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Abstract
This study compared the direct relationships of transformational, ethical, empowering, and servant leadership with a multidi-
mensional construct of employee well-being. Employee well-being is conceptualized as a higher-order construct composed of 
four lower-order constructs of job satisfaction (hedonic), job engagement (eudaimonic), job stress (negative), and sleep quality 
(physical). This study also examined the mediating role of leader-member exchange (LMX). Data was collected in a two-wave 
online survey from 560 middle-level managers working in private banking and insurance sector organizations. Structural 
equation modeling technique was employed to find out the direct and indirect association of leadership styles with employee 
well-being. Results validated the hierarchical structure of employee well-being and revealed that transformational, empower-
ing, and servant leadership promotes employee well-being directly. Except for servant leadership, all other leadership styles 
were indirectly associated with employee well-being through LMX. Servant leadership only affected employee well-being 
directly. Findings highlight the theoretical and practical significance of leadership styles and LMX for employee well-being.

Keywords Employee well-being · Leadership · Leader-member exchange · Multidimensional construct · Structural 
equation modeling

Introduction

United Nations (2015) ranked Good health and well-being 
as the third goal of the 17 sustainable development goals. 
A Scopus search with the keyword “employee well-being” 
reveals an exponential growth in the number of research 
articles and practitioner papers on the subject since 2015. 
For most individuals, their workplace is a significant life 
domain (Russell, 2008) because of the importance of work 
in their lives and the amount of time and effort they devote 

to it (Dagar & Pandey, 2021). As a result, organizational 
psychologists’ interest in understanding the well-being of 
people in their workplace is growing (Diener et al., 2017). 
Employee well-being is associated with positive outcomes at 
work (Di Fabio, 2017), such as enhanced employee creativity, 
problem-solving skills, pro-social behavior, and productivity 
(Bryson et al., 2017) and improved physical health (Diener & 
Chan, 2011). Leadership is one of the essential factors foster-
ing employee well-being (Kuoppala et al., 2008). Different 
leader behaviors are associated with various indicators of 
employee well-being such as job satisfaction, job engage-
ment, job stress, burnout, etc. (Inceoglu et al., 2018).

There are, however, two issues with the extant literature. 
First, there is no consensus on the most potent leadership 
behavior fostering employee well-being. Second, employee 
well-being has never been viewed as a multidimensional 
construct. The variables frequently used to understand 
employees’ overall well-being, such as psychological well-
being, or subjective well-being, or job satisfaction, do not 
accurately reflect workplace well-being (Inceoglu et al., 
2018; Zheng et al., 2015) as none of those does provide 
insight into people’s experience and functioning in their 
work lives. Leadership literature has primarily focused on 
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the hedonic form of well-being (e.g., job satisfaction) and 
has paid relatively less attention to the eudaimonic (Bartels 
et al., 2019), physical, and negative (Inceoglu et al., 2018) 
forms of well-being. Hence, employee well-being must 
include all the primary components of well-being (Keeman 
et al., 2017). In addition to providing a more accurate inter-
pretation of well-being in the workplace, a multidimensional 
construct may be used to create interventions to improve 
employee well-being (Kun & Gadanecz, 2019). The objec-
tive of this study is threefold. First, to establish the valid-
ity of a multidimensional construct of employee well-being 
composed of hedonic, eudaimonic, negative, and physical 
dimensions. Second, to investigate the potent leadership 
behavior by comparing four dominant leadership (trans-
formational, ethical, empowering, and servant) behaviors 
fostering employee well-being. And finally, to understand 
the mechanism linking leadership behaviors and employee 
well-being.

Theoretical Background and Hypothesis 
Development

Multidimensional Nature of Employee Well‑Being

Subjective well-being refers to people’s cognitive and affec-
tive evaluations of their life in different life domains (Bakker 
& Oerlemans, 2011; Diener et al., 2017). Subjective well-
being is a multidimensional and multifactorial construct 
composed of life satisfaction, positive affect, negative affect 
(Diener et al., 1998), and flourishing (Diener et al., 2010). 
Employee well-being refers to the overall quality of the 
employees’ experience and functioning at work (Grant et al., 
2007). Unlike subjective well-being, employee well-being 
has been overused as a unidimensional construct (Inceoglu 
et al., 2018). Based on Diener et al.’s (1991) definition of 
subjective well-being, employee well-being can include job 
satisfaction (as a cognitive evaluation of one’s job) and job 
engagement (affective experience of positive emotions at 
work), and job stress (affective experience of negative emo-
tions at work).

Employee well-being includes psychological and physical 
well-being at work (Inceoglu et al., 2018; Sivanathan et al., 
2012). Psychological well-being can be operationalized as 
affective and cognitive processes (Warr, 2013). Job satisfac-
tion, job engagement, and burnout are examples of psycho-
logical well-being. Psychological well-being can have posi-
tive (i.e., job satisfaction, job engagement) and negative (i.e., 
job stress) forms (Inceoglu et al., 2018). Positive well-being 
is further divided into hedonic well-being and eudaimonic 
well-being. Hedonic well-being is the subjective experience 
of pleasure or cognitive and affective evaluation of work-life 
(e.g., contentment, comfort, and satisfaction; Guest 2017; 

Warr, 2013). On the other hand, eudaimonic well-being is 
the subjective vitality or the positive feeling of aliveness and 
energy (e.g., personal growth, vitality, engagement; Bartels 
et al., 2019; Warr, 2013). Physical well-being refers to bodily 
health and functioning (e.g., sleep quality, stress symptoms; 
Grant et al., 2007; Guest, 2017). Therefore, well-being needs 
to be understood as a multidimensional construct covering 
a range of indicators, at least one from the hedonic, eudai-
monic, negative, and physical dimensions. Furthermore, a 
multidimensional approach to gauging employee well-being 
may yield more precise assessments (van Horn et al., 2004).

Given the pervasive influence of work on one’s life, all 
aspects of well-being get affected. Hence, employee well-
being must not be just satisfaction from the job, the absence 
of mental or physical illness, or feelings of growth and vital-
ity in the job. Employee well-being must include employee 
safety, health, satisfaction, and engagement at work (Inter-
national Labour Organization, 2022). Employee well-being 
can be a multidimensional construct (Danna & Griffin, 1999; 
Inceoglu et al., 2018; Grant et al., 2007; Zheng et al., 2015) 
because a common underlying construct seems to account 
for the relationships among more specific dimensions of 
employee well-being (van Horn et al., 2004). Researchers 
have conceptualized employee well-being as job satisfaction, 
tension, depression, burnout, and morale (Warr, 1987), as 
psychological and physiological well-being (Danna & Grif-
fin, 1999; Liu et al., 2010), as job satisfaction, stress, burn-
out, and engagement (Rothmann, 2008), and as affective, 
professional, social, cognitive, and psychosomatic (van Horn 
et al., 2004). Though researchers offered different conceptu-
alizations of employee well-being, none of the earlier con-
ceptualizations cover all key forms (hedonic, eudaimonic, 
physical, and negative) of employee well-being (Danna & 
Griffin, 1999; Grant et al., 2007; Inceoglu et al., 2018).

For this study, employee well-being has been conceptu-
alized as the combination of job satisfaction (hedonic), job 
engagement (eudaimonic), job stress (negative), and sleep 
quality (physical). This combination of employee well-being 
indicators also justifies Danna and Griffin’s (1999) call to 
include aspects of work and non-work domains. Job satis-
faction, job engagement, and job stress are the experiences 
at work, whereas sleep quality reflects the spillover of the 
experiences at work domains into non-work domains. Fur-
thermore, sleep is critical to employee health and well-being 
(Sianoja et al., 2020), and leaders are important factors influ-
encing employees’ sleep (Barnes et al., 2020). Hence, the 
inclusion of sleep quality as a physical health dimension of 
employee well-being is justified.

Hierarchical Structure of Employee Well‑Being

Research on the structure of employee well-being is still in its 
nascent stage (Zheng et al., 2015). In subjective well-being 



21312 Current Psychology (2023) 42:21310–21325

1 3

literature, four structures of well-being are found to be widely 
tested—separate components, hierarchical, causal, and com-
posite—based on independence or relatedness of the com-
ponents such as life satisfaction, flourishing, positive affect, 
and negative affect (Busseri, 2015; Suar et al., 2019). Out of 
those four structures, the hierarchical structural conceptual-
ization of subjective well-being has been proven more robust 
(Busseri, 2018). Though Rothmann (2008) conceptualized 
employee well-being as a higher-order construct, it included 
only psychological dimensions of well-being. Hence, in line 
with the subjective well-being literature, employee well-being 
can be conceptualized as a hierarchical higher-order latent con-
struct having four lower-order constructs (job satisfaction, job 
engagement, job stress, and sleep quality).

Leadership and Employee Well‑Being

Many leadership behaviors (transformational, charismatic, 
transactional, authentic, ethical, empowering, servant, and 
laissez-faire) are associated with employee well-being 
(Inceoglu et al., 2018). However, there is an ongoing debate 
on the most effective leadership behavior for fostering 
employee well-being. Transformational leadership is the 
most dominant leadership behavior promoting employee 
well-being (Arnold, 2017; Inceoglu et al., 2018; Skakon 
et al., 2010; Zwingmann et al., 2014). However, there is a 
notable influence of charismatic (Cicero & Pierro, 2007), 
ethical (Chughtai et  al., 2015; Yang, 2014), authentic 
(Rahimnia & Sharifirad, 2014), empowering (Gyu Park 
et al., 2017; Kim & Beehr, 2018a, b), and servant leader-
ship behaviors (Chen et al., 2013; Coetzer et al., 2017) with 
various indicators of employee well-being such as job satis-
faction, job engagement, burnout, job tension, stress symp-
toms, sleep quality. Following the call of Inceoglu et al., 
(2018) to find the relative importance of different leader-
ship behaviors in predicting a multidimensional construct 
of well-being, this study compares the relationships of four 
leadership behaviors (transformational, ethical, empow-
ering, and servant leadership) with employee well-being. 
Transactional, authoritarian, and passive-avoidant leadership 
are not included because of their negative association with 
employee well-being (Berger et al., 2019). There is a con-
ceptual overlap between transformational and charismatic 
leadership (Yukl, 1999) and authentic and ethical leadership 
(Luthans & Avolio, 2003). Hence, transformational and ethi-
cal leadership and empowering and servant leadership were 
used to avoid redundancy.

Transformational Leadership and Employee 
Well‑Being

Transformational leaders stimulate employees to be crea-
tive, achieve higher-order goals beyond self-interest (Bass 

& Avolio, 1994), and help meet employees’ psychological 
needs of autonomy, relatedness, and competency (Gilbert & 
Kelloway, 2014). Transformational leaders foster autonomy 
through intellectually stimulating employees to devise their 
approaches to their work (Barling et al., 2010). Transfor-
mational leaders being individually considerate, meet their 
employees’ relatedness needs, where leaders develop strong 
relationships with employees built upon respect, support, 
and compassion. Transformational leaders also promote 
relatedness, ideologically influencing employees through a 
shared vision and fostering a sense of belonging. Finally, to 
help satisfy employees’ need for competence, transforma-
tional leaders, through inspirational motivation, encourage 
them to achieve higher goals and overcome obstacles to high 
performance. Hence, based on the self-determination theory 
(Deci & Ryan, 2012), it can be argued that transformational 
leaders enhance employees’ psychological and physical 
well-being (Arnold et al., 2015) by meeting their basic psy-
chological needs. Though linked to various dimensions of 
employee well-being (Arnold et al., 2007; Arnold, 2017; 
Berger et al., 2019; Walsh & Arnold, 2020) individually, 
transformational leadership has never been associated with 
multidimensional employee well-being. Hence, we propose 
that:

H1a: Transformational leadership will be positively asso-
ciated with the multidimensional construct of employee 
well-being.

Ethical Leadership and Employee Well‑Being

Ethical leaders treat subordinates with respect, abide by 
promises, allow subordinates to participate in decision-
making, and clearly define expectations and responsibili-
ties (Kalshoven et al., 2011). Demonstrating normatively 
appropriate conduct like trustworthiness, honesty, fairness, 
and care through personal behavior and interpersonal rela-
tionships, ethical leaders (Brown & Treviño, 2006) protect 
subordinates from unfair treatment (Kalshoven & Boon, 
2012) and meet their relatedness needs. Ethical leaders allow 
followers to have a voice and give them a lot of control over 
their decisions (Brown et al., 2005), and meet the autonomy 
need of the employees (De Hoogh & Den Hartog, 2008). 
Ethical leaders’ power-sharing and role clarification allow 
subordinates to improve their skills, enhance their efficacy 
(Resick et al., 2006; Yukl, 2010), and meet their compe-
tence needs. They exhibit active responsiveness (Goldman 
& Tabak, 2010) and provide feedback and recognition (van 
Dierendonck et al., 2004), enabling an enriched work atmos-
phere. Drawing from the self-determination theory (Deci 
& Ryan, 2012), it can be argued that ethical leaders would 
enhance employee well-being by mobilizing job resources 
and defending and protecting subordinates from unfairness. 
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Leaders’ support for ethical behavior can boost job satisfac-
tion (Koh & Boo, 2004) and reciprocal job dedication or 
job engagement (Brown et al., 2005) of the subordinates. 
Procedural and interpersonal justice are also negatively asso-
ciated with job stress (Judge & Colquitt, 2004). Employees 
are expected to experience less stress in the just environment 
created by ethical leaders where everyone behaves ethically. 
Hence, we hypothesized that:

H1b: Ethical leadership will be positively associated with 
the multidimensional construct of employee well-being.

Empowering Leadership and Employee Well‑Being

Leading by example, participative decision-making, coach-
ing, informing, and showing concern for subordinates are 
the five important empowering leadership behaviors (Arnold 
et al., 2000). These five factors are related to the basic 
needs as per the self-determination theory (O’Donoghue & 
van der Werff, 2021). Coaching employees, for example, 
promotes competence, whereas showing concern for and 
interacting with them promotes relatedness. Participatory 
decision-making enables choice, and supplying vital infor-
mation empowers employees to make autonomous decisions 
(Srivastava et al., 2006). As a result, empowering lead-
ers helps satisfy subordinates’ basic psychological needs, 
resulting in employee well-being (O’Donoghue & van der 
Werff, 2021). Empowerment is a positive state of mind that 
improves employees’ psychological well-being, job engage-
ment (Gyu Park et al., 2017), and job satisfaction (Vecchio 
et al., 2010). In addition, it reduces burnout (Andrews & 
Kacmar, 2014) and psychological distress (Fitzsimons & 
Fuller, 2002). Based on the self-determination theory (Deci 
& Ryan, 2012), it can be argued that empowering leaders 
would enhance employee well-being by helping subordi-
nates appreciate the significance of work, engaging them 
in decision-making, trusting their abilities to succeed, and 
reducing bureaucratic hurdles (Ahearne et al., 2005). Hence, 
we hypothesize that:

H1c: Empowering leadership will be positively associ-
ated with the multidimensional construct of employee 
well-being.

Servant Leadership and Employee Well‑Being

Servant leaders prioritize serving their subordinates (Green-
leaf, 1977). Servant leaders assist followers in achiev-
ing autonomy by empowering them to take the initiative, 
be creative, learn from mistakes, take responsibility, and 
handle challenging situations (Liden et al., 2008). Serv-
ant leaders devote a significant amount of time and effort 
knowing their followers’ interests, competencies, and career 

aspirations because they are genuinely concerned about and 
prioritize the development of their subordinates (Greenleaf, 
1998). Servant leaders strive to understand their followers’ 
career goals in detail, create opportunities to improve or 
develop new abilities and aid them in accomplishing their 
objectives (Liden et al., 2008). Furthermore, servant leaders 
exhibit altruistic sensitivity to their followers’ well-being, 
resulting in meaningful trustworthy dyadic connections and 
the cultivation of a psychologically secure and fair climate 
(Schaubroeck et al., 2011). As servant leaders meet all the 
basic psychological needs of the subordinates, based on the 
self-determination theory (Deci & Ryan, 2012), it can be 
argued that servant leaders would enhance the well-being 
of the subordinates. Empirical evidence also suggests that 
servant leadership is positively associated with subordinates’ 
job satisfaction (Mayer et al., 2008), job engagement (Carter 
& Baghurst, 2014), and negatively associated with job stress 
(Jaramillo et al., 2009). Therefore, it can be hypothesized 
that:

H1d: Servant leadership will be positively associated with 
employee well-being.

LMX as a Mediator Between Leadership Styles 
and Employee Well‑Being

LMX explains leaders’ high-quality and low-quality rela-
tionships with each subordinate (Sparrowe & Liden, 1997). 
According to the conservation of resources (COR) theory, 
people are motivated to acquire, retain, and protect resources 
(Hobfoll, 1989, 2002). Drawing from the COR theory 
(Hobfoll, 2002), LMX can be considered as a contextual 
resource that enhances employee well-being. Employees 
need job resources to deal with job demands and unfavorable 
work conditions (Arnold et al., 2000). Leaders provide job 
resources (e.g., support, autonomy, feedback, information) to 
the employees, which reduce job demands and the associated 
adverse physical or psychological consequences (Vincent-
Höper & Stein, 2019). Based on the gain spiral corollary of 
the COR theory (Hobfoll, 2011), high-quality LMX can be 
considered as the initial resource gain, which begets further 
gains in terms of support, respect, trust, etc., from the leader. 
The quality of LMX largely depends on the leadership style 
(Walumbwa et al., 2011). Hence it is imperative to under-
stand how different leadership styles foster employee well-
being through LMX.

This study proposes LMX as a mediator between leader-
ship styles and employee well-being for three reasons. First, 
there is ample evidence that different leadership styles pro-
mote high-quality LMX (Inceoglu et al., 2018) and high-
quality LMX enhances employee well-being (Huell et al., 
2016). Second, a non-linear or curvilinear relationship 
exists between LMX and well-being (Harris & Kacmar, 
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2006; Hochwarter, 2005). Too strong high-quality LMX 
might adversely influence employee well-being. Because 
as LMX relationship quality improves, subordinates may 
have more expectations (Blau, 1964), obligations (Gouldner, 
1960), and roles to fulfill (Liden & Graen, 1980). Finally, 
according to the LMX differentiation theory (Henderson 
et al., 2009), it is expected that different leadership behav-
iors will have different levels of exchange relationships with 
subordinates, resulting in different consequences. Hence, it 
might be interesting to understand the indirect relations of 
transformational, ethical, empowering, and servant leader-
ship with employee well-being through LMX to understand 
the causal mechanisms through which these leadership styles 
are associated with employee well-being.

LMX as a Mediator Between Transformational 
Leadership and Employee Well‑Being

The positive association between transformational leader-
ship and LMX is well established (Ng, 2017; O’Donnell 
et al., 2012; Rockstuhl et al., 2012; Yukl et al., 2009) and 
can be attributed to the conceptual overlap between the two 
concepts (Wang et al., 2005) contributing to the similar 
employee and organizational outcomes (Boer et al., 2016). 
By providing personal care to subordinates, transformational 
leaders play a key role in cultivating a close bond with the 
subordinates (Ng, 2017; Rockstuhl et al., 2012). Leader-
subordinate bonding strengthens trust among the subordi-
nates, leading to more satisfaction and less stress (Ng, 2017; 
Rockstuhl et al., 2012). Thus, LMX is more proximal to 
subordinates’ work attitudes (Boer et al., 2016) and well-
being (Epitropaki & Martin, 1999) than transformational 
leadership. Hence, it can be expected that:

H2a: High-quality LMX will mediate the relationship 
between transformational leadership and the multidimen-
sional construct of employee well-being.

LMX as a Mediator Between Ethical Leadership 
and Employee Well‑Being

By showing trust in the subordinates (Brown & Treviño, 
2006), treating them fairly and objectively, and maintain-
ing good ties (Walumbwa et al., 2011), ethical leaders make 
them satisfied and more engaged in their job. In high-quality 
LMX, employees receive trust, respect, support, fair treat-
ment, openness, and honesty (Graen & Scandura, 1987) 
from the ethical leader. The association of high-quality 
LMX with positive and negative dimensions of well-being 
has already been established (Sparks, 2012). Hence, it can 
be hypothesized that:

H2b: High-quality LMX will mediate the relationship 
between ethical leadership and the multidimensional 
construct of employee well-being.

LMX as a Mediator Between Empowering Leadership 
and Employee Well‑Being

Empowering leaders nurture high-quality relationships with 
their subordinates (Gao et al., 2011) by displaying trust in 
and care for the subordinates (Ahearne et al., 2005), which 
fosters employee job satisfaction and engagement. Further-
more, empowering leaders, by delegating decision-making 
authority (Hassan et al., 2013) and sharing power or respon-
sibility and autonomy with subordinates (Srivastava et al., 
2006), develop reciprocal and long-term exchange rela-
tionships with employees. As it has previously been dem-
onstrated that high-quality LMX is associated with both 
positive and negative dimensions of well-being, it can be 
expected that:

H2c: High-quality LMX will mediate the relationship 
between empowering leadership and the multidimen-
sional construct of employee well-being.

LMX as a Mediator Between Servant Leadership 
and Employee Well‑Being

Servant leaders establish high-quality LMX by focusing 
on the personal growth of the subordinates and providing 
opportunities to acquire new skills (Liden et al., 2014), and 
by seeking their ideas and encouraging them to participate 
in decision-making (Hunter et al., 2013). Furthermore, by 
putting subordinates’ needs first, servant leaders provide tan-
gible and intangible resources to subordinates to satisfy their 
working needs (Liden et al., 2008). Hence, servant lead-
ers, through high-quality LMX relationships are expected 
to result in high levels of well-being of the subordinates. 
Therefore, it can be hypothesized that:

H2d: High-quality LMX will mediate the relationship 
between servant leadership and the multidimensional 
construct of employee well-being.

The direct and indirect relationship of different leadership 
styles individually with different dimensions of employee 
well-being through many mediating pathways have already 
been examined in earlier research (Inceoglu et al., 2018). 
This study attempts to extend such literature by comparing 
the relative importance of transformational, ethical, empow-
ering, and servant leadership in engendering employee well-
being as manifested in multiple dimensions of job satisfac-
tion, job engagement, job stress, and sleep quality. Figure 1 
depicts the conceptual model. A time-lagged design allows 
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for more rigorous testing of the direct and indirect associa-
tions between proposed leadership styles and employee well-
being through LMX over time instead of a cross-sectional 
design (Inceoglu et al., 2018). Hence, this study proposes 
the use of a time-lagged approach.

Method

Participants

Five hundred and sixty middle-level managers working in 
eight private sector banking and insurance companies in the 
Indian states of Odisha and West Bengal participated in the 
study. Middle-level managers were selected for this study 
because they are unhappier than the lower and senior man-
agers due to the nature of the role and associated demands 
(Zenger & Folkman, 2014). They experience depression and 
anxiety while shielding their subordinates from the excessive 
expectations of top management (Gjerde & Alvesson, 2020; 
Prins et al., 2015) and balancing the competing demands and 
aspirations of the top and bottom levels. Of the participants, 
59% were males (M = 35.92 years, SD = 5.87) and 41% were 
female, 68% were married, 58% were postgraduates, with 
mean years of experience of 9.69 years (SD = 6.11), and 
mean years of association with the current supervisor was 
3.78 years (SD = 1.74).

Survey Instrument

The survey instrument included scales for all the independ-
ent, dependent, and mediating variables along with ques-
tions on sociodemographic information. Though there are 
many scales available to measure the constructs of this study, 
only standard scales whose reliability and validity have been 
examined and established in previous studies were used.

Transformational Leadership The multifactor leadership 
questionnaire (MLQ-6S) was used to assess transforma-
tional leadership (Bass & Avolio, 1990). MLQ-6S includes 
12 behavioral items that measure the four dimensions: intel-
lectual stimulation, idealized influence, individualized con-
sideration, and inspirational motivation on a five-point scale 
ranging from 1 (not at all) to 5 (frequently, if not always). 
In this study, the four dimensions were combined into a 
composite measure of TFL. A sample item includes, “My 
supervisor talks optimistically about the future.”

Ethical Leadership The ten-item ethical leadership scale 
(Brown et al., 2005) was used to assess ethical leadership. 
All the items were measured on a five-point scale ranging 
from 1 (strongly disagree) to 5 (strongly agree). A sample 
item includes, “My supervisor can be trusted.”

Empowering Leadership Ahearne et al.’s (2005) 12-item 
measure was used to assess empowering leadership. The 
scale has four sub-scales (enhancing the meaningfulness of 
work, fostering participation in decision-making, expressing 
confidence in high performance, and providing autonomy 
from bureaucratic constraints). All the items were measured 
on a five-point scale ranging from 1 (strongly disagree) to 
5 (strongly agree). A sample item includes, “My manager 
allows me to do my job my way.” Like TFL, four subscales 
were combined into a composite measure of empowering 
leadership.

Servant Leadership The seven-item measure of global serv-
ant leadership (SL-7; Liden et al., 2015) assessed servant 
leadership. All the items were measured on a seven-point 
scale ranging from 1 (strongly disagree) to 7 (strongly 
agree). A sample item includes, “My leader puts my best 
interests ahead of his/her own.”

Leader‑Member Exchange The 12-item scale of Liden & 
Maslyn (1998) was used to measure LMX. All the items 

Fig. 1  Conceptual model
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were measured on a seven-point scale ranging from 1 
(strongly disagree) to 7 (strongly agree). A sample item 
includes, “My supervisor is a lot of fun to work with.”

Job Satisfaction Job satisfaction was assessed using the 
5-item Brief Job Satisfaction Measure II (Judge et al., 1998). 
The measure has two reverse-scored items. All the items 
were measured on a five-point scale ranging from 1 (strongly 
disagree) to 5 (strongly agree). A sample item includes, “I 
feel fairly satisfied with my present job.”

Job Engagement The nine-item Utrecht Work Engagement 
Scale (UWES-9; Schaufeli et al., 2006) was used to assess 
the job engagement of the executives. The three sub-dimen-
sions of job engagement: vigor, dedication, and absorp-
tion, were combined to create a composite measure of job 
engagement. All items were measured on a seven-point scale 
of 0 (Never) to 6 (Always). A sample item includes, “I am 
immersed in my work.”

Job Stress We assessed the job stress of the executives 
by a four-item scale (Keller, 1984). Two positive and two 
reversed keyed items were rated on a five-point scale of 1 
(strongly disagree) to 5 (strongly agree). A sample positive 
keyed item was, “I experience tension from my job”, and a 
sample reversed keyed item was, “There is no strain from 
working in my job.”

Sleep Quality We assessed executives’ sleep quality using 
the four-item sleep quality subscale of the Karolinska Sleep 
Questionnaire (Åkerstedt et al., 2002). The items were meas-
ured on a five-point response scale ranging from 1 (never) to 
5 (always). The higher the score, the lower the sleep qual-
ity. The composite score was reverse coded. Sample items 
include “Difficulties falling asleep in last three months” and 
“Premature awakenings in last three months.”

Employee Well‑Being Employee well-being was a higher-
order latent variable measured with four lower-order factors: 
job satisfaction, job engagement, job stress, and sleep qual-
ity. The loadings of the lower-order latent variables to the 
higher-order latent variable were substantive and statistically 
significant (See Table 1), which indicates the quality of the 
employee well-being construct.

Control Variables Literature shows that subordinate’s gen-
der, age, and tenure with the leader (Arnold et al., 2007; 
Kalshoven & Boon, 2012; Wilks & Neto, 2013) also influ-
ence employee well-being. Therefore, to reduce spuri-
ous results and increase accuracy, we included gender 
(1 = female, 2 = male), age (in years), and tenure with the 
leader (in years) as control variables in the model.

Procedure

Researchers contacted the head of HR departments for per-
mission to collect data and obtained the list of all middle-
level managers working in each organization. From the 
list, only 800 (100 from each organization) managers were 
randomly (using a random number generator) selected and 
were contacted for data collection. Data were collected 
using an online survey at two time points (T1 and T2) to 
avoid common method variance (Podsakoff et al., 2012). 
The time difference from T1 to T2 was six months. During 
those six months, the organizations had not undergone any 
major changes that could have affected employee well-being. 
During T1, randomly selected 800 managers were provided 
with the online survey link, which included an informed 
consent form. Out of 800 managers, only 720 responded 
(90% response rate) to the survey in T1. In T2, all the 720 
managers who participated in T1 were again invited to the 
survey, but only 560 managers participated, resulting in a 
78% response rate. The drop in the number of managers 
from T1 to T2 may be attributed to resignations or job switch 
of the managers after T1 or the voluntary nature of the sur-
vey. Therefore, nonresponse bias is less of an issue because 
of the high response rates (Schmidt & Pohler, 2018). Also, 
considering the data was collected in two-time points, non-
response bias tests were conducted to compare the demo-
graphic variables, including gender, age, and tenure with 
the leader, between the employees who participated in the 
survey in both the time points (Armstrong & Overton, 1977). 
The results suggest no significant differences (p > 0.05). 
Managers in the T1 were coded based on their e-mail id to 
identify and match their respective responses from T2. All 
the leadership styles were assessed during T1. LMX, job 
satisfaction, job engagement, job stress, and sleep quality 
were assessed during T2. This study was approved by the 

Table 1  Standardized path 
coefficients and fit indices of the 
hierarchical structural model of 
employee well-being

a  Standardized path coefficients

Paths λa χ2/df TLI CFI RMSEA SRMR

Employee well-being →Job satisfaction 0.896*** 2.85 0.942 0.935 0.06 0.05
Employee well-being →Job engagement 0.931***
Employee well-being →Job stress -0.372***
Employee well-being →Sleep quality 0.289***
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Institutional Ethics Committee of Rajagiri Business School, 
Kochi, India.

Results

For testing the structure of employee well-being and the 
measurement model, confirmatory factor analysis was run 
using MPlus (Version 8; Muthén & Muthén, 1998–2017). 
The confirmatory factor analytic evidence advocated a hier-
archical structure comprising a higher-order employee well-
being factor and four lower-order factors (job satisfaction, 
job engagement, job stress, and sleep quality). The lower-
order factors emerged from the higher-order construct of 
employee well-being. In the hierarchical structure, the 
standardized loadings of job satisfaction to its items, job 
engagement to its items, job stress to its items, and sleep 
quality ranged from 0.70 to 0.80, 0.65–0.83, 0.73–0.81, 
and 0.65–0.82, respectively. The lower-order factors had 
substantial loadings on the higher-order factor of employee 
well-being, and the hierarchical structure showed a good 
fit to the data. The measurement model suggested that high 
employee well-being was generated from high job engage-
ment, high job satisfaction, moderate sleep quality, and low 
job stress (See Table 1). The important trigger for employee 
well-being was job engagement.

To test the measurement model and the hypothesized 
model, the maximum-likelihood method of covariance-based 
structural equation modeling was applied using MPlus. The 

measurement model showed acceptable fit (χ2/df = 2.59, 
TLI = 0.86, CFI = 0.87, RMSEA = 0.05, SRMR = 0.06). 
The fit indices were acceptable as per the traditional cut-off 
criteria (CFI and TLI > 0.90, SRMR and RMSEA < 0.08) 
proposed by Kline (2016), as well as the more restrictive cri-
teria (CFI and TLI > 0.95, SRMR and RMSEA < 0.06) pro-
posed by Hu and Bentler (1999). Each construct had accept-
able convergent validity (average variance extracted) and 
composite reliability (see Table 2). Heterotrait-monotrait 
(HTMT) criterion has a higher specificity and sensitivity rate 
(> 95%) compared to the Fornell-Larcker criterion and was 
therefore used for assessing discriminant validity (Hense-
ler et al., 2015). The HTMT ratio of correlations among 
the constructs is presented in the upper diagonal portion of 
Table 2. The HTMT ratio of correlations was below the most 
liberal threshold of 0.90 and the conservative threshold of 
0.85 (Henseler et al., 2015), suggesting discriminant validity 
of all the constructs.

Though data were collected in two-time points, common 
method variance could not be ruled out because both the 
mediating variable (LMX) and the dependent variables were 
measured in Time 2. Hence, Harman’s single-factor test 
was conducted using both exploratory factor analysis and 
confirmatory factor analysis. In exploratory factor analysis, 
the single factor explained 37.50% of the variance, which 
was below the threshold of 50% (Podsakoff et al., 2003). In 
confirmatory factor analysis, the single factor hypothesized 
model did not fit the data well (χ2/df = 7.94, TLI = 0.45, 
CFI = 0.47, RMSEA = 0.11, SRMR = 0.11), confirming the 

Table 2  Intercorrelations, means, standard deviations, reliability, and validity of the constructs

Notes: n = 560
Heterotrait-monotrait (HTMT) ratio of correlations in the upper diagonal with boldface
**p < 0.01; ***p < 0.001

Variables 1 2 3 4 5 6 7 8 9 10 11 12

1. Age --
2. Gender -0.04 --
3. Tenure with the leader 0.59*** 0.05 --
4. Transformational leadership -0.02 0.01 0.00 -- 0.64 0.52 0.17 0.69 0.56 0.51 0.28 0.29
5. Ethical leadership 0.04 -0.05 0.03 0.60*** -- 0.82 0.14 0.67 0.60 0.54 0.25 0.27
6. Empowering leadership 0.02 -0.02 -0.05 0.49*** 0.77*** -- 0.08 0.63 0.59 0.52 0.21 0.28
7. Servant leadership -0.03 0.00 -0.01 0.16*** 0.12*** 0.07 -- 0.13 0.15 0.17 0.04 0.16
8. LMX -0.00 -0.01 -0.04 0.67*** 0.63*** 0.60*** 0.12*** -- 0.63 0.67 0.51 0.31
9. Job satisfaction 0.01 0.02 0.03 0.51*** 0.54*** 0.53*** 0.14*** 0.56*** -- 0.84 0.28 0.30
10. Job engagement 0.05 0.02 0.02 0.48*** 0.50*** 0.48*** 0.16** 0.62*** 0.75*** -- 0.36 0.24
11. Job stress -0.02 -0.03 -0.02 -0.26*** -0.22*** -0.19*** -0.04 -0.46*** -0.24*** -0.32** -- 0.41
12. Sleep quality -0.04 -0.03 0.00 0.25*** 0.23*** 0.25*** 0.13** 0.27*** 0.25*** 0.21*** -0.34** --
Mean 34.56 -- 3.94 3.09 4.16 4.10 3.53 4.01 3.91 4.03 2.05 3.86
Standard deviation 6.18 -- 2.02 0.61 0.54 0.62 0.87 0.46 0.68 0.52 0.61 0.76
Convergent validity -- -- -- 0.61 0.57 0.60 0.64 0.57 0.57 0.56 0.61 0.51
Composite reliability -- -- -- 0.95 0.93 0.91 0.95 0.94 0.87 0.92 0.86 0.80



21318 Current Psychology (2023) 42:21310–21325

1 3

non-existence of common method variance (Malhotra et al., 
2006).

Hypothesis Testing

Table 3 presents the direct and indirect relationship of trans-
formational, ethical, empowering, and servant leadership 
with employee well-being. The direct association of trans-
formational (β = 0.12, p < 0.036), empowering (β = 0.12, 
p < 0.050), and servant (β = 0.07, p < 0.038) leadership with 
the multidimensional construct of employee well-being 
were positive and statistically significant. However, ethical 
leadership (β = 0.13, p < 0.085) was not significantly asso-
ciated with subjective well-being. Hence, hypotheses H1a, 
H1c, and H1d were supported, and H1b was not supported. 
The relationship between transformational leadership and 
employee well-being was the strongest. The direct asso-
ciation of transformational (β = 0.47, p < 0.001), ethical 
(β = 0.24, p < 0.001), and empowering (β = 0.20, p < 0.001) 
leadership with LMX were also positive and statistically sig-
nificant. However, servant leadership (β = 0.01, p < 0.705) 
was not significantly associated with subjective well-being.

The same model was also used to find the indirect rela-
tions of transformational, ethical, empowering, and servant 
leadership with employee well-being through LMX simul-
taneously. The indirect relation of transformational lead-
ership (β = 0.19, p < 0.001), ethical leadership (β = 0.14, 
p < 0.001), and empowering leadership (β = 0.09, p < 0.001) 
with employee well-being through LMX were positive and 
statistically significant. Hence, hypotheses H2a, H2b, and 

H2c were supported. Refuting H2d, LMX did not mediate 
the relationship of servant leadership with employee well-
being (β = 0.00, p = ns). Transformational leadership was 
strongly associated with employee well-being through LMX, 
followed by ethical and empowering leadership.

Discussion

This study is a unique attempt to validate the multidimen-
sional construct of employee well-being and examine the 
relative importance of different leadership styles fostering 
employee well-being via LMX. The hierarchical structure of 
employee well-being comprising a higher-order employee 
well-being factor and the four lower-order factors of job 
satisfaction, job engagement, job stress, and sleep quality 
explains the employee well-being well. Transformational 
leadership showed the strongest direct and indirect associa-
tion with employee well-being.

In this study, the multidimensional construct of employee 
well-being addressed the long-standing demand (Danna 
& Griffin, 1999; Inceoglu et al., 2018; Grant et al., 2007; 
Zheng et al., 2015) for a multidimensional understanding of 
employee well-being. The higher-order factor of employee 
well-being accounted for the relationships among the four 
lower-order factors of job satisfaction (hedonic), job engage-
ment (eudaimonic), job stress (negative), and sleep quality 
(physical; Page & Vella-Brodrick 2009). The lower-order 
factors emerged from the higher-order construct of employee 
well-being. This study reaffirms Busseri’s (2015) findings 

Table 3  Direct and Indirect relations of transformational, ethical, empowering, and servant leadership with employee well-being

Paths β SE p Decision

                    Direct relations
Gender → Employee well-being 0.02 0.04 0.618
Age → Employee well-being 0.03 0.04 0.389
Tenure with the leader → Employee well-being 0.05 0.04 0.378
Transformational leadership → Employee well-being 0.12 0.06 0.036 H1a Supported
Ethical leadership → Employee well-being 0.13 0.08 0.085 H1b Not supported
Empowering leadership → Employee well-being 0.12 0.06 0.049 H1c Supported
Servant leadership → Employee well-being 0.07 0.40 0.038 H1d Supported
Transformational leadership → LMX 0.47 0.04 0.001
Ethical leadership → LMX 0.24 0.06 0.001
Empowering leadership → LMX 0.20 0.05 0.001
Servant leadership → LMX 0.01 0.03 0.705
LMX → Employee well-being 0.46 0.06 0.001
                    Indirect relations
Transformational leadership → LMX → Employee well-being 0.19 0.03 0.001 H2a Supported
Ethical leadership → LMX → Employee well-being 0.14 0.04 0.001 H2b Supported
Empowering leadership → LMX → Employee well-being 0.09 0.03 0.001 H2c Supported
Servant leadership → LMX → Employee well-being 0.00 0.01 0.706 H2d Not supported
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that the hierarchical structure explains the data on four com-
ponents of employee well-being well. The four components 
are interdependent or related. When the four components of 
employee well-being are assessed using reliable measures, 
they can be successfully integrated into a hierarchical struc-
ture of employee well-being that maintains the theoretical 
distinctions between the hedonic, eudaimonic, negative, and 
physical dimensions of well-being. The findings of this study 
supported the proposed hierarchical model of employee 
well-being of banking and insurance sector employees. 
Employee well-being combines high job engagement, high 
job satisfaction, moderate sleep quality, and low job stress. 
Job engagement is the most important trigger for employee 
well-being. This result provides an important step in estab-
lishing a theoretically grounded and empirically validated 
taxonomy of employee well-being.

Our findings support the direct association between 
transformational, empowering, and servant leadership and 
employee well-being. Transformational leaders enhance 
job satisfaction and reduce the job stress of their subordi-
nates (Liu et al., 2010). Leaders with idealized influence are 
motivated by their moral commitment to their subordinates, 
sacrifice short-term monetary rewards, and focus on their 
subordinates’ long-term health and well-being (Kelloway 
et al., 2012). Through inspirational motivation (Turner et al., 
2002) and mentoring (Sosik & Godshalk, 2000), the subor-
dinates experience low perceived stress at work and fewer 
stress symptoms. Intellectually stimulating leaders empower 
and give confidence to subordinates to enhance and safe-
guard their well-being (Sivanathan et al., 2012). Empathy, 
compassion, and guidance from considerate leaders enhance 
subordinates’ job satisfaction and job engagement (Arnold 
et al., 2007). Finally, empowering leaders by helping subor-
dinates understand the significance of their work and involv-
ing them in decision-making enhances subordinates’ job sat-
isfaction (Vecchio et al., 2010), job engagement (Gyu Park 
et al., 2017), well-being (Marin-Garcia & Bonavia, 2021), 
and reduce their psychological distress (Fitzsimons & Fuller, 
2002).

Similarly, servant leaders enhance subordinates’ well-
being by placing employee needs before the organizational 
needs, showing empathy, humility, and authenticity (van 
Dierendonck et al., 2004; Dierendonck et al., 2009). Serv-
ant leaders understand the needs of their subordinates and 
are therefore more likely to address their basic psychologi-
cal needs, which ultimately enhance subordinates’ well-
being. However, ethical leadership did not directly relate 
to employee well-being. A plausible explanation for this 
is the ethical incongruence between the ethical leader and 
the subordinates. When subordinates’ ethical position does 
not match their leaders’, they might feel pressure, adversely 
impacting their workplace well-being (Yang, 2014). When 
working under ethical leaders, employees feel the increased 

expectations for ethical behaviors such as assisting col-
leagues and other organizational and external stakeholders 
might hamper their well-being (Fu et al., 2020). This could 
be another explanation for why there was no direct associa-
tion between ethical leadership and employee well-being.

The findings of this research also support the hypoth-
esized mediating role of LMX between leadership styles 
(except servant leadership) and employee well-being. Trans-
formational, ethical, and empowering leaders build high-
quality exchange relationships and exchange resources with 
their subordinates. High-quality LMX is a job resource 
(Huell et al., 2016) that provides employees with social sup-
port to adapt better to their job demands (Thomas & Lankau, 
2009). A good relationship with either a transformational, 
ethical or empowering supervisor will reduce negative work 
pressures (e.g., job stress, time pressure) and thus protect 
against ill-health (Bakker & Demerouti, 2007). Extant 
research has established that in-group employees with high-
quality LMX relationships feel they are accepted, valued, 
motivated, and less stressed (Lagace et al., 1993), have con-
trol at work (Sparr & Sonnentag, 2008), and have occupa-
tional self-efficacy (Schyns et al., 2005). Through high-qual-
ity LMX relationships, leaders accommodate work-family 
needs and foster employee well-being (Hill et al., 2016). 
High-quality LMX relationship also enhances psychological 
capital, which in turn engenders both life and job satisfaction 
of employees (Liao et al., 2017), psychological well-being 
(Huell et al., 2016), work-related well-being, and reduces 
job stress (Sonnentag & Pundt, 2014).

But servant leadership did not associate with employee 
well-being through LMX. A possible explanation is that 
servant leaders treat all subordinates equally and form good 
relationships with all (Liden et al., 2008) instead of forming 
high- and low-quality relationships with all subordinates due 
to the limited resources at their disposal (Eva et al., 2019). 
Servant leadership had a direct association with employee 
well-being. Like servant leadership, LMX does not provide 
personal healing and help grow subordinates into servant 
leaders (Liden et al., 2008). This might be another reason 
why servant leadership had no indirect relationship with 
employee well-being via LMX.

Transformational leaders enrich the quality of relation-
ships with their subordinates through personal interaction 
(Wang et al., 2005), and such high-quality relationships 
engender employee well-being (van Dierendonck et al., 
2004). Empowering leaders by displaying trust in subordi-
nates’ ability to make decisions and reducing bureaucratic 
constraints fosters high-quality relationships (Ahearne 
et al., 2005). Consequently, such high-quality relationships 
improve job engagement, higher occupational self-efficacy, 
and greater psychological well-being of the subordinates 
(Huell et al., 2016). Honest and trustworthy ethical leaders 
make fair and righteous decisions and show concern for 
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the welfare of those subordinates who are the members 
of the in-groups (Brown & Treviño, 2006; Brown et al., 
2005). Ethical leaders’ display of care and concern fos-
ters emotional connectedness and mutual support, which 
creates the ground for high-quality LMX (Erdogan et al., 
2006).

Theoretical Implications

The findings of this study add to the leadership and 
employee well-being literature and provide evidence for 
the prominence of transformational leadership among the 
different leadership styles in enhancing employee well-
being. The validation of the hierarchical structure of 
employee well-being lends empirical support to the ongo-
ing discourse on the multidimensional nature of employee 
well-being construct and adds to the employee well-being 
literature. The findings also contribute to the understand-
ing of the differential effects of different leadership styles, 
notably, the inverse relationship between ethical leader-
ship and employee well-being. Thus, findings contribute 
to the evidence on ethical incongruence between the ethi-
cal leader and the subordinates (Yang, 2014). The role 
of LMX as an intervening mechanism between different 
leadership styles and the multidimensional construct of 
employee well-being is also established. Thus, LMX is 
found to act as a mechanism for enhancing the effects of 
transformational, ethical, and empowering leadership, 
except for servant leadership on employee well-being. 
Such findings also add to our understanding that servant 
leaders do not distinguish among subordinates and hence 
fail to form high- and low-quality relationships.

Practical Implications

This study also offers a few practical implications. First, 
leaders can be trained to understand the multi-faceted 
nature of employee well-being and how their leadership 
style affects these through the quality of their relation-
ships with employees. Second, they can be trained to 
employ specific leadership behaviors at work, leading to 
high-quality LMX, which will enhance employee well-
being. Third, ethical leaders may be trained to prevent the 
adverse effects on employee well-being due to increased 
expectations for ethically congruent behaviors. Finally, 
transformational, ethical, and empowering leaders can be 
encouraged to build high-quality relationships with their 
subordinates so that their employees can make the most of 
the leadership styles.

Limitations and Future Scope

Notwithstanding the contributions, this study has a few 
limitations. First, the research sample consisted of workers 
employed in Indian private banking and insurance sector 
organizations. Therefore, the findings of this study should 
be extended to other sectors in India and other cultures 
with caution. Second, though a time-lagged design was 
adopted, the data were obtained from the subordinates 
only (common method variance) for all the constructs, 
which might have increased the likelihood of inflated out-
comes. Future researchers can consider collecting data 
from multiple sources like leaders and subordinates and 
incorporate multi-level analysis to include both team and 
organizational levels to find out other possible antecedents 
of employee well-being. Third, only the hierarchical struc-
ture of employee well-being was tested. Researchers can 
test various structures (separate components, hierarchical, 
causal, and composite) of employee well-being. Fourth, 
leadership styles other than transformational, ethical, 
empowering, and servant leadership styles can be used and 
compared to find potent predictors of employee well-being 
in future research. Other indicators of hedonic, eudai-
monic, negative, and physical well-being can be used to 
test the multidimensional nature and hierarchical structure 
of employee well-being. Furthermore, future studies might 
consider other mediators to see the mechanism through 
which different leadership styles engender employee well-
being. Finally, the time-lagged design does not make the 
findings support causality (Nelson et al., 2014). Hence 
the cross-lagged approach is recommended to establish 
causality (Anderson & Kida, 1982).

Conclusions

This study contributes to our understanding of employee 
well-being as a higher-order multidimensional construct 
composed of four lower-order constructs: job satisfaction, 
job engagement, job stress, and sleep quality. This study 
also validates the hierarchical structure of employee well-
being. In addition, this study also provides evidence that 
transformational leadership is the most potent predictor 
of employee well-being, followed by empowering leader-
ship. No direct association between ethical leadership and 
employee well-being emphasized that the leaders’ expecta-
tion of ethical behaviors put subordinates under stress and 
hamper their well-being. The indirect relationship between 
servant leadership and employee well-being through LMX 
highlighted that servant leaders fail to develop high-qual-
ity LMX with their subordinates. Hence, transformational, 
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ethical, and empowering leaders can be encouraged to 
build high-quality relationships with their subordinates to 
enhance their well-being. Especially ethical leaders can be 
cautioned against expecting ethically congruent behaviors 
from their subordinates to help protect their well-being.
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