement instrument should have reliability value more than 0.70. These 
statistical results therefore confirm the reliability of measurement scales used for this study. Table 1 
had shown the result of reliability analysis. It was conducted on each of the 4 factors examined under 
transformational leadership style. These include idealized influence (0.861), inspirational motivation 
(0.766), intellectual stimulation (0.830) and individualized consideration (0.682). A reliability 
analysis was conducted on each of the 2 factors examined under transactional leadership style. These 
include contingent reward (0.799) and management-by-exception (0.740). Reliability statistics 
(Cronbach alpha) for items measuring the turnover intention is 0.868. Table 2 below summarizes the 
demographic profile of the respondents which include gender, age, monthly income, highest 
qualification and year of services. A total of 100 respondents have been collected and include in the 
data analysis.  

 
Table 1: Cronbach’s Alpha Reliability Test  

Variable Number of items Cronbach’s Alpha 

Idealized Influence 3 0.861 

Inspirational Motivation 3 0.766 

Intellectual Stimulation 3 0.830 

Individualized Consideration 3 0.682 

Contingent Reward 3 0.799 

Management-by-exception 3 0.740 

Employee Intention to Turnover 4 0.868 

 

Table 2: Demographic Profiles of Respondents 

Demographic variables  Categories Frequencies  Percentages 
Gender  Male 49 49 
 Female 51 51 
Age Less than 25 years old 45 45 

 26-35 years old 35 35 
 Above 35 years old 20 20 
Monthly Income  Less than RM2500 48 48 

 RM2501-RM3500 31 31 
 Above RM3500 21 21 
Highest Qualification  Certificate 37 37 

 Diploma 38 38 
 Bachelor of Degree 23 23 
 Master Degree and above 2 2 
Year of Services  Less than 2 years 41 41 

 2-5 years 43 43 
 More than 5 years 16 16 
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 Table 3: The Transformational Leadership Style on Turnover Intention  

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 0.455 0.207 0.199 0.834 

 

Table 4: The Transactional Leadership Style on Turnover Intention 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 0.323 0.104 0.095 0.886 
    

 
 

 Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. 

 B Std. Error Beta   

(Constant) 3.405 0.395  8.615 .000 
Transactional 
Leadership Style 

 
-0.349 

 
0.103 

 
-0.323 

 
-3.381 

 
.001 

 

Table 5: Leadership Styles that contribute most to turnover intention 

  Coefficient    

 Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. Clnrty Ststc 

 B Std. Error Beta   Tolerance VIF 
(Constant) 4.485 0.479  9.361 .000   
Transformational 
Leadership Style 

 
-0.574 

 
0.160 

 
-0.415 

 
-3.595 

 
.001 

 
0.610 

 
1.638 

 
Transactional 
Leadership Style 

 
-0.069 

 
0.125 

 
-0.064 

 
-0.554 

 
.581 

 
0.610 

 
1.638 

 

The result of multiple regression analysis between leadership styles and turnover intention 
was demonstrated in Table 3 and Table 4. The R square which recorded value of 0.207 had indicated 
an influence between transformational leadership style and turnover intention in table 3. The beta 
value in this model indicated high impact of transformational leadership style on turnover intention. 
 Furthermore, the R square which recorded value of 0.104 had indicated some influence 
between transactional leadership style and turnover intention in table 4. The beta value in this model 
indicated the impact of transactional leadership style on turnover intention (-0.323). 
 Based on above result, both leadership styles have shown significant relationship with 
turnover intention in this study.  The result of multiple regression analysis had shown that the R 
square which recorded value of 0.210 had indicated an influence between leadership styles and 

     

Model Unstandardized Coefficients Standardized 
Coefficients 

t Sig. 

 B Std. Error Beta   

(Constant) 4.431 0.468  9.477 .000 
Transformational Leadership 
Style 

 
-0.629 

 
0.124 

 
-0.455 

 
-5.061 

 
.000 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 0.458 0.210 0.193 0.834 
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turnover intention (Table 5). The beta value for transformational leadership style is -0.415 and 
transactional leadership style is -0.064 which indicated impact of leadership styles and it also shown 
that transformational leadership style contribute more than transactional leadership style toward 
turnover intention. The collinearity statistics of tolerance is 0.610 and VIF 1.638.  Therefore, there is 
no collinearity problem between independent variables. Based on the above result, transformational 
leadership style contribute the most to turnover intention if compare with transactional leadership 
style.  
 
Discussion  
 

This study found that leadership styles have a very strong relationship with turnover intention. 
This outcome is in line and supported by several previous studies.  According to El Badawy and 
Bassiouny (2014), they stated that there is a positive impact of the transformational on engagement 
and its ultimate impact on employee’s intention to quit an organization. Their result indicates highly 
statistically significant positive correlation between transformational leadership and employee 
intention to quit. 

Griffith (2003), Wells and Peachey (2010), Cheng, and Bartram, Karimi, and Leggat (2016) 
proved that the transformational leadership style does help to reduce employee turnover intention and 
it has been provided by the results of several studies and in various employment areas. In Griffith 
(2003), he stated that earlier research has associated employee job satisfaction, commitment, 
motivation and effort to transformational leaders. Cheng et al. (2016) support that in healthcare 
industry, transformational leadership style is capable of constructing healthier working and 
environments and retaining nurses.  

Waldman, Carter and Hom (2012) conducted a study on the connection between leadership 
and follower turnover by investigating the effects of group-level transformational leadership on the 
withdrawal process. Through their finding, they discovered that transformational leadership predicts 
turnover through quit intentions and their test of cross-level moderation reveals that transformational 
leadership can weaken the effect of quit intentions on turnover. Therefore, their result had shown that 
employees are less likely to carry out quit intentions when they have transformational leaders. This 
outcome also supported the findings of this study.  
  
Limitation  
 
 There are some limitations in this study. This study collected data from SME companies in 
city of Johor Bahru, Malaysia. Therefore, the outcome in this study only depicts the situation in Johor 
Bahru and not the other states in Malaysia. The sampling method employed may lead to a number of 
disadvantages such as possibility of being biased and the result cannot be generalized. The data 
obtained for this study through this method only represent the perceptions of certain group and not the 
entire population.  Respondents of this study are from 5 SMEs companies. Future research was 
recommended that the study can be carried out in different location and industry. Conducting the 
study in a larger setting allows the findings to be generalized. On the other hand, it is possible to 
obtain varying results if the study takes place in other industry.  
 
Conclusion  
 
 This research studied on the relationship between leadership styles and turnover intention. 
The finding suggested that leadership styles have a very strong relationship with turnover intention. 
Both leadership styles have contributed to the turnover intention. Furthermore, the finding in this 
study concluded that the most influential factors which affect turnover intention is transformational 
leadership.  
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