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Leadership plays a significant role in the hotel industry because it heavily relies on team effectiveness and employees’ morale. In this environment, strong leadership is necessary to manage customer demands, maintain employee satisfaction, and navigate challenges in recruiting and retaining the talent pool. Each leadership style has a different impact on workplace dynamics, influencing not only company performance but also its culture (Tran, 2020).

This essay will explore three of the most well-known leadership theories: transactional, transformational, and servant leadership. Transactional leadership is based on a system of rewards and penalties to drive performance (Rowold, 2014). This style is very effective for routine tasks, but it may decrease creativity and engagement over time. At the opposite end of the spectrum, transformational leadership seeks to inspire and motivate employees by creating a shared vision and goal (Rowold, 2014). Although it drives creativity and motivation, it can also lead to burnout. Servant leadership focuses on meeting the needs of employees and creating a positive work environment (Heyler and Martin, 2018). It is generally seen as bringing the most positive effects with few drawbacks found by scholars. 

Each of these theories will be analysed in turn, referring to their advantages and disadvantages, particularly with regard to boosting employee morale and performance. These points will be illustrated using empirical studies from the hotel industry to highlight the applicability of these theories in a practical work environment. By evaluating each of these theories, this essay seeks to demonstrate that the hotel industry requires a complex approach. There is no one-size-fits-all style, but rather, each approach is appropriate in certain contexts.

Transactional leadership theory states that employees are incentivised to meet targets through a system of rewards and penalties. Good performance is rewarded with various forms of recognition, opportunities for progression, or financial compensation, while poor performance incurs penalties (Rowold, 2014). As such, transactional leadership operates on a model of contractual agreement, where employees receive immediate tangible rewards (Rothfelder, Ottenbacher, and Harrington, 2012). Transactional leaders tend to be pragmatic and results-oriented, focusing on maintaining order and control, and valuing safety over innovation or flexibility (Bono, Hooper, and Yoon, 2012). In the hotel industry, this leadership style can be used to ensure consistent service and quality, particularly in areas such as housekeeping, food service, or at the reception desk.

One of the biggest advantages of this theory is that it provides clear expectations. This is particularly important in a fast-paced environment like the hotel industry, where it is necessary to communicate targets clearly and meet key performance indicators. Rabiul (2022) led a study on the effectiveness of transactional leadership theory on employee performance in the hotel industry in Bangladesh. Data was collected from 393 employees and analysed using complex regression analysis. The author also utilised motivational language and social identity theory to examine the relationship between transactional leadership and performance. The results indicate that while motivational language plays an important role in maintaining employee engagement, perceived job prestige is less significant. The study’s large sample size and sophisticated methodology make it possible to generalise the results. However, the geographical focus is limited, meaning that the findings need to be confirmed by other studies, as the hotel industry environment may differ in other geographical areas. The study confirms that transactional leadership is effective in setting and communicating clear goals through motivational language. On the other hand, it is less effective in creating a sense of meaningfulness, as this is often linked to intrinsic motivation, which comes from within and not necessarily from external rewards.

Some studies have partially confirmed these results. For instance, Dai et al. (2013) conducted a study in the Taipei hotel industry. They distributed 700 questionnaires, which yielded 358 valid responses. The authors aimed to compare the effectiveness of transactional versus transformational leadership on motivation. Their results show that transactional leadership can lead to increased motivation if promises are kept accurately. Spitzbart (2013) led a similar study, though on a smaller scale. The author distributed a questionnaire with 70 questions to 43 employees to test the effectiveness of transactional versus transformational leadership styles. He found that both leadership styles are conducive to job satisfaction and motivation when leaders are aware of their style and meet employee expectations. Another empirical study by Daouk, Farmanesh, and Zargar (2021) focused on the hotel industry in Lebanon. They showed that transactional leadership is linked to justice and organisational trust when the rewards and penalties system is respected.

Rabiul et al. (2021) also conducted a comparative study in Bangladesh, collecting data from 446 hotel employees. However, they compared transactional and servant leadership. The methodology used was least squares regression. Additionally, the authors created a psychological profile of the employees involved in the study. They aimed to test the effectiveness of different leadership styles on ECSQ while accounting for the psychological traits of the employees. ECSQ stands for Employee Customer Service Quality, which refers to the level of service quality that employees deliver to customers  an essential metric in the hotel industry. Their results show that transactional leadership does not have a direct effect on ECSQ. More importantly, transactional leadership does not affect ECSQ through psychological safety, meaning this leadership style does not create an environment where employees feel secure and safe to express themselves. The inability to fully express themselves can limit employees’ effectiveness compared to other styles. However, transactional leadership has an indirect positive effect on psychological meaningfulness. This suggests that this leadership style can still create a sense of meaningful work, even though it is task-oriented. These results confirm those found by Rabiul (2022). In contrast, the authors show that servant leadership, which will be discussed in more detail shortly, has a direct positive effect on ECSQ through both psychological meaningfulness and safety. This leadership style allows employees to express themselves freely without fear of punishment. Additionally, it positively affects employee motivation and engagement, as they find their work meaningful. As such, the authors conclude that the servant leadership style is more effective than the transactional style in improving the quality of service in the hotel industry.

The consensus from the literature review is that transactional leadership is effective at creating motivation and justice, especially when it is associated with motivational language and meeting expectations. However, it is important to note that most of the studies mentioned above have been conducted in developing countries, where external rewards like financial compensation may be valued more highly than internal satisfaction. This has been confirmed by Puni, Hilton, and Quao (2020), who showed that transactional leadership is more highly valued in developing countries than transformational leadership. When compared to other leadership styles, such as servant leadership, transactional leadership seems to be less effective even in developing countries, as demonstrated by Rabiul et al. (2021). The reason for this is that transactional leadership fails to create a positive environment where employees feel able to express their experiences and feelings freely, due to fear of punishment. As such, in the hotel industry, transactional leadership may result in a workforce that is efficient but lacks the motivation to develop new ideas or engage with guests on a deeper level.

Given these findings, it is important to further examine the effectiveness of servant leadership. Many other empirical studies confirm the positive benefits of servant leadership. Zia et al. (2021) evaluated the effectiveness of this leadership style in Pakistan. As in previous studies, data was collected through a questionnaire and analysed using complex regression analysis. The authors found major positive impacts, demonstrating that servant leadership is linked to increased work performance and reduced turnover. Moreover, servant leadership is associated with organisational citizenship behaviour (OCB), which refers to activities employees engage in that are not part of their formal job roles. These results are also confirmed by Chon and Zoltan (2019), who conducted a larger study including multiple Asian countries.

The servant leadership style is widely accepted as one of the most effective due to its focus on meeting both the behavioural and psychological needs of employees. Servant leadership emphasises seeing the leader and employees as equals and focuses on helping employees grow both professionally and personally. Canavesi and Minelli (2022) conducted a literature review of 357 papers spanning over 40 years. The papers included both qualitative and quantitative studies. The consensus from these papers is that servant leadership leads to positive effects on job satisfaction, motivation, and engagement, not only in the hotel industry but across various sectors. Timiyo and Yeadon-Lee (2016) have referred to this phenomenon as "the universality" of servant leadership.

Among all the studies reviewed, only Kessler (2019) mentioned a potential drawback of this leadership style. The author noted that, in some situations, employees may take advantage of the leader's benevolence and abuse their power. He suggested that this style would only be effective with truly "humble" employees and that strict rules and regulations need to be put in place to minimise these negative effects. Although his argument is logically cohesive, it is not supported by empirical research or a strong qualitative framework. Nevertheless, future research should focus more on examining this potential negative aspect further.

Finally, transformational leadership focuses on inspiring and motivating employees by creating a shared vision. Transformational leaders focus on innovation and encourage personal and professional growth (Rothfelder, Ottenbacher, and Harrington, 2012). The advantage of transformational leadership is that it builds a sense of belonging to the company and creates a strong relationship between the leader and employees. Additionally, it is often associated with revolutionising industries through innovation and creativity. For these reasons, some authors have praised this style of leadership as the most effective in the hotel industry in terms of innovation, creativity, and job satisfaction (Aksoy and Onur Çakır, 2023).

There are numerous comparative studies (Putra et al., 2020; Puni, Hilton, and Quao, 2020; Daouk, Farmanesh, and Zargar, 2021) that show there is no significant difference between transformational and transactional leadership in relation to job satisfaction and motivation. However, when compared with servant leadership, transformational leadership tends to be seen as less effective. Ling, Liu, and Wu (2016) conducted a comprehensive study with more than 1,000 participants from 16 star-level hotels in China. They demonstrated that transformational leadership seems to be less effective because it has a higher tendency to lead to burnout. Servant leadership, on the other hand, can foster innovation, creativity, and a sense of belonging without overworking employees. However, to fully generalise these results, more research in different geographic areas should be conducted.

In conclusion, each leadership style has its advantages and disadvantages. Each style can have a different effect on employee satisfaction, loyalty, and work performance. This essay has evaluated three of the most popular leadership styles – transactional, transformational, and servant – drawing on relevant empirical literature from the hotel industry. This analysis has not only highlighted the advantages and disadvantages of each style but has also enabled a comparison between them. Transactional leadership is effective for reaching clear targets by motivating employees through external factors. However, its limitation lies in fostering internal motivation and allowing for creativity. Transformational leadership fosters creativity, innovation, and loyalty, but can lead to burnout if taken to an extreme. When applied correctly, both leadership styles appear equally effective in maintaining job satisfaction and performance. Servant leadership, on the other hand, focuses on meeting employees' needs by placing the leader and employees on the same level. Overall, this is considered the preferred leadership style by most scholars, with very few drawbacks associated with it.


Nevertheless, this essay posits that each leadership style can be useful in different situations if applied correctly. The hotel industry is dynamic and diverse, and therefore, one leadership style cannot always be the most efficient. Future research should continue to explore the effects of each leadership style in the hotel industry, accounting for different geographical locations, psychological traits of employees and leaders, and varying contexts.
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