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Abstract

Background and Objective: Transformational leadership and employee engagement have been much studied in the private industry
but very little has been done in the public sector. This study was conducted in the Malaysian public sector to discover its impact on
employee performance. This study aimed to develop a conceptual model and to examine employee engagement as a mediator between
transformational leadership and employee performance in the public sector of a developing country. Materials and Methods: The data
were collected through a survey of 200 employees in a public sector organization in Malaysia. Self-administered questionnaire was used
for data collection. The sample size was determined according to the sample size at the level of confidence of 95% and significant level
of 0.05. Stratified random sampling technique was used to achieve the objectives of this research. The survey instruments used in this
study consisted of 34 items relating to 3 constructs namely employee engagement (EE, 11 items), employee performance (EP, 13 items)
and transformational leadership (TR, 10items). Results: Results of the partial least square structural equation modeling (PLS-SEM) revealed
that transformational leadership was positively related to employee performance. In addition, the analysis also showed that employee
engagement fully mediates the relationship between transformational leadership and employee performance. Conclusion: This study
suggested that policy makers should introduce organizational interventions that encapsulate both transformational leadership and
employee engagement to enhance employee performance in the public sector.
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INTRODUCTION

The emergence of transformational and fast-paced high
thinking leadership has caused organizations to look for
methods to strive effectively to sustain in the competitive
environment'. Obsolete business models, outdated leadership
practices and old-fashioned thinking will not heighten growth
in the ever changing highly demanding world. Thus, the
adaptation of the most suitable leadership style and
thoughtful approach is needed as to move the whole team to
the right direction of the organization goals’. To achieve the
organization’s mission and vision, leaders play an important
role in exhibiting appropriate leadership style and behaviors
while dealing with subordinates or employees?. Leadership
style critically determines the actions of the employees
moving toward the same direction together with the leaders
in achieving the organization goals.

Every organization has its own mission and vision as well
as their goal path towards success and sustainability in doing
business. The reason why the shift of attention focus more on
leadership styleis thatitis acknowledged as the root construct
in helping leaders and organization to clarify issues and
assisting the management in overcoming problems'2.
Accordingto Leavy', leaders with high performance characters
are able to deliver better business performance and such
leadership style is also associated with much higher level of
employee engagement. Through adequate commitment to
self-development, good leadership characters and behaviors
can be reinforced and bad ones eliminated. An organization
often emphasizes on the importance of its mission,
technology, strategies, training and developmentin attaining
sustainability in the industry. However, more often than not,
the organization could miss out a very important factor which
is the people in the organization itself as the key factor in
achieving success. The term ‘people’ is referred to the
significant roles of the leaders in influencing employee
engagementwhere by eventually will lead to better employee
performance.

The most important societal values according to Carter,
and Greer? in Eastern and Western societies are justice,
fairness, opportunity, engagement and freedom in the
workplace. Leadership style focuses on these topics has
become a huge concern in both academic and the real world.
Itisacknowledged as the basic variables that may help leaders
to identify the suitable approach in formulating solution for
the organizational problems. Employee engagement and
employee performance are two of the core elements in an
efficient organization. Since there has been very little attention
paid to the public sector employee performance and its
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predictors are still unclear, the objective of this study intends
to examine the relationship between transformational
leadership and employee performance with employee
engagement as a mediator in this context. Samples of this
research would involve both employees and leaders for their
perception of transformational leadership, employee
engagement and employee performance in the public sector
organization in Malaysia.

Employee performance is referred to the outcome
achieved and accomplished at work and is being evaluated to
ascertain levels of activities completed according to the aimed
results. According to Cardy?, in the context of performance
management, performance evaluation is not only the most
important element but also depends on the policies, designs
and features of an organization. Employee performance is
proven to have substantial positive effects on organizational
performance*. Employee performance can be defined as how
well the employees perform in their job and tasks.
Performance indices are instruments to evaluate goal
achievement. Each organization has their own goals,
employees were hired to ensure the organization’s goals are
achieved with controllable activities and effective operation.
Mostly, employee performance was affected by employees’
behavior instead of the actions taken to achieve the goal. This
is due to the fact that most results of the employee
performance were affected by environment factors which are
uncontrollable and beyond the reach of human being.
Organizations can be divided into two types, namely profit
organization and non-profit organization. Chi et a/® indicated
that employee performance for profit organization can be
measured by revenue, production and profit making of the
organization, whereas for non-profit organization, mission
accomplishment is the performance index. They did not
evaluate performance by profits because they do not have
guidelines whether the decision made is correct and the
resource used is appropriate.

According to Borman and Motowidlo$, task performance
can be defined as contribution to the organization directly or
indirectly. Direct contribution is an activity which employees
give support to the organization by implementing a part of its
technological processes. While indirect contribution means it
is contributed by providing necessary and needed materials or
services. Inaddition, Borman and Motowidlo® also argued that
contextual performance is different from task performance.
Contextual performance does not have direct job performance
that can be measured by revenues, production output and
profit making but in ways like employee’s support in shaping
organizational, social and psychological context which serves
as catalyst for task activities processes. This brings huge
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impact in achieving overall organizational performance.
Contextual activities may include volunteering to support
co-workers to complete the job and task activities that are out
of the job scope. Contextual activities are important because
employees contribute to the organizational effectiveness.
Organizational citizenship behavior is one of the contextual
performances. Therefore, employee performance is a
combination of task and contextual performance. It is not only
a personal achievement but it also contributes to the
organizations achievement at large.

Transformational leadership was created first by Burns’
who developed his theory about transformational leadership
based on political leaders in his research. The Burns’
emphasized that the vast difference between transformational
leadership and transactional “occurs when one or more
persons engage with others in such a way that leaders and
followers raise one another to higher level of motivation and
morality”. The findings by Burns’ described that political
leaders who successfully appealed to higher principles and
moral values, able to influence the followers with the concept
of transformational leadership. In transformational leadership,
the Burns” mentioned that there is an in depth connectivity in
terms of performance, commitment and moral values of both
followers and leaders. According to the study of a Keskes?, it
was revealed that transformational leadership is a process of
seeking aggregate objectives through mutual tapping of
leaders’ and followers'intention towards the accomplishment
of change. On the other hand, Lian and Tui® discussed that
transformational leadership occurred when employees
adopted the leader’s ultimate values by making changes in
beliefs, perspectives and objectives. Leaders’ responsibilities
are to transform the employees’ perceptions according to
their needs and redirect them to a higher level. Employees
believed that the organization was extraordinary and thus
they were highly satisfied and motivated to perform additional
roles'®. Generally, employees were inspired and motived by
their leaders.

Transformational leadership is not only focusing on tasks
and jobs in the organization but also motivate followers to
achieve higher level of performance’. Motivating employees
to get into collective purpose of teamwork instead of
individual personal gain is a critical element inspired by
transformational leaders to accomplish goals and even surpass
the mission of higher performance'. Aresearch conducted by
Ling etal'? on 121 CEOsin 121 small and medium enterprises
(SMEs) had examined the impact of CEQ’s transformational
leadership on employee performance in the company. Other
variables of the study include firm'’s size, status of founder of
the company and CEO tenure as a moderator affecting the
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relationship between the transformational leadership and
employee performance. The findings of the study found that
there is a significant positive relationship between CEOs
practicing transformational leadership and employee
performance'. Thus, based on the above discussion, the
following hypothesis is proposed:

H1: Transformational leadership has a positive relationship
with employee performance.

Employee engagement is defined as the stages of
commitment and willingness to sacrifice beyond expectation
to bring the best of their capabilities towards their
organization and values. An engaged employee s alert on the
mission and goals of his organization and optimistically
motivates colleagues around him to progress according to the
objectives and goals. The optimistic value of the employee
with his work place and its value system is called positive
emotional connection towards his work. Kahn'?
conceptualized engagement at work as “harnessing of
organizational members’ selves to their work roles”. The
engagement refers to “people employ and express themselves
physically, cognitively and emotionally during role
performances”. The concept has taken into consideration
various factors in defining an engaged employee including
behavioralfactors displayed by the employee whoiis positively
productive. The research identifies major variables through a
detailed literature which explained employee engagement
and theimpact on employee performance in an organization.
A study of Sarti'* examined the relationship between work
engagement and leadership styles in human service
organizations. There were two types of leadership being
explored in the study namely participative and instrumental
leadership. Employees who work in nine human service
organizations in Italy were chosen to be the respondents of
the study. The findings show that dimensions of employee
engagement were related to leadership styles. It was found
that participative leadership of the supervisors is particularly
significant in predicting vigor and dedication among
employees whereby instrumental leadership is positively
related to vigor and absorption. Additionally, it was observed
thatactivelyinvolved employees in the organization represent
high level of employee engagement which forms a key
component in the achievement of the organizational
objectives.

According to Macey et a/'®, employee engagement can
be a source of sustainable competitive advantage. Employee
engagement is described as one of the key determinants in
nurturing and escalating level of employee performance’.
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This study aims to examine the determinants of employee
engagement and the strength of impact on employee
performance. Highly engaged employees are found to
have passion for their job and believe that they have deep
connection to their organization. They yield positive energy,
perception and attention into their job which lead to
effective and efficient performance. Based on the study of
8,000 business units in 36 organization by Robbins and
Judge'®, it was found that highly engaged employees are able
to produce optimum customer satisfaction, more productive,
experienced lower turnover and lower accidents than
business units of disengaged employees. Therefore, employee
engagement is essential for an organization in order to obtain
higher productivity and higher performance. In today’s
competitive world of business, employee engagement can be
acquired optimistically in conjunction with a strong leadership
style to produce higheremployee performance.Hence, on the
basis of the above discussion, the following hypothesis is
proposed:

H2: Employee engagement mediates the relationship
between transformational leadership and employee
performance

Based on the literature review and empirical studies, a
model was proposed and tested in which transformational
leadership predicts employee performance and mediated by
employee engagement (Fig. 1).

MATERIALS AND METHODS

The sample being considered in this study consisted of
staffs in one public sector organization in Malaysia. The
population is the entire group of individuals that the whole
information is all about. Since the population of the
organization is amounted to 397 staffs overall, the number of
respondents of the required sample size would be 172. The
sample size was determined according to the sample size at
the level of confidence of 95% and significant level of 0.05 as
stated by Krejcie and Morgan’. Stratified random sampling
technique was used to achieve the objectives of this research.
The survey instruments used in this study consisted of

Table 1: Profile of the respondents

34 items relating to 3 constructs namely employee
engagement (EE, 11 items), employee performance (EP, 13
items) and transformational leadership (TR, 10items). ltems for
employee engagement and employee performance were
adapted from Thomas'8and Pearce and Porter'?, respectively.
Measures for transformational leadership were adapted from
multifactor leadership questionnaires (MLQ) developed by
Avolio et a/?. Likert scale was used in this study, ranging from
1 (strongly disagree) to 5 (strongly agree). Nominal scales
were used to obtain information on respondents’ personal
backgrounds. This study used partial least square structural
equation modeling technique (PLS-SEM) to examine the
correlational relationship among the study variables. Smart
PLS v.3 was used to test the conceptual model in the present
study. Bootstrapping technique of estimating indirect effects
by Preacher and Hayes?' was employed to test the mediating
effects in the model.

RESULTS

Demographic profile: A total of 250 self-administered
guestionnaires were distributed to the employees of the
organization and only 215 were returned to the researcher.
Out of 215 questionnaires, only 200 were useable and thus
yield a response rate of 80% and exceeded the minimum
required sample size of 172. Refer to Table 1, most of the
respondents were females (65%) compared to males (35%).
Majority (35%) of the respondents were categorized 1-5 years
of service and most of them were in the grade position of
21-32 (47%). 85% of the respondents were permanent staffs.

Measurement model: To assess the PLS-SEM measurement
model, a reflective model was used to evaluate the
construct andits underlying items?2. The reliability of the scale
was tested by assessing indicator reliability, composite

Employee engagement

N
'I

| Transformationa ]

Employee performance
leadership ployeepsr |

Fig. 1: Conceptual model

Gender Length of service

Grades of position Job status

Male =70 (35%)
Female = 130 (65%)

1-5 years = 70 (35%)
6-10 years = 38 (19%)
11-19 years = 40 (20%)
>20 years =52 (26%)

<G21 =18 (9%)
G21-32 =94 (47%)
G41-44 = 86 (43%)
G48-52=2(1%)

Permanent = 170 (85%)
Contract = 8 (4%)
Temporary =22 (11%)

444



Asian J. Sci. Res,, 17 (3): 447-448, 2018

0.457***

Transformational
leadership

Fig. 2: Structural model (without mediator). *Significant at
p<0.1, **Significant at p<0.05, ***Significant at p<0.01

Table 2: Results of the measurement model

Constructs/ Cronbach’s

indicators Loading alpha CR AVE
Employee engagement (EE)

EE1 0.667 0.905 0.921 0.518
EE2 0.737

EE3 0.787

EE4 0.737

EE5 0.782

EE6 0.658

EE7 0.762

EE8 0.796

EE9 0.777

EE10 0.512

EET 0.646

Employee performance (EP)

EP1 0.597 0.921 0.933 0.540
EP2 0.789

EP3 0.796

EP4 0.775

EP5 0.654

EP6 0.813

EP7 0.812

EP8 0.828

EP9 0.691

EP10 0.748

EP11 0.591

EP12 0.669

Transformational leadership (TR)

TR1 0.743 0.923 0.936 0.595
TR2 0.771

TR3 0.784

TR4 0.758

TR5 0.812

TR6 0.688

TR7 0.666

TR8 0.836

TR9 0.851

TR10 0.786

CR: Composite reliability, AVE: Average variance extracted

Table 3: Discriminant validity

Employee Employee  Transformational
Engagement  performance leadership
Employee engagement 0.719
Employee performance 0.707 0.735
Transformational leadership 0.572 0.435 0.771

reliability (CR) and Cronbach’s Alpha. Next, convergent validity
was assessed based on the average variance extracted (AVE)

values®. Finally, discriminant validity was determined by
comparing the squared root of AVE of the constructs with
correlations between other constructs using criterion?,
For this study, there was one exogenous construct, namely
transformational leadership (TR) and two endogenous
constructs, specifically employee engagement (EE) and
employee performance (EP).

Based on the results of the measurement model in
Table 2, outer loadings of the constructs were exceeded the
cut-off value of 0.50. Outer loadings below 0.50 were deleted
from the measurement model as proposed by Barclay et a/.
As presented in Table 2, 33 items with outer loadings ranging
from 0.512-0.851 were retained. The internal consistency
reliability of the constructs were measured by using composite
reliability (CR) and Cronbach’s Alpha. All the values of
composite reliability and Cronbach’s Alpha surpassed the
minimum value of 0.70 as recommended by Chin%, Thus, the
three constructs met the criterion of the internal consistency
reliability. Next, it is evaluated the convergent validity and
found that the average variance extracted (AVE) of all the
constructs were above the minimum value of 0.50 as
recommended by Hair et a/?3. Hence, it indicates that more
than half of the construct variances were explained by the
relevant indicators.

Finally, discriminant validity was tested by using a Fornell
and Larcker? criterion. It was found in Table 3 that the square
roots of AVE for each construct (diagonal values) were greater
than the correlations among other constructs in rows and
columns. Therefore, itis suggested thatadequate discriminant
validity was observed and each construct in the model was
unique and individually measured.

Structural model: In order to test the hypothetical
relationships and mediating effect of the conceptual model,
author used methods suggested by Hair et a/?® and
bootstrapping techniques developed by Preacherand Hayes?!
to estimate the indirect effect of the mediation model. First, it
is tested the relationship whether transformational leadership
is positively related to employee performance. The analysis
results showed that transformational leadership has a positive
significant relationship with employee performance (3=0.457,
p = 0.000). Next, it was performed blind folding procedure
to ascertain the predictive relevance of the model where
Q2 value (0.093) was larger than zero and indicates that the
model has predictive ability?*. The structural model without a
mediator (Fig. 2) was able to explain 20.9% of the total
variance in employee performance. As such, hypothesis 1 was
supported.
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Employee
engagement
R =0.327
Q@ =0.155

0.681***

0.572***

Employee
performance
R’ =0.501
Q =0.245

Transformational >

leadership 0.045

0.390*** (Indirect effect)

0.435+** (Totdl effect)

Fig.3: Structural model (with mediator). *Significantat p<0.1,
**Significant at p<0.05, ***Significant at p<0.01

Next, assessed the structural model with the presence of
a mediator namely employee engagement. Figure 3 showed
that the coefficient of determination (R?) value has been
increased to 0.501 which suggested that employee
performance can be explained 50.1% of the total variance by
transformational leadership and employee engagement.
Furthermore, the Q? value for employee performance was
0.245 which is well above zero, hence, indicating predictive
relevance of the model?. Path coefficient (3=0.390, p = 0.000)
were found to be significant for indirect effect between
transformational leadership and employee performance via
employee engagement.

However, the direct effect (3 =0.045, p = 0.495) between
transformational leadership and employee performance was
not significant (Fig. 3). As such, it can be concluded that
employee engagement mediates the relationship between
transformational leadership and employee performance. To
test the strength of the mediating effect, VAF (variance
accounted for) was used by dividing indirect effect with total
effect. The VAF value was found to be 89.7% with indirect
effect of 0.390, p<0.01 and total effect of 0.435, p<0.01 thus
suggesting that employee engagement is a full mediator.
Based on the explanation above, hypothesis 2 was supported.

DISCUSSION

Thefirst hypothesis of this research sought to identify the
relationship between transformational leadership on
employee performance. Based on the results of analysis, it was
found that the direct effect between transformational
leadership and employee performance (8 = 0.457, p = 0.000)
was significant. Hence, is proven that transformational
leadership has a positive and significant relationship with
employee performance. The findings from this study are
consistent with a study by Camps and Rodriguez®® that
transformational leadership enhanced self-perceived
employability, commitment and performance. The
questionnaires in this study measured the level of agreement
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among respondentsin displaying transformational leadership
in the organization. Majority of the respondents agreed upon
transformational traits of leadership has been displayed by
leaders in the organization. In addition, this study has
established causal relationship between perceived
transformational leadership and employee performance. It
offers a thorough understanding of the importance of
transformational leadership in driving employee performance
in the public sector organization. The traits of transformational
leadership create positive environment, increase motivation
and boost up morale of employees, hence leading to higher
performance throughout the journey towards target
accomplishment. Leaders are groomed to be the right role
model foremployees whom they will try to inspire and getting
the employees to be engage in work, able to challenge the
employees to own sense of belonging in the organization and
alignemployees towards the same organizational objectives?'.
The analytical findings in this study support the notion that
transformational leaders are able to assign tasks to the
employeesin accordance with their capabilities. This in return
will allow employees to experience success and gain more
self-confidence in achieving excellent performance?'.

The relationship between transformational leadership and
employee performance were found to be significantaccording
to the analysis (B = 0.457, p = 0.000). However, with the
inclusion of employee engagement as the mediator, the direct
relationship between transformational leadership with
employee performance was no longer significant (B = 0.045,
p = 0.495). The indirect effect of transformational leadership
and employee performance via employee engagement was
(B=0.390, p = 0.000) thereby accepting H2. The VAF value at
89.7% indicates employee engagement was a full mediator in
the relationship between transformational leadership and
employee performance. The findings of this study are
consistent with Tims et a/3? study where they found that
employees’ positivity were boosted by having
transformational leaders and consequently increasing their
work engagement. In this sense, leaders in this public sector
organization while applying transformational traits in their
leadership, must increase employee engagement in all
employees in order to increase employee performance.The
level of employee engagement in the organization will
eventually affects the employee performance. The
involvement of employee engagement in boosting up
performance is supported specifically on how engaged
employees enthusiastically involved in creating and
cultivating new knowledge and skill, responding to
opportunities and going the extra mile33. The feeling of sense
of belonging of the respondents in the current organization is
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high as the level of employee engagement measured in the
analysis. However, the analysis indicates that employee
engagement cannot be detached when investigating
transformational leadership and employee performance
phenomena in the organization®. From a managerial
perspective, employee engagement can be used as an
effective mechanism to increase employee performance®.
Increasing transformational leadership practices may not
be sufficient as employee engagement mediates the
positive effect of transformational leadership on employee
performance?®. In short, this outcome of the analysis proved
that significant increase in higher employee performance
could be seenifleaders with transformational traits encourage
more employee engagement in the organization.

CONCLUSION

The findings of this study imply that transformational
leadership is positively related to employee engagement,
which in turn predicts employee performance. Additionally,
the present study also demonstrates that employee
engagement is indispensable in predicting employee
performance. Overall, the major outcome of the results
indicates that employee engagement is a full mediator
between transformational leadership and employee
performance.

SIGNIFICANCE STATEMENT

This study introduced employee engagement as a
mediator between transformational leadership and employee
performance which has not been tested empirically
specifically in the public organizations in Malaysia. The results
reveal that employee engagement is a full mediator in the
relationship between transformational leadership and
employee performance. The findings of this study further
confirm that employee engagement cannot be detached
when investigating transformational leadership and employee
performancein the public sector and policy makers should use
it as an effective mechanism to enhance employee
performance.
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