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Abstract

This study explores the leadership (transformational, transactional, distributive, and
servant leadership) effects on organization effectiveness. To analyze data and test
the hypotheses, this research used structural equation modeling (SEM). A structured
questionnaire was used to collect data from the 100 different DSE (Dhaka Stock
Exchange) listed organizations in Bangladesh to do the organizational survey. Based
on SEM outcome over the organizational context analyzed, this study concluded that
transformational, distributive, and servant leadership significantly influenced organi-
zational effectiveness. However, transactional leadership failed to associate with
organizational effectiveness. The result of this also confirms the gender association
between transactional leadership and organizational effectiveness as moderator. The
findings provide novel and significant insights to the organizations to understand the
leadership role to ensure their organizations’ effectiveness. This study’s outcome
also creates an opportunity to extend further research in other countries with bigger
samples to draw a general conclusion. Finally, this paper gives a plea to the prac-
titioners and offers valuable examples of how organizations can use the leadership
role to ensure organizational effectiveness.

Keywords Organizational effectiveness - Leadership approaches - Gender -
Bangladesh - SEM

Introduction

With the rapid advances in technology and connectivity, the planet is becoming

smaller. Even the most remote locations have reduced their time to exert influ-
ence worldwide from years to seconds (Barkema et al.2002). This pace and
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sensitivity force organizations to respond rapidly and quickly to changes in the
environment, operational crises, or changing customer expectations (Daft and
Armstrong, 2021). Globalization and advancing technology increase the speed
at which companies in all sectors are required to deploy new products and ser-
vices to remain competitive in the highly volatile and constantly changing market
(Daft 2013). Therefore, organizations need to ensure organizational effectiveness
to cope with the business world’s uncertainty and confirm organizational survival
and progress.

Researchers and practitioners around the world highlighted the importance
of organizational effectiveness to ensure the progress and sustainability of the
organization (Tyagi 2021; Linnenluecke and Griffiths 2010; Shen and Zhu 2011).
Organizational effectiveness can be recognized as a strength-making factor for
the organizations and could be noteworthy to create a competitive advantage
over rivals. Contemporary literature witnessed different structural dimensions
and contingency factors for ensuring organizational effectiveness (Amah 2012).
Notably, some researchers believe that leadership is the most influencing factor to
ensure organizational effectiveness (Douglas et al. 2021). The leader is the cata-
lyst for organizational success and a vital element for the productivity of organ-
izations (Benson and Blackman 2011). Leadership is associated with organiza-
tional innovation and change; align the organizational missions and goals with
the employees through inspiration and motivation to ensure organizational effec-
tiveness (Packard 2009). Diverse research works highlighted different leadership
styles that enhance the organization’s efficiency level in different country contexts
(Tayal et al. 2021; Shiva and Suar 2012). Remarkably, the research world wit-
nessed most of the studies concentrated on different leadership styles and organi-
zational effectiveness published in the western context. Leadership style to ensure
organizational effectiveness in the non-western organizational context, especially
in Bangladesh’s organization, was petite in evidence (Hasan et al. 2020b).

Moreover, this study has shed light on the moderating effect of employee
gender in the relationship between transactional leadership and organizational
effectiveness. In general, the attitude and behavior of men and women vary con-
siderably. Hence, employee gender diversity needs to be scrutinized to ensure
effectiveness in business organizations. Bangladesh is one of the most promising
countries raising the economy in South Asia. Bangladesh’s business organizations
are going through enormous change processes and transformations to compete
and sustain in the highly competitive business world (Islam et al. 2020b). There-
fore, it would be interesting to investigate the leadership style that influences
organizational effectiveness in Bangladesh. This study aims to explore the influ-
ences of leadership to enhance organizational effectiveness in Bangladeshi busi-
ness organizations. However, the question that comes to the fore is which leader-
ship approach or style is more effective for ensuring organizational effectiveness?

The researchers of this take a modest attempt to address this question and pro-
pose a unique leadership model, including transformational leadership (Islam
et al. 2020a), transactional leadership (Bakari et al. 2017), distributed leader-
ship (Harris et al. 2007), and servant leadership (Eva et al. 2019) as a leadership
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construct to ensure organizational effectiveness for business organizations. There-
fore, this research attempts to answer the following questions:

e Does organizational leadership (transformational, transactional, distributive, and
servant) enhance organizational effectiveness?

e Does employee gender moderate the relationship between transactional leader-
ship and organizational effectiveness?

Outcomes of this research make a new avenue for the business organizations in
Bangladesh in strategy formulation and execution and highlight the concerns essen-
tial to be focused on assuring effectiveness for the organizations.

This paper is organized in the following ways. First, this paper presents the theo-
retical foundation, literature review, and hypothesis development of this research.
Second, this paper presents the research methodology, sampling technique, data col-
lection method, and analysis of this research. Third, the following sections of this
paper will present findings, theoretical and practical implications. Finally, this paper
concludes with the limitations and future direction of the research.

Theoretical foundation, literature review, and hypothesis
development

Organizational effectiveness

Organizational effectiveness is a way of assessing the organization’s performance
(Lee and Choi 2003). Addressing effectiveness confers efficiency, productivity, and
profit (Walton and Dawson 2001). Several types of research suggested that classifi-
cation and dimensions of organizational effectiveness are more nuanced and com-
plex (Hassan et al. 2021). In his study, Cameron (1986) stated that environmental
aspects and strategic orientations should be considered as a factor that could impact
the organizations ’effectiveness. Furthermore, it is also important to note that organ-
izational performance is assessed based on the time needed to achieve its objective
(Weissenberger-Eibl and Hampel 2021; Roy and Dugal 2005). Organizations should
also have a learning impact in which their value-creating capabilities improve over
time (Gold et al. 2001). Therefore, organizational effectiveness applies to be spe-
cific for various stakeholders, such as owners, staff, and consumers. The objective-
oriented approach to effectiveness views an organization as successful if the domi-
nant alliances’ goals are met (Biloslavo and Lombardi 2021). Therefore, confirming
effectiveness in an organizational setup where knowledge and experience are shared
and approved, its flow to the incumbents timely can be useful in producing competi-
tive advantage (Islam et al. 2018).

SN Business & Economics
A SPRINGERNATURE journal



26 Page4of18 SN Bus Econ (2022) 2:26

Organizational leadership

Organizational leadership provides a means of managing others to achieve the goals
(Jong and Hartog 2007). According to Packard (2009), organizational leadership is
related to change and direction, connecting organizational objectives, aligning peo-
ple with vision and goals, and motivating and inspiring employees. Organizational
and management literature confirms this, and studies have documented leadership
is a crucial factor for organizational effectiveness (Hasan et al. 2020a, b; Benson
and Blackman, 2011). For example, in their research, Ozcelik et al. (2008) consid-
ered successful leadership based on cognitive tasks (e.g., preparation, scheduling,
coordination, and decision-making) as leaders ’habits of mobilizing employees’
emotional capital may be a significant factor in evaluating performance at the organ-
izational level. Epitropaki and Martin (2013) also focus on interpersonal commu-
nication, which is considered an essential element for organizations. Additionally,
it is also assumed that active leaders can overcome the gaps, encourage workers to
take charge of operations, think innovatively, and make decisions based on the team
effort to solve business problems (Kovynyov et al. 2021; Karaa et al. 2013). Thus,
considering leadership attributes, styles, and contingencies for organizational effec-
tiveness, this study proposes that transformational, transactional, distributive, and
servant expedite organizational effectiveness.

Transformational leadership and organizational effectiveness

Transformational leadership refers to the ability to increase creative thinking, which
increases the efficiency, organizational creativity, and organizational success of an
individual employee (Bosak et al. 2021; Birasnav 2014). Inspiring confidence, com-
mitment, and respect in followers, leaders often affirm that the multidimensional
leadership style enables followers to perform beyond expectations and emphasizes
collective values and needs rather than followers’ values and needs (Caniéls et al.
2018). Focusing on corporate priorities, transformational leaders encourage their
followers to do more for the organization’s sake. Rewards and praise should be
promoted to produce good performance (Rafferty and Griffin 2004). According to
Bass (1985), leadership behavior reflects transformative leadership, including posi-
tive motivation (communicating a compelling vision), idealized control (serving as
a motivational role model), intellectual stimulus (encouraging followers to think
beyond the box), and individualized concern (emphasis on the growth of follow-
ers; in van Dierendonck et al. 2014). Prior research studies have highlighted that the
transformational leader increases organizational performance (Jaroliya and Gyan-
chandani 2021; Shiva and Suar 2012).Thus, it is proposed:

H1. Transformational leadership is positively related to organizational
effectiveness.

Transactional leadership and organizational effectiveness

Fiedler first addressed transactional leadership by path-goal theory (1967). Trans-
actional leadership refers to the model in which leaders inspire their subordinates to
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follow the course of the set goals and explain the position and mission requirements
by providing the incentives and punishments as necessary (Politis 2002). The trans-
actional leadership model also defines the hierarchical position within the organiza-
tion in maintaining that subordinates will adhere to the leadership’s instructions and
wishes (Thompson 2010). The critical difference between transformational leader-
ship and transactional leadership is that transactional leadership does not individual-
ize subordinate needs or concentrate on personal growth (Rukmani et al. 2010). The
transactional leaders’ passive nature often avoids corrective measures until goals are
achieved (Aboramadan and Dahleez 2020). Hence, it might be possible to obtain
leverage from the subordinates while acting in their best interests (Kuhnert and
Lewis 1987). The current literature supports the transactional leader’s effectiveness
in increasing organizational performance (Baskoro 2021; Hamstra et al. 2011; Lowe
et al. 1996). Hence, this study proposed:

H2. Transactional leadership is negatively related to organizational effectiveness.

Distributive leadership and organizational effectiveness

Gibb (1954) explained the distributive leadership model as a control mechanism
within groups and includes more than one leader (Taylor et al. 2011). According to
Hoch (2014), sharing leadership describes a situation in which several team mem-
bers participate in leadership, marked by collective decision-making and mutual
responsibility for desirable outcomes or objectives. Furthermore, emphasizing dis-
tributive leadership, Leach et al. (2021) explained that achieving the target, leader-
ship performed by the team as a whole is better than only one appointed person.
Furthermore, rather than relying on one’s idea and vision, it is better to provide a
collectively effective process performed by the participants in collecting skills and
qualities that may be suitable. Therefore, having this organizational approach to
distributive leadership may also increase organizations’ possibilities to be effective
(Samancioglu et al. 2020; Pitelis and Wagner 2019; Zepke 2007). Thus, this study
proposed:
H3. Distributive leadership is positively related to organizational effectiveness.

Servant leadership and organizational effectiveness

The concept of servant leadership is relatively recent in the literature regarding lead-
ership. Greenleaf presents such leadership first in his 1970 seminal essay. Accord-
ing to Greenleaf (1991), “the servant-leader is the first servant.” The central trait
of servant leadership matters on collective interest; the leaders do not exercise their
power to get stuff done but build incentives for followers to help them develop and
use persuasion to persuade their workers (van Dierendonck and Nuijten 2011).
Spears (2002) identified ten points that define servant leadership: active listening,
empathy, healing, understanding, persuasion, conceptualization, foresight, steward-
ship, dedication to growth, and community building. Consequently, when focus-
ing on employees’ potential, they recognize each follower’s specific characteristics
and desires and emphasize mission effectiveness, group stewardship, self-motiva-
tion, and future leadership skills accordingly. In addition, servant leaders employ
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one-on-one contact to achieve full performance from followers to consider their tal-
ents, needs, wishes, ambitions, and potential (van Dierendonck et al. 2014). Unlike
transformational leadership, servant leaders are considered more focused on the
individual’s needs; their involvement lies more with the individual than with the
organization (Haq et al. 2021; Parolini et al. 2009). Previous research studies have
emphasized the importance of servant leadership in enhancing organizational per-
formance (Giambatista et al. 2020; Lee 2019; Bellamy 2019; Savage-Austin and
Honeycutt 2011). Thus, this study hypothesizes:
H4. Servant leadership is positively related to organizational effectiveness.

Moderating effect of employee gender between transactional leadership
and organizational effectiveness

Gender is classified as male and female social and biological characteristics. In
management practice, gender diversity is a generally recognized demographic issue
(Kanter 1997). For example, Eagly and Carli (2003) suggested that male staff are
more knowledgeable, sharp, and have more logical and analytical skills than female
staff. On the other hand, female employees are more appropriate than men to estab-
lish connections and sustain good relationships. More importantly, in social and cul-
tural settings, men and women vary considerably. Men are authoritative in Asian
society, and they are the major contributors to economic growth. Hence, this study
highlights that it is worth investigating whether employee gender moderates the
association between transactional leadership and organizational effectiveness.

HS. Employee gender moderates the relationship between transactional leader-
ship and organizational effectiveness.

Research model

Based on the above literature review, this study aims to develop an organizational
effectiveness model, including organizational leadership (Transformational, Trans-
actional, Distributive, and Servant) and organizational effectiveness. Figure 1 shows
the research model:

Methodology

A total of 100 different Bangladesh organizations participated in this study. For
this study, mostly company secretaries have been selected as respondents as they
are the key decision-makers for their respective organizations. DSE (Dhaka Stock
Exchange) list was used to collect the various organizations’ organizational data
through a structured questionnaire survey. The questionnaire comprises three parts
with a measurement scale for transformational, transactional, distributive, servant
leadership vis-a-vis organizational effectiveness. Questionnaire design and items of
the questionnaire were adapted from previously used similar sort of studies Grant
(2011); Thompson (2010); Lee and Choi (2003); Politis (2002) and Gold et al.
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TNS
{R)6i

SER

Notes:

TNS = Transformational leadership, TSA = Transactional leadership, DIS =
Distributive leadership, SER = Servant leadership, Org = Organizational effectiveness,
gen = gender, emp = Number of employees (full-time), rev = Organizational annual
revenue

Fig. 1 Estimated parameters in the structural equation model

(2001). All questionnaire elements were measured on a seven-point Likert-like
scale, and the hypotheses were tested using SEM.

In inferential studies, it is often argued that the use of perception variables can occur
with errors in the measurement (Hasan et al. 2021; Ketkar et al. 2012). Measuring
each variable based on several factors is often easier to solve the question of reduc-
ing this source of bias. This technique is known as Structural Modeling of Equations
(SEM) (Kline 1998). With validity and reliability measurements to be carried out in
relation to the measuring model used, the latent variable measurement decides (Hasan
et al. 2020a, b; Rencher 1998). In the interests of uncertainty about latent variables,
measures designed to measure one latent variable should not be used consistently with
measures designed to measure other latent variables.

There are also diverse thoughts about the effect of gender, number of employees,
and annual revenue on the relationship between leadership and effectiveness. There-
fore, this study considers gender, the number of employees (full-time equivalent) in
your organization, and annual revenue as control variables. Each variable is measured
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with only one question. Questions that address gender and number of employees are
related to male and female and different numbers with intervals, respectively.

Results
Sample characteristics

The respondents’ profile includes position, working year’s details, education, pri-
mary business, ownership status, annual revenue, number of employees, and gen-
der. The sample profile presents that approximately 82% of the respondents hold
middle management positions; 5% are top-level managers, and 13 are junior manag-
ers (13%). Among the respondents, approximately 32% of the employees had been
80, working with their current organizations more than 10 years; 29% for 2—4 years;
17% for 5-7 years; 10% for 8—10 years; and 12% for less than 2 years. In terms of
educational attainment, there is a typical mix of backgrounds. In terms of education,
76% are master’s level, 14% bachelor’s, 9% professional degree, and only 1% Ph.D.
Financial (48%) and manufacturing (42%) were the highest contributors to business
activities. Most of the respondents were from wholly local-owned companies (83%),
followed by wholly foreign companies (7%) and joint venture companies (10%). The
number of employees in the study organizations varies: 9% of the organizations have
fewer than 100 employees; 8% have between 100 and 200, 6% are staffed respec-
tively with 201-300 and 301-400, 9% between 401 and 500, and 62% of organiza-
tions have over 500 people. This shows that all sizes of organizations (i.e., large-
medium-small) were represented in the survey.

Validation and measurement model

The analysis efficiency confers through the convergent and discriminant validity
tests before the SEM analysis. Likewise, this study also performs a reliability test
to determine whether the answers to questions from different individuals associated
with each latent variable are sufficiently correlated with each other. For the conver-
gent validity of a measurement model, factor loadings correlated with indicators
for all respective latent variables must be 0.5 or greater to be accepted for accept-
ance. Factor loadings (see Table 1) associated with each latent variable confirm
a range from 0.659 to 0.849 in this study, which is fair to assume that the meas-
urement model used for this research has an adequate convergent validity. There-
fore, the reliability of the latent variables used in an SEM is considered appropri-
ate if the Cronbach alpha shows above 0.50. The composite reliability coefficients
are 0.7; therefore, this analysis also shows a reasonable range on both Cronbach’s
alpha (0.611-0.910) and composite reliability (0.837-0.927). Additionally, all vari-
ance inflation factors (VIF values) shown in Table 1 are less than 5, which indicates
that the data do not contain multicollinearity (high inter-associations among latent
variables).
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Table2 Correlations and Square roots of AVEs

Organiza- Transforma-  Trans- Distribu- Servant leadership
tional effec- tional leader-  actional tive leader-
tiveness ship leadership  ship
Organizational effec- 0.770
tiveness
Transformational 0.411 0.750
leadership
Transactional leader- —-0.114 —0.044 0.849
ship
Distributive leadership 0.399 0.737 —0.025 0.771
Servant leadership 0.270 0.696 0.128 0.766 0.784

In this study, all square roots of average variances extracted in Table 2 show
acceptance of the discriminant validity of the measurement model.

The software measures three fit indices that are significant in terms of variance-
based SEM (Kline 1998; Kock 2011; Ketkaret al. 2012), average path coefficient
(APC), average R-squared (ARS), and average inflation factor of variance (VIF).
Their values are as follows: APC=0.191, P=0.012; ARS=0.457, P<0.001; and
AVIF=1.846. The result confirms a good model fit with the data (statistically sig-
nificant APC and ARS), and low overall collinearity (AVIF < 5) (see Table 3).

The SEM analysis results are illustrated in Fig. 1. Figure 1 shows a positive
and significant association between transformational leadership and Organiza-
tional Effectiveness (OE) (#=0.422, P<0.001). Therefore, we consider Hypoth-
esis 1 that transformational leadership appears likely to be involved in organiza-
tional effectiveness. Hypothesis 2, transactional leadership is insignificantly related
to OE ($#=0.080, P=0.207). Distributive leadership shows a positive impact on
OE (Hypothesis 3, f=0.323, P<0.001). Servant leadership also shows a posi-
tive and significant relationship with OE in different organizations (Hypothesis 4,
$=0.209, P=0.015). Finally, Gender moderates the relationship between trans-
actional leadership and organizational effectiveness (Hypothesis 4, f=— 0.301,
P <0.001). The result also explained the effect of control variables respectively for
gender (P> 0.165), number of employees (full-time equivalent) in your organization
(P>0.108) and annual revenue (P >0.449). The summary is in Table 4.

Discussion and implications

To thrive in today’s competitive business climate, organizations through leader-
ship experiment with various structures and make continuous efforts to make them
self-successful. Transformational leadership refers to the degree to which leader-
ship exalts employees’ ability to think innovatively, empowers followers to achieve
beyond their expectations, and stresses shared values and needs rather than individ-
ual expectations. The study findings are consistent with previous studies, such as
Jaroliya and Gyanchandani (2021) and Birasnav (2014). They indicate an essential
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Table 4 Path coefficient and significances

Path Beta (P value) Sup-
ported
or Not

Transformational leadership — Organizational effectiveness 0.42 (<0.001) Yes

Transactional leadership — organizational effectiveness 0.08 (0.207) No

Distributive leadership —> Organizational Effectiveness 0.32 (<0.001) Yes

Servant leadership —> Organizational effectiveness 0.20 (0.015) Yes

Transactional leadership —> Gender —> Organizational effectiveness —0.30 (<0.001) Yes

relationship to OE. It was found that transactional leadership has an insignificant
relationship with OE. The result of the study deviated findings of Aboramadan and
Dahleez (2020); Hamstra et al. (2011) and put a unique emphasis on when gen-
der moderates the relationship between transactional leadership and organizational
effectiveness. Transactional leaders used to put negative emphasis on ensuring
organizational effectiveness based on the management literature (Baskoro 2021).
The gender association strengthens this argument since it negatively predicts the
relationships and is found significant to confirm its moderating effect in increasing
organizational effectiveness. The study result also confirms that distributive lead-
ers play a significant role in organizations, as the shared and given responsibility to
various teams could generate unique ideas at the highest level of the organizations
(Samancioglu et al. 2020; Benson and Blackman, 2011). Likewise, servant leader-
ship demonstrates its effect on OE. Servant leaders support the ideas that involve
the individuals in organizational activities in various ways; first, leaders do not use
their power to get things done but instead build incentives for their followers. Sec-
ond, leaders use one-to-one interactions to understand their followers’ skills, desires,
aspirations, ambitions, and abilities to achieve optimal success (Giambatista et al.
2020; van Dierendonck et al. 2014). The results from the current research on the
control variable effects are consistent with those (e.g., van Dierendonck et al. 2014;
Birasnav, 2014; Nguyen and Mohamed, 2011), which confirmed the lack of influ-
ence of these variables in effectiveness studies.

This study’s theoretical implications suggest that this research offers a unique
contribution to organizational effectiveness literature by exploring the impacts of
respective leadership styles, including transformational, transactional, distributive,
and servant leadership, with the moderating effect of gender. Organizational leader-
ship is considered to be an enabling factor for organizational effectiveness. Though
the organizational leadership and effectiveness relationship has greater attention
from the management literature, it confers very minimum initiatives in the Bangla-
deshi context. The empirical findings verified that the outcomes of this study unfold
the knowledge of different leadership styles and contribute to the existing body of
literature from the business organizations’ perspective. This finding reveals that
transformational leaders’ positive influences help employees have greater motivation
for communicating a compelling vision and encouraging followers to think beyond
the box to confirm organizational effectiveness. In line with Hoch (2014) findings
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of the crucial role of distributive leadership affirming organizational effectiveness,
this study exhibits distributive leaders as collective decision-makers who uphold
mutual responsibility for desirable outcomes or objectives. Giambatista et al. (2020)
supposed that servant leadership is essential for instilling employee creativity and
organizational innovation. The study result also implies that these facts show a posi-
tive relationship with organizational effectiveness. On the other hand, this research
unboxes that transactional leadership is not an effective leadership style for strength-
ening the organizational effectiveness of business organizations in Bangladesh with
gender associations.

This study also provides some insights for the practitioners of Bangladesh’s busi-
ness organizations. First, managers of Bangladesh’s business organizations may
consider transformational, transactional, distributive, and servant leadership styles
to ensure organizational effectiveness. Second, top management of Bangladesh’s
business organization may evaluate the organizations’ culture and practice a suitable
leadership style among the transformational, transactional, distributive, and servant
leadership styles that properly fit the organizational performance. Finally, top man-
agement of Bangladesh’s business organizations may provide appropriate training
for the managers to make them familiar with the required leadership styles (transfor-
mational, transactional, distributive, and servant leadership) to ensure organizational
effectiveness (Yasin Ghadi et al. 2013; Islam et al. 2020Db).

However, this study proposes a unique context of the business organizations in
Bangladesh. The outcomes of this study also emphasize the significance of current
and future business organizations taking into account leadership with gender for
organizational effectiveness. As a result, business organizations can take a more tac-
tical approach to assure effectiveness for their organizations. It is also recommended
that business organizations may develop leadership to achieve greater effectiveness
to confirm competitive advantage.

Conclusion

OE is essential for organizations, especially in businesses, as it allows organizations
to compete against others. Therefore, business organizations should be constructive
in their approach to assure effectiveness in their management processes to confirm
competitive advantage. In Bangladesh, companies should put a greater focus on
leadership to achieve more desirable OE outcomes. The results of this study also
verify these facts and indicate the leadership importance for the organization (that
is, transformational, transactional, distributive, and servant) to assure favorable OE.
This study also provided a unique view of organizations operating in Bangladesh
and shared scope for others to test the studied or extended models in different or
similar emerging economies to generalize these facts. Based on the hypotheses tests’
overall results, it can conclude that this study achieved its objectives.

Nevertheless, this research has some drawbacks, as with other studies. First,
this study covers only the DSE-listed organizations in Bangladesh; therefore, the
study’s findings cannot be generalized. Analysis with a large number of samples
may overcome this limitation with diverse groups apart from DSE to provide further
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impressive results. Second, in future studies, researchers may consider other influ-
encing factors, such as culture, structure, etc., to measure the effectiveness in Bang-
ladesh organizations (Islam et al. 2018). Third, the studied organizations employ
only leadership factors for organizational effectiveness in the Bangladesh context.
So other comparisons can be added in future research, for example, information
communication technology effect.
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