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Abstract

To determine the most effective style of leadership in SMEs, various approaches have been designed as
leaders makes a strong influence on behavior, attitude, commitment, and satisfaction of employees. It is
revealed by past researches that the main focus of business is to investigate different styles of leadership.
Regardless of the importance of leadership in SMEs, not much studies are conducted exploring styles of
leadership in SMEs. There are many styles of leadership defining the way how manager acts, reacts,
behaves, and take decisions, and how their behavior make impact on the wellbeing of employees. Unlike
in large business enterprises, in small business enterprises the influence of leadership on employees is
more in direct and personal way due to small number of hierarchical levels and continuous interaction
between leaders and employees. 179 respondents is the sample size considered in this study. T test and
mean was applied to find the result of study.

Keywords: Leadership Style,Leader, Management, small and medium-sized enterprises, democratic,
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Introduction

The concept of leadership is enigmatic. Like many other complicated thoughts and concepts, it is informal
to utilize it in daily discussions of life. Many people want it, but only some achieve it. One of the supreme
power that a leader has is their capacity or capability of leading a group of individuals. A leader is one
who inspire their followers for achievement of not just their own goals, but also common goals of an
organization in modern way. The notion of leadership assumes the presence of a follower. The activities
of a leader are incomplete without followers who follow instructions of their leader, and leader inspire
their follower’s performance, feelings, and views in projected directions. It is studied that most of SMEs
managers favor democratic style of leadership, in democratic leadership style the focus of managers is to
involve in the process of decision making and encouraging them in accomplishment of their goals.
Another style of leadership is autocratic style under which people do not work together, and that hard as
they do when being actively led (Bojadjiev, Hristova, & Mileva, 2019).In present environment of
business featured by globalized market, technology, competition and innovation managers of SMES must
ascertain and adapt effective strategies permitting them to overcome all issues and challenges. However,
for attainment of business goals successfully, the main agents must be taken into consideration that are
involved in the process of transformation like first, and foremost, their leaders. Leader’s behavior,
actions, and attitude will be factor to define adopted styles of leadership. It is rational to assume that
leadership styles of owners or managers of SME influence management. Moreover, transformational style
of leadership can be predominantly relevant in context of SME as it has a dominating role in the manner a
business manager can assist management (Franco & Matos, 2013).Every leader have their own preferred
choice of leadership style in SMEs. The styles of leadership shown by leaders is determined by four
elements, which are organization’s background, leader’s character, association between followers and
their leader, and follower’s position. Leaders are the one who have big dreams. However, the time when
issues occurs, leaders are enforced to delegate workers to resolve issues together. However, an effective
leaders is needed to sustain organization as well as employees mainly to confront unexpected situations
and issues. Thus, it is vital to understand which style of leadership might or might not be proved effective
for the success of business organization, mainly in SMEs (Sita & Nor, 2021).SMEs are very important as
they promote inventions in terms if product and services delivered as well as in terms of technology and
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process of management. From very beginning, leadership has been an interesting topic to study for
researchers who wanted to it is explore social influence. As mentioned already in study, while researching
SMEs, the topic of leadership become the main point of study of scholars. All the mentioned aspects are
important in SMEs as the business owners and managers are highly involved in activities of organization
and their behavior of leadership makes direct impact on employees (Ogarca, Craciun, & Mihai, 2016).
Literature Review

Rao & Zaidi (2020) studied that leadership styles that are improper in nature might create issues that can
be noticeable at workplace. The objective of this work is to study the understanding on influence of
different styles of leadership in SMEs, and to study which style of leadership is best suited for SMEs. In
present time, autocratic leadership style is best perceived style of leadership. Employee’s involvement,
normative, affective, and constant commitment was identified to be at low level because of predominant
styles of leadership in industry. Furthermore, it is also felt by employees that they were not given
importance with regards to their view point and the efforts they take at workplace is also not given
appreciation. It means that effective style of leadership would probably produce efficient commitment
among employees towards organization.

Madanchian & Taherdoost (2017) found that in country’s economy and social wellbeing SME s play a
vital role. On the basis of previous studies about different leadership styles, study shows that for
enhancement of performance of organization, leader’s behavior plays important role. On the contrary, the
outcomes of study are distinct and disputed, and that is the reason extra efforts are required in association
with performance of organization to comprehend leadership role. Leaders must focus on development of
their effectiveness and making use of it as strategic direction to make it different from their competitors.
SMEs suffer from many struggles from global industries.

Zirra & Ezie (2017) revealed that it has become essential to note that good styles of leadership and
adoption of right styles is necessary for teamwork provision and to ensure that everyone understand their
role in organization. It means that managers who motivate and provide guidance to their employees get
desired results leading to improved efficiencies, reduced cost, and better performance of organization.
Over the time, it is found that major issues faced by business enterprises are bad behavior and attitude
among employees, inefficiencies, and ineffective leadership styles of leaders. It is revealed by the study
that behavior of transactional leaders is more influenced towards expansion of business and make them
more aware towards the result of their tasks. The employees in SMEs were found to be fulfilled when
authorities are delegated to them by manager. Transaction style of leadership of managers was found to
have substantial influence on inventive process of business.

Son (2018) stated that effective style of leadership is one of the main skill needed by managers to manage
a good team. However, it does not mean that leaders apply just one style of leadership for every different
employee, but they choose different styles of leadership that suits different level of employees. Many
managers fails to manage their team as they are unaware, and set high requirements for some employees,
and give very little space to good employees to become active and creative making employees lack
confidence, and making them uncomfortable in fulfilling their capabilities. Thus, a leader must
understand the best suited style of leadership to stop exploiting human resource of company.

Feranita, Nugraha, & Sukoco (2020) studied that to achieve success in performance of SME business
they must have good innovation policies. An effective style of leadership give proper support to SME
businesses. The study reveals that transformation style of leadership makes positive and substantial
impact on innovation and performance of SMEs. Consequently, it also makes an indirect impact on
performance through innovative mediators on SMEs. It means that an important role is played by
innovation to create an association between transactional leadership style and performance of SMEs. An
effective training program can be designed by government to mentor sustainable SMEs. Training
programs can focus on enhancement of transformational style of leadership, stimulating intellectuality,
and emphasizing consideration of individual employee helping SMEs to improve their performance and
innovation.
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Long, Yong, & Chuen (2016) found that styles of leadership makes a strong connection with employees
along with organizational commitment. Dividing leadership style into two different styles, it is found that
transformational style of leadership makes a substantial and positive association of employees and
organizational commitment, whereas transactional style of leadership makes considerable and weak
association with organization commitment. Though, both these styles of leadership have made
contribution towards organizational commitment, the transformational style is mostly recommended one.
It is observed that employees who are emotionally attached with their job and organization are found to
be more satisfied and committed towards the organization. An insight is provided by this study on the
association between styles of leadership and organizational commitment and have shown how
management and owners manage their employees to create positive attitude towards the organization.
Asiimwe, Kavoo-linge, & Sikalieh (2016) studied that transactional leadership depends on nature or type
of SMEs and it is suggested that this type of leadership style must be adopted where employees are
appointed on short term contract to deliver particular assignments, as this style facilitates growth of
organization. As found in the survey conducted, a leader adopting transactional leadership style always
give instructions to their employees about what to do. They do not give permission to employees to give
their views on how to do the work and ignore their abilities and talents. It is also found that leaders using
transactional style have the aim of achieving organizational goals. The policies and procedures give clear
guidance to employees under transaction leadership style. It is observed that this style of leadership is
most suited where employees need less training and experience.
Khan et al. (2015) stated that a leader brings all orders and decisions to their employees under autocratic
leadership. Capabilities of staff for development of initiative and creativity is little which do not really
exists, their behavior is controlled by measured like rewards, recognitions, penalties, or even subjective
rules. Autocratic style of leadership is applied in situations when there is little time group discussions for
decision making, or in case leader is the most talented, educated, and experienced person in an
organization. An effective leader proposes ideas. They are persistent, self-confident, reliant, and friendly.
They provide guidance to their subordinates, allowing them to share ideas to other group members. They
also motivate employees to get involved in the process of decision making, though they are the one to
make final decision.
Ozer & Tinaztepe (2014) revealed that a critical factor is served by leadership in initiating and
implementing transformation in an organization. Cases where leadership proposes to stimulate a positive
influence on teams, employees, and organization, there are distinct leadership styles to be adopted in
consideration to organizational processes and structure. Different styles of leadership must be adopted and
considered as per the requirements, culture, structures, and operation of organization. It is crucial for
leaders to make sure that leadership style is allied with structure of the organization and its requirements
as it is means either it is positively or negatively making influence on performance or commitment of
organization. Therefore, the aim of this work is to measure the way in which different styles of leadership
makes impact on SMEs organizational commitment.
Objective of the Study

1. To Identifying different leadership styles in SMEs.

2. To measure how different leadership styles impact employees.
Methodology
The study is empirical in nature. Number of respondents was 179. Structured questionnaire was prepared
for collection of data. Mean and t-test was applied to find result of study. Convenience sampling was the
method of sampling.
Demographic Outcome
Table 1. Shows gender of respondents, male respondents— 59.22%, and female respondents— 40.78%.
Respondent’s age is, 23 - 26 years are 28.50%, 26 - 29 years are 35.19%, and Above 29 years are 36.31%.
Looking at the Sector, private sector are 62.57%, and public sector are 37.43%. With regards to Work
experience, below 1 years are 29.61%, 1 to 5 years are 37.34%, and more than 5 years are 32.96%.

Tablel. Respondent’s demographic details
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Variable Number of Respondents %
Gender

Male respondents 106 59.22%
Female respondents 73 40.78%
Total 179 100 %
Age

23 - 26 years 51 28.50%
26 - 29 years 63 35.19%
Above 29 years 65 36.31%
Total 179 100 %
Sector

Private Sector 112 62.57%
Public Sector 67 37.43%
Total 179 100 %
Work Experience

Below 1 year 53 29.61%
1to 5 years 67 37.43%
More than 5 years 59 32.96%
Total 179 100 %

Table2. Different Leadership Styles and its influence on Employees

Serial. | Survey Statement Mean T-Value | Sig.

No.

1. SMEs performance is influenced by Transactional | 4.23 16.746 | 0.000
leadership style
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2. Employees enjoy working in company where leaders | 4.29 17.674 | 0.000
adopt transformational style of leadership

3. Under transformational leadership style, leaders | 4.21 16.842 | 0.000
challenge their employees to develop problem solving
skills

4. Transformational leaders encourage their employee to | 4.01 13.774 | 0.000

be creative and innovative

5. Transactional leadership style rewards their employees | 4.17 16.218 | 0.000
on achieving set goals and objectives
6. Improper styles of leadership might impact employees | 4.13 15.400 | 0.000

causing lack of confidence, and making them
uncomfortable at work

7. Effective leadership helps in expansion of business and | 4.07 14.720 | 0.000
achievement of organizational goals

8. Effective styles of leadership improves job satisfaction | 3.17 2.349 0.010
and commitment of employees towards organization
9. As per the requirements, culture, structures, and | 3.13 1.775 0.039

operation of organization different styles of leadership
can be adopted by leaders to be effective

10. Effective leadership helps in resolving issues and | 4.00 13.891 | 0.000
challenges faced by employees in achievement of goals

Table 2 shows the mean value of “Different Leadership Styles and its influence on Employees™ first
statement says that SMEs performance is influenced by Transactional leadership style (mean value 4.23),
Employees enjoy working in company where leaders adopt transformational style of leadership (mean
value 4.29). Under transformational leadership style, leaders challenge their employees to develop
problem solving skills (mean value 4.21), Transformational leaders encourage their employee to be
creative and innovative (mean value 4.01), Transactional leadership style rewards their employees on
achieving set goals and objectives (mean value 4.17).Improper styles of leadership might impact
employees causing lack of confidence, and making them uncomfortable at work (mean value 4.13),
Effective leadership helps in expansion of business and achievement of organizational goals (mean value
4.07), Effective styles of leadership improves job satisfaction and commitment of employees towards
organization (mean value 3.17), As per the requirements, culture, structures, and operation of organization
different styles of leadership can be adopted by leaders to be effective (mean value 3.13), Effective
leadership helps in resolving issues and challenges faced by employees in achievement of goals (mean
value 4.00). T-value of statements in a survey in context of Different Leadership Styles and its influence
on Employees are found to be significant because t-value of each statement is positively significant
because value is less than 0.05.

Conclusion of Study

It is studied that there is a strong association between employees and their leaders and both are
substantially influenced by different leadership styles that are practiced by leaders in SMEs. Style of
leadership in an organization plays vital role that can enhances and retard the commitment and interest of
employees (Jeremy, Melinde and Ciller, 2012). It is suggested that SMEs must use their competencies
properly and must show good leadership for improvement of performance and innovation in organization.
Effective styles of leadership help in improving performance of organization in circumstance when
organization face challenges and issues. Many studies reveals that many problems associated with
leadership style by SMEs that reduces their performance as they do not have effective leaders (Nazarian,
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Soares, & Lottermoser, 2017). T-value in T test for each statement in context of Different Leadership
Styles and its influence on Employees is found to be significant as t-value of statements is positive and
significance value also less than 0.05.
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