The effect of Leadership styles on Employee Motivation in small Businesses
What is leadership - Leadership is the capacity to inspire others, listen to them, and demonstrate competence and reliability. They must be unselfish in their understanding of the team's or organization's objectives, possess strong communication skills, and be decisive. 
The ability of a company's management to inspire excellent performance among personnel in addition to setting and achieving goals is known as business leadership. The competitiveness and culture of the business are impacted by the quality of the leadership. Leaders must inspire teams, give guidance, and successfully supervise while upholding fundamental principles like honesty and optimism.  A corporation and its personnel are guided by its leadership. Employees must understand who to follow and the company's direction. Leadership entails teaching employees how to carry out their duties efficiently and routinely monitoring the accomplishment of their assignments. Setting a good example, remaining enthusiastic about one's work, being ready to learn, and participating in both individual and group activities are all components of leadership. (Bing, 2024)

What are leadership styles  - A leader's approaches, traits, and actions when leading, inspiring, and overseeing their teams are referred to as their leadership style. A leader's personality, values, abilities, and experiences all influence their style, which can have a big impact on how well they lead. Knowing your leadership style is essential because it affects all facet of your leadership, from regular team interactions to critical decision-making situations. Empirical studies repeatedly demonstrate that leaders who possess self-awareness regarding their style and are able to communicate their approach are more successful in fostering positive organisational cultures, increasing performance, and fostering trust.
A leader's approach also affects how they formulate their goals, carry them out, and adapt to changes while controlling the expectations of stakeholders and the welfare of their team. It has an impact on how you convey expectations, offer criticism, resolve disputes, and motivate others to accomplish common objectives. How you assign tasks, make choices under duress, and adjust to various team dynamics and organisational situations are all influenced by your leadership style. Leaders frequently exhibit a variety of leadership philosophies and will probably modify them based on the circumstances. Nonetheless, a leader will frequently exhibit one dominant style more frequently; this is referred to as their true leadership style.(IMD, 2025)
Shared Leadership in LLCs: By establishing simple organisational frameworks with open communication, leaders who share authority and value learning help LLCs by encouraging employee motivation and a sense of ownership. 
• Democratic Leadership: Through frequent interaction and feedback, this leadership style increases managerial involvement in decision-making, which boosts employee satisfaction, retention, and long-term corporate performance.

Transformational Leadership: By motivating and pushing their groups, transformational leaders promote innovation and ongoing development, which boosts worker productivity and increases small businesses' revenue growth rates. 


• Laissez-Faire Leadership Pitfalls: Employee productivity and focus can be negatively impacted by excessive autonomy in the absence of clear goals or feedback, underscoring the necessity for balanced leadership techniques in small organisations. 
Benefits of Servant Leadership: By emphasising the development and welfare of staff members, servant leadership fosters a culture where talent feels empowered and invested in the long-term success of the business. (Nicholaisen, 2024)

What is employee motivation - Internal motivation is the source of intrinsic motivation. A person's personal interest, curiosity, and sense of fulfilment in their work are what drive it. Workers that are intrinsically driven do their jobs because they find them fulfilling or important, not because of outside rewards. 
Important Characteristics of Intrinsic Motivation:
• Self-driven: Workers are motivated by the opportunity for progress or challenge. 
• Sustainable: In the absence of outside incentives, motivation endures. 
• Creativity and Innovation: Workers experiment and take chances. 
• Deep Engagement: Promotes long-term dedication and contentment. 
Leaders naturally increase intrinsic motivation in their teams when they foster settings that encourage autonomy, learning, and purpose.
On the other hand, extrinsic motivation is motivated by rewards or punishments from outside sources. Workers perform activities in order to get paid, acquire incentives, advance in their careers, or stay out of trouble. 
Important Characteristics of Extrinsic Motivation: 
• Performance-driven: Workers concentrate on achieving particular external objectives. 
• Short-term effectiveness: May not maintain long-term involvement, but works effectively for short-term outcomes. 
• Relies on outside influences: If rewards are eliminated, motivation wanes. 
• Productivity-focused: Beneficial for organised tasks requiring effectiveness. 
The key thing to keep in mind is that extrinsic motivation is influenced by external elements like rewards and punishment, but intrinsic motivation is driven by internal factors like the person's own interest and satisfaction. (SLM (Self Learning Material) for MBA, 2024)

Employee motivation and overall organisational performance are significantly influenced by a leader's style. The behaviour and strategy used by leaders to sway followers is referred to as their leadership style (Gupta & Monika, 2020). Transformational, transactional, and laissez-faire leadership styles are the most researched. Employees are inspired and intellectually stimulated by transformational leaders, who push them to surpass expectations (Bass & Riggio, 2006). Laissez-faire leaders, on the other hand, take a hands-off attitude that frequently results in decreased motivation, whereas transactional leaders use rewards and penalties to regulate performance (Avolio, 2011).
The internal drive that guides behaviour towards corporate goals is known as employee motivation (Deci & Ryan, 2000). Because transformational and servant leadership foster trust, empowerment, and recognition, research repeatedly demonstrates a favourable relationship between these styles of leadership and intrinsic motivation (Al Rahbi et al., 2017). Additionally, a recent meta-analysis discovered that, in contrast to transactional approaches, empowering, ethical, and servant leadership styles have greater beneficial effects on motivation (Li et al., 2022).
However, organisational environment, size, and culture can all affect how effective a leader is. For instance, small and medium-sized businesses might gain more from democratic or participatory leadership, in which staff members participate in decision-making (Reyaz, 2024). Despite a wealth of research, little is known about how leadership style affects motivation in non-Western and smaller corporate environments. 
In conclusion, research shows that employee motivation is greatly impacted by leadership style. While transactional and laissez-faire leadership styles are less successful or context-dependent, transformational, servant, and empowering leaders increase motivation through inspiration and support. 


Bottom of Form

Research methodology and design - A systematic questionnaire will be used to gather data from employees of small and medium-sized businesses (SMEs). Three areas will comprise the questionnaire: employee motivation, leadership style, and demographic data. Items from Bass and Avolio's (1994) Multifactor Leadership Questionnaire (MLQ), which evaluates transformational, transactional, and laissez-faire leadership behaviours, will be used to gauge leadership style. Selected items from Tremblay et al.'s Work Extrinsic and Intrinsic Motivation Scale (WEIMS) will be used to gauge employee motivation (2009). A five-point Likert scale, ranging from "strongly disagree" to "strongly agree," will be used to score responses.
Descriptive statistics will be used to summarise the sample's salient features, and correlation analysis will be used to ascertain the connection between motivation levels and leadership style. Anonymity, voluntary engagement, and informed consent will all be ethical factors (Bryman, 2016). 
This design offers a straightforward, methodical approach to determining which leadership philosophies are most successful in raising staff motivation, providing useful suggestions for enhancing management techniques.
Justification of Methodological Choice - Since the goal of this study is to investigate quantifiable links between leadership style and employee motivation, a quantitative method is acceptable. Researchers can find statistical connections and trends that can be applied to a larger population by using quantitative data (Creswell & Creswell, 2018). Because the data are gathered using standardised survey tools, this method also promotes objectivity by lowering researcher bias. Reliability and validity in measuring the variables are ensured by using well-known scales such the Work Extrinsic and Intrinsic Motivation Scale (Tremblay et al., 2009) and the Multifactor Leadership Questionnaire (Bass & Avolio, 1994). 
 Additionally, a survey approach is feasible and time-efficient for small business settings, where workers may swiftly finish questionnaires without interfering with daily tasks (Saunders, Lewis & Thornhill, 2019). All things considered, this methodology supports the study's objective of determining which leadership philosophies best boost worker motivation in an organised, data-driven way.


Business Relevance and Practical Implications - The performance and sustainability of businesses are greatly impacted by an understanding of the connection between employee motivation and leadership style. Because it affects employee attitudes, engagement, and productivity, leadership is a major factor in organisational effectiveness (Northouse, 2021). Motivated workers are more likely to exhibit greater dedication, inventiveness, and productivity, which improves organisational results (Deci & Ryan, 2000).

Effective leadership is particularly important for small and medium-sized businesses (SMEs), as these organisations frequently rely significantly on employee initiative and team cohesion. Managers can modify their behaviour to create a more positive and productive company culture by determining which leadership styles boost motivation. Adopting transformational or servant leadership characteristics, for example, can boost intrinsic motivation and lower turnover intentions by offering assistance, empowerment, and acknowledgement (Al Rahbi, Khalid & Khan, 2017).

The results of this study may also direct leadership development and training initiatives, assisting organisations in concentrating on employee-inspiring competencies rather than merely depending on transactional reward systems (Bass & Riggio, 2006). Additionally, companies can obtain a competitive edge through improved performance, creativity, and staff retention by rewarding motivated and engaged workers. As a result, the study provides both theoretical understanding and useful applications for enhancing workforce motivation and leadership efficacy.
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