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Abstract 

Employee turnover and retention is a major concern in the IT industry. Being a growing sector, 
the importance of minimizing turnover and understanding employee’s motivation towards 
retention cannot be ignored by leadership. This study was created to investigate the effect of 
different leadership styles on employee motivation and retention within the IT industry. Authors 
tried to understand whether transactional or transformational leadership style would encourage 
motivation and retention.   

The data for this study was collected through an online survey based on 63 closed-ended 
questions on demographics, leadership style, motivation and retention. This survey was 
distributed to IT employees in different parts of Europe. A sample of 129 responses was 
gathered. This data was afterwards analysed using the Statistical Package for Social Sciences 
(SPSS).  

The results obtained in this study confirm that transformational leadership positively influences 
employees’ retention, not only directly but also indirectly, through employee’s intrinsic 
motivation, which would be in line with previous studies and literature. Such a positive influence 
was not found, though, for transactional leadership style, which, according to the results, does 
not have a major influence on employees’ motivation and not at all on retention. 
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1. Introduction 

According to PayScale's recent employee turnover report (PayScale, n.d.), the employee turnover 
rate among Fortune 500 companies in the IT industry is the highest among all industries 
surveyed. (TechRepublic, 2014) Turnover is a major issue for IT companies, causing great loses 
in terms of costs, time, team dynamics, productivity and continuity (Smallbusiness.chron.com, 
2018). From this standpoint, and considering the commonly said "Employees leave the leaders 
not jobs”,  we try to understand how leadership affects staff motivation and retention. 

1.1 Problem discussion 

It is common knowledge that IT is a competitive industry where the competition to get well 
trained and valuable workers has become more aggressive. The success of IT companies (as well 
as in other industries) relies on their workforce, and therefore the importance of recruiting the 
correct staff, keep them motivated and being able to retain them.  

According to (Abbas & Asgar, 2010) motivated employees are one of the most important results 
of effective leadership. But what can be considered effective leadership? What leadership style 
would be more effective in terms of motivation? Would this leadership style also help in terms of 
retention?  Leaders impact on the level of motivation and retention is a subject of debate within 
the IT industry. Not everyone is motivated by the same aspects and not everyone would be 
happy to stay with a company for the same reasons. Having this in mind, bring up the 
importance of leaders being able to understand the motivations of the team. 

Leadership has been widely related to employees’ motivation and just as such is it related to 
turnover intentions and retention. Employee retention can be defined as the various actions and 
strategies that a company develops to keep their employees within the company. Within these 
strategies, leadership is considered as one of the main factors that can promote retention 
(Muhangi Wakabi, 2013). Here is where our problem arises; up to what extent is leadership 
related to retention? Is there a better performing leadership style to keep workers? As stated 
above, different studies and authors state that leadership affects retention, however, there is a 
lack of research on how this fact fits within the IT industry. This study is focused on how 
leadership affects motivation and retention within the IT industry and will analyze the 
characteristics of a “motivation and retention” oriented leadership. 
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1.2 Problem formulation and purpose 

The questions to be answered within this study are formulated considering the problem 
encountered by IT companies in terms of retention and motivation and the effect leadership may 
have on them. These questions have been inspired by the reviewed literature and adapted to fit 
the purpose of the study within the IT industry. The referenced literature is also the base for the 
questionnaire used to investigate these questions. Four different questions are extracted from the 
reviewed literature, and will serve as a base for the hypothesis that will be formulated and tested 
by the authors: 

● Does leadership have an effect on employee motivation? (Gopal,  Chowdhury, 2014) 
● What type of leadership style can be considered more effective in terms of employee 

motivation? (Gopal,  Chowdhury, 2014) 
● Does leadership have an effect on employee retention? (Men,2010), (Kyndt,  Dochy, 

Michielsen, Moeyaert, 2009) 
● What type of leadership style can be considered more effective in terms of employee 

retention? (Kyndt,  Dochy, Michielsen, Moeyaert, 2009) 

Two more questions are formulated by the authors, as a link between both aspects of the study: 
motivation and retention of employees. 

● Is motivation positively related to retention and could be considered a mediating factor? 
● How do transactional and transformational leadership style relate to each other? 

 
Answering these questions, the research will serve a link between leadership theories and staff 
motivation and turnover within the IT industry, providing guidance based on the most 
appropriate leadership style for the matter.  
 
The hypotheses are stated and fully described in chapter 3. Methodology, but based on the 
questions above and in order to illustrate the relevant relationships among the different aspects 
of the thesis, following simplified conceptual model is exhibited. 
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Figure 1. Simplified conceptual model for leadership, motivation and retention. 

1.3 Delimitations 

Considering limited time and resources for conducting detailed surveys, the sample population 
will be focused on specific IT European companies of different sizes. The aim of the study is a 
sample of at least 100 answered surveys that will be analyzed. However, it will be misleading to 
try to generalize the findings for the whole IT sector.  

1.4 Thesis’ structure 

This thesis is divided into six sections. On the introduction, it will be outlined the problem that 
gave reason for the research study, as well as its objectives. It is followed by the theory around 
leadership, motivation and retention, which discusses previous literature. This literature review 
will focus on the two styles of leadership i.e. the transactional and transformational more 
commonly found in modern IT companies. Section three explains the methodology used to 
conduct the study. It is followed by the proper analysis of the data and the results that are 
achieved through the survey. Section six explains the conclusions that will close the study. 
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2. Theory 

This section will review the concepts in which the thesis is based on, such as employee retention 
and how it is affected by leadership styles and motivation. These concepts are first defined and 
explained in the context of global industry, serving as a compendium of the available literature 
on the matter. A more specific approach to the IT sector is provided afterwards. This section 
will also discuss theoretical base of the thesis research questions. 

2.1 Leadership and leadership styles 

Leadership is not an easy matter, since it can be studied in many different dimensions, and 
therefore have just as many definitions and categorizations. The concept of leadership has also 
evolved with the years, and so summarizes Bass and Bass quote (Bass and Bass, 2008) “in the 
1940s, leadership was seen as the ability to persuade and direct as a result of the influence of 
power and position and in the 21st century, leadership is seen as one in which a leader is said to 
be the most responsible and accountable for the actions of an organisation”.  Another 
appropriate definition (Ng’ethe, Namusonge and Iravo, 2012); leadership is the human factor 
that binds a group together and motivates it towards achieving goals and transforming the 
group’s potential into reality. 

It is important to highlight that management and leadership are not the same concept and should 
not be used interchangeably. Manager is the person that owns this title, who does not necessarily 
have the leadership abilities to influence others. This being said, it is true that it is normally 
managers who can make a difference in what is considered the leadership style within a 
company. 

Although there are just as many leadership styles as leaders, it is important to categorize some 
common patterns that can be found in modern leadership techniques. Traditional categorizations 
such as the ones from the Psychologist Kurt Lewin in the 1930s (Autocratic, democratic and 
laissez-faire) set the grounds for deeper studies and classifications. It is not the intention of this 
study to fully describe the different categorizations around Leadership Styles, but to understand 
how they affect employee behavior, so only the most common current styles will be described 
and examined.  Transactional and transformational styles are the two main leadership categories 
that we can find nowadays in companies (Linjuan and Stacks, 2013). 
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2.1.1 Transactional leadership 
 
It was the German sociologist Max Weber, in the mid-twentieth century, who first established 
the idea of different styles of leadership, one of which became known as transactional leadership. 
The political scientist, historian and presidential biographer, James MacGregor Burns, a pioneer 
in the field of leadership studies, advanced the theory of transactional leadership in 1978.  He 
established the elements of transactional leadership and transformational leadership. The concept 
Burns explained (Burns, 1979), is that the relationship which exists between most leaders and 
followers should be considered transactional since it is based on an exchange (this exchange 
could be economic, political, or psychological). This transactional leadership as an exchange of 
rewards or punishment for work was further explained and studied by Rees and French (Rees 
and French, 2013). It was Daft in 1999 who explained the ability of transactional leaders to 
recognise the specific needs and desires of employees and conduct the “transaction” in order to 
fulfill these needs.  
 
Under these model of punishment and rewards, there is a clear line of command. 
(LosRecursosHumanos.com, 2011) The transactional leader works by creating specific structures, 
where it is clear what he requires from his subordinates, and the rewards they get from following 
orders. The follower of the transactional leader is a rational individual, motivated by money and 
other benefits or rewards and whose behavior is predictable. Due to the nature of the IT sector 
and the project based working environment, transactional leadership makes a fitting, where 
constant negotiations are a must.   
 
The exchanges in the transactional leadership, involve different dimensions, depending on the 
leaders’ behavior (active or passive management). Transactional leaders effectively link specific 
and measurable objectives to rewards, clearly establishing the exchanges between the expected 
work and the reward that the employee received in return, which is called contingent reward. 
(Judge & Piccolo, 2004). According to Bass, transactional contingent reward is referred to the 
definitions of the role and task requirements that leaders perform, as well as the performance 
goal and associated rewards (Bass, 1985). 

2.1.2 Transformational leadership 

The concept of transformational leadership was originated and introduced by the leadership 
expert James MacGregor Burns in 1978. Burns defined it as the type of leadership held by those 
individuals with a strong vision and personality, thanks to which they are capable of changing 
expectations, perceptions and motivations, as well as leading change within an organization.  

In his own words, (Burns, 1979) “one or more persons engage with others in such a way that 
leaders and followers raise one another to higher levels of motivation and morality” He also 
determined that such a typology of leadership was observable and only achievable "when leaders 
and followers work together to move to a higher level of morals and motivation." 



 
Master Thesis, BTH          SILVIA SANZ CAMPO and ROMAN FEDIRKO  IY2594 V18 

14 

In was only later, in 1985, when the researcher Bernard M. Bass developed the original concept, 
elaborating the Theory of Bass Transformational Leadership, considering transformational 
leadership as based on the impact it has on followers, since these leaders earn their trust, respect 
and admiration. 

Bass is also responsible for the determination of the 4 components that differentiate 
transformational leadership (Bass and Riggio, 2006) sometimes called the 4 I‘s of 
Transformational Leadership. These characteristics are: 

Intellectual Stimulation: the transformational leader is not limited to challenging the status quo 
within an organization, but intensively encourages creativity among his followers, encouraging 
them to explore new ways of doing things and new opportunities for the benefit of the company. 

Individualized Consideration: transformational leadership implies keeping open lines of 
communication with followers, both individually and collectively. In this way it is ensured that 
new ideas are shared, thus allowing the growing of products or innovations that, otherwise, 
would have remained undeveloped. These same communication channels allow leaders a direct 
recognition to their followers, motivating them and encouraging proactivity. 

Inspirational Motivation: thanks to their clear vision, transformational leaders can inspire 
motivation to their followers. In this way, they manage to transmit their motivation and passion, 
which leads to employees with greater proactivity and committed to the organization. 

Idealized influence: the transformational leader stands as a model for his followers. Employees 
would want to emulate the leader because of the trust and respect they have placed in him. This 
way, new transformational leaders can emerge within the organization, since leadership is a 
capacity that, although sometimes innate, can be developed and trained. 

Being these characteristics defined, it can be affirmed that transformational leadership has been 
broadly spread and that it provides great benefits to organizations whose objectives are to foster 
creativity and innovation among their employees. 

2.2 Employee Motivation 

Motivation is a word derived from a word ’motive’ which means needs, desires, wants or drives 
within the individuals. It is a process of stimulating people to actions to accomplish the goals. 
Motivation is a psychological phenomenon which means needs and wants of the individuals that 
have to be tackled by framing an incentive plan (Managementstudyguide.com, 2018). 
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Different definitions have been given to Motivation in the professional environment. The one 
from Robbins is probably a good compilation (Robbins, 1994): “The process that accounts for 
an individual’s intensity, direction, and persistence of effort toward attaining a goal”. Also 
interesting is understanding how authors consider motivation linked to job success and 
productivity. (McClelland, 1985; Miner, 1986), and how this success leads to satisfaction. 
(Chaves, 2001; Dibble, 1997). 
 
It is important to highlight that not everyone is motivated by the same aspects. Each employee 
will have a different set of goals and would only be motivated if it is believed to be a positive 
correlation between the efforts that are done, the achieved performance and the result of a 
reward. This reward would need to satisfy an important need, so that the desire to satisfy this 
need is strong enough to make it worth the effort (Nelson and Quick, 2003). 
 
In this differentiation of motivational factors, it is important to distinguish between intrinsic or 
extrinsic factors. (Barbuto, 2005) as this differentiation will have a clear impact on how 
leadership can motivate an employee.  
 

● Intrinsic motivation derives from within the employee or from the activity itself and 
the motivation is not from external control or rewards (Deci & Ryan, 1985). An 
employee would then perform a certain task or work because of this certain task brings is 
found enjoyable, not in the hope of a reward or in fear of punishment. Therefore, the 
true motivation should be found in work content itself, which should be satisfactory and 
fulfilling for the employees (Osterloh & Frey, 2000).   

 
● Extrinsic motivation is found in a task performed as a mean to an end. Employees 

would do this work because it would result in a searched outcome, such as a reward, or 
in order to avoid a punishment (Pintrich & Schunk, 1996). To explain a bit better,  the 
motivational factor comes from outside of the employee (external). It is not related to the 
interest in the task, but to the external reward, that is the motivator for the employee to 
perform the task. Examples of extrinsic motivators could be salary, promotion or public 
recognition, where it is easy to classify in Social or Material extrinsic regulation.   

 
Having identified the two main classifications of motivation, two other types of motivation, that 
can be found in between intrinsic and extrinsic motivation and will be further used in the study 
are here explained (Ryan, 1982). 

○ Introjected Regulation, involving the internalization of external controls and 
pressures.  

○ Identified Regulation having identified the importance and benefits of a 
behavior and accepting it as her own. 
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2.2.1 The impact of leadership style on employee motivation  

Q1 of this thesis has been analyzed as follows in previous literature: 

Q1: Does leadership have an effect on employee motivation? 

Lussier, in 2010 stated that a crucial duty within leadership competencies is the ability to 
motivate employees (Lussier 2010). It should be noted, though, that the reactions of employees 
to their leaders will usually depend on the characteristics of the employees as well as on the 
characteristics of the leaders (Wexley & Yukl 1984). With this in mind, it is important to 
highlight that there are different variables that would affect employees’ motivation, and not all of 
them being the same for everyone. Some of these variables are rewards, career development and 
promotion, personal support, job environment etc. As an example, in 2004, Bloch published a 
study on “Effect of job satisfaction on employee motivation and turnover intentions” (Bloch, 
2004). He was able to explain how job satisfaction resulted in increased motivation and reduced 
turnover. Different variables were studied and linked to motivation, such as physical 
environment, task design, rewards and reinforcement, supervisory support and coaching, social 
norms and organizational culture. 

Also important is to consider the possibility of leadership as a “demotivating factor” In 2003, 
Zeffanne stated that “the answer to the question of employee commitment, morale, loyalty and 
attachment may consist not only in providing motivators, but also to remove demotivators such 
as styles of management not suited to their context and to contemporary employee aspirations” 
(Morgan and Zeffanne, 2003). 

As a specific feature for highly educated employees, it is important to highlight training as a 
motivational tool. It has been found (Vandana Sharma; Manisha Shirsath, 2014), that workers 
who are well trained, who feel challenged, who have the opportunity to fulfill their goals will 
exhibit highly motivated on their job. Motivation is based on growth needs. Training is an 
internal engine, and its benefits show up over a long period of time. Because the ultimate reward 
for personal growth is motivation and a trained and motivated employee is an asset to an 
organisation. 

Moving forward to specific leadership styles to research Q2 of this study: 

Q2: What type of leadership style can be considered more effective in terms of employee motivation?  
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Transactional leadership and motivation  

As previously described, transactional leadership is always based on an exchange. 

Judge and Piccolo (2004) proved that contingent reward transactional leadership style would 
have a positive effect on the motivation of employees. On the contrary, if the leader takes a 
passive role, taking care of the problems only when already there, the impact made by the leader, 
in terms of motivation, is negative (Judge & Piccolo, 2004). Webb (2007), also highlighted 
contingent rewards as the way for leaders to motivate employees to work harder and achieve 
goals.  

It could be then concluded, that literature finds a positive relation between the contingent reward 
dimension of transactional leadership and motivation.  

Making a differentiation among intrinsic and extrinsic motivation, it is easy to conclude that 
transactional leadership does not have an influence on intrinsic motivation. Since transactional 
leadership is mainly based on rewards, it would not be the right approach to motivate an 
intrinsically motivated employee (Jung, 2001) 

Opposite to intrinsic motivation, extrinsic motivation can be considered as a start point for the 
transactional leadership style (Kalar & Wright, 2007), having transactional leadership, then, a 
strong, positive relation with extrinsically motivated employees (motivated by prestige, rewards 
or status) 

Transformational leadership and motivation  

As previously described, transformational leadership is a participative leadership-style and it is 
based trust and commitment between leader and employee.  

As highlighted by Avolio, transformational leadership is based on the motivation of others 
(Avolio, 1999). Therefore, it is clearly stated that motivation is related to this leadership-style. 
Webb (2007) also confirmed that leaders concerned about employee motivation should focus on 
intellectual stimulation and personal feelings. Judge and Piccolo (2004) also proved that 
transformational leadership has a positive effect on motivation of employees.  

In terms of intrinsic motivation, there is a common match, as transformational leadership is also 
focused on the process itself, not just the result of it. Literature reinforces this statement with 
Barbuto (2005) explaining how intrinsic motivation is based on emotions, fun, trust, and self-
worth, the same qualities that are needed in transformational leadership. Kalar and Wright (2007) 
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also support this statement by explaining how transformational leaders are based on intrinsic 
motivation methods towards employees.  

Not seeking an external reward or recognition, it seems clear that transformational leadership 
does not have an impact on extrinsic motivation. Judge and Piccolo (2004) explain that 
transformational leaders are focused on a higher order needs instead of short-term goals and 
rewards system.  

The literature proves there is an impact of leadership style towards motivation. Further analysis 
of the specific leadership style, that helps improving motivation within the IT industry, will be 
done in this study. 
 

2.3 Employee Retention 

Employee retention is a concept that only arose during the late 70’s and early 80’s. Before these 
times, employees remained within the same company for very long periods of time, and even for 
the whole life in many cases (McKeown,2002).  Retention strategies only started to be considered 
as voluntary changes on job started to become important and they are defined as the approach 
from an organization to engage their employees in a long-term relationship ensuring that 
employees remain loyal and turnover is reduced to a minimum. An adverse effect of retention 
policies, trying to keep workers within the firm, would be a descent in productivity, and 
therefore, something to watch out and consider to balance (Chiboiwa, Samuel and Chipunza, 
2010). It would, therefore, be vital to have a clear view on the performance of employees, 
understanding how retention policies affect them and focus the retention strategies on the 
employees that are more productive and difficult to replace. Retention policies would only have a 
meaning as long as they keep a healthy and profitable relationship, both for the company and the 
employee (Sutherland,2000).  

It is then necessary, in order to promote retention, to understand the main reasons for employee 
turnover. While economic reasons are considered an important factor (Tang, Kim and Tang, 
2000), other vital factors should not be ignored, such as job satisfaction, stress, organizational 
commitment, development opportunities, non-monetary compensations and rewards or even 
personal relationships within teams and with management. It is this relationship with 
management and how leadership can support retention policies what will be further examined in 
this thesis. 

The Employee Retention and Job Satisfaction model developed by B. L. Das and M. Baruah 
(Das; Baruah, 2013) shows nine factors that have been proven related to both job satisfaction 
and employee turnover. 
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Figure 2. Employee Retention and Job Satisfaction model by B. L. Das and M. Baruah 

The model above is only one of the many pieces of evidence already found on the relationship 
between leadership and retention. As an example, in 1990, it was shown (Eisenberger; Fasolo; 
Davis-LaMastro, 1990) that employee’s perception of an organization is heavily influenced by 
their relationship with their direct leader. Even more focused on leadership styles are the 
conclusions of Chung-Hsiung Fang, Sue-Ting Chang and Guan-Li Chen in 2009 (Fang, Chang, 
Chen, 2009) were it was proved that leadership styles affect organizational commitment and 
work satisfaction, having a positive impact on retention.  

2.3.1 The impact of leadership style on employee retention  

Q3 of this thesis has been analyzed as follows in previous literature: 

Q3: Does leadership have an effect on employee retention?  

Previous literature has shown that leaders and leadership style play a crucial role in the retention 
of employees in organisations, as it can either motivate or discourage employees with a result of 
an employee remaining or leaving a company (Belonio, 2012). Commitment to a company is 
greatly influenced by leadership (Rehman and Waheed, 2012) and employees who are committed 
to their work are more likely to stay within their organisation (Applebaum et al., 2003). But the 
importance of leadership is not only related to commitment and turnover, but also results in 
poor employee performance, high stress, low job commitment and low job satisfaction 
(Gwavuya, 2011). 
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It is known nowadays that the responsibility of employees’ retention should not be fully given to 
Human Resources departments. Leaders need to play a role in encouraging retention. (Ng’ethe et 
al., 2012) and it is commonly said that employees leave managers, not companies (Beardwell. 
Claydon, 2007). Creating a work environment that encourages employees’ retention should be 
considered as one of the main roles of managers, also influencing the decision to stay within a 
company despite other job opportunities (Michael, 2008).  Employees turnover intentions are 
therefore influenced by leaders, as it is in their hands to show interest for them, provide them 
with the role and activities that suit their capabilities and if they are given the required feedback, 
recognition and rewards (Ng’ethe et al., 2012).  

Being leaders referred to as the secret weapon to employees’ retention (Wakabi, 2016) and being 
sure that an appropriate leadership style will lead to improved employee retention (Nwokocha 
and Iheriohanma, 2015) it is important to understand the leadership style that would promote 
the needed retention strategy.  And it is not only important the leadership style, but also the 
quality of the relationship that an employee has with their manager influences the duration of the 
employee within the organisation (Michael, 2008). In terms of leadership style, it has been 
proved that lack of involvement in decision making and inadequate communication are some of 
the issues that cause more employee dissatisfaction (Muindi, 2011). 

Moreover, not only does leadership have a direct impact on turnover, but, since a high turnover 
would lead to more workload for the remaining employees, it could lead to burnout and more 
turnover if not a proper leadership is implemented. (Stroth, 2010).  

Moving forward to specific leadership styles to research Q4 of this study: 

Q4: What type of leadership style can be considered more effective in terms of employee retention?  

Transactional leadership and retention  

Transactional style is based on rewards and punishments. Employees would pursue the 
established objectives to receive rewards or refrain from penalties as established by the 
transactional leader (Ivey and Kline, 2010). This relationship of exchange increases the 
psychological loyalty between employees and the organization they belong to. (Meyer and Allen, 
1997). Also stated by Meyer and Allen, the commitment created by the transactional leaders 
nurtures the employees’ loyalty to the company and improves employee retention due to their 
satisfaction in the job (Allen and Meyer, 1990).  

It is therefore proven in literature a positive impact of transactional leadership style and 
employee retention. 
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Transformational leadership and retention  

Also, a clear positive relationship with employee retention is found regarding transformational 
leadership. 

Hamstra found out in a qualitative study that transformational leadership was positively related 
to employee retention  (Hamstra et al., 2011). Pieterse-Landman (2012) also obtained a positive 
relationship between leadership and employee retention in manufacturing companies in South 
Africa. Same positive relations were found by Long et al., (2012) in academic staff in Malaysia. 

Some other studies prove that transformational leadership style can decrease turnover rate 
(Simosi and Xenikou, 2010 or Chang et al., 2013) as they psychologically support the employee, 
creating a trust relationship with the leader and a long lasting one with the company. The role 
model aspect of transformational leaders is analyzed by Bass (1985), where the employee is 
influenced by the role model transformational leader, rejecting the idea of leaving the company.  
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2.4 Connection between motivation and retention 

Q5: Would a leadership style necessarily be positively related to motivation AND retention? 
 
It is common knowledge that employees who are motivated are more satisfied and happy with 
their positions and, therefore, would have a lower turnover rate. Šuleř (2008) explains how the 
lack of motivation leads to reduced efficiency work and higher employee turnover.  
It is not so obvious though, up to what extent can leaders play a sufficient role in motivating for 
retention.  It is then the relationship with leadership styles what is of interest in this study. 
 
Employee retention involves five major aspects of motivation: Compensation, Growth, Support, 
Relationship and Environment (Sandhya and Pradeep Kuma, 2011). In order to retain employees 
through motivation, leaders need to satisfy these drivers. As an easy classification, it can be 
assumed that compensation and growth would be directly related to a transactional leadership 
style whereas support, relationship and environment would be effectively linked to a 
transformational style.  
 
As stated in the previous paragraphs, both transactional and transformational leadership styles 
have been proven to have a positive relationship to retention. Both leadership styles won’t be 
positively related to motivation though, as it would very much depend on the employee 
motivational aspect (intrinsic or extrinsic). Authors will, therefore, study the leadership styles that 
positively motivate employees and its relation to retention within the IT sector.   
   

2.5 IT Sector. Hiring, motivation and turnover particularities 

As stated in the introduction of the thesis, PayScale's recent employee turnover report (PayScale, 
n.d.) shows that employee turnover rate among Fortune 500 companies in the IT industry is the 
highest among all industries surveyed. Here's PayScale's list of companies with the shortest 
tenure (TechRepublic, 2014): 
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Table 1. PayScale's list of companies with the shortest tenure (TechRepublic, 2014). 

 

What is even more interesting is that the companies in the table above are also among the most 
desired to work for in the US. We should conclude then that turnover issue is not so much 
related to the companies (in this case) but to the sector.  

High turnover rates are also found in India, where it can reach figures of 50 to 75 percent in 
some IT sectors, compared to a global average figure of 15 to 20 turnover rate (Machado and 
Kourakos, 2004). India has an economy that has grown steadily in the lasts years, and part of this 
growth is based on its predominant position in the IT industry as an outsourcing pool of IT 
workforce. Canada, for example, is also showing issues related to hiring and retaining IT 
workforce, being a major outsourcer for the American IT industry (Grant and Babin, 2006). 
Other sources claim that the turnover rate in IT is more than double the average for other 
business professionals (Igbaria and Greenhaus, 1991).   

It is of vital importance to analyze the peculiarities of the IT sector in order to understand its 
inner behavior. It can be observed that IT is a sector with a very low unemployment rate, with 
values around 2% in the US or Canada (Monster, 2016) (Staff, 2017) and with a high average pay 
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rate (36% higher than average in the UK) (Hellier, 2016). These factors make the IT sector a very 
competitive one, due to the shortage of qualified professionals and therefore the need for a focus 
on retention from the companies. The training of these professionals is expensive, in money and 
time for the companies, which make turnover an important issue. 

Being highly trained and qualified, these employees can have a specific approach to the 
leadership style they better respond to, probably resisting a traditional tasks-and-control method. 
This will we further analyzed in the thesis. 

In order to prevent high employee turnover, leadership and motivation play a vital role. When 
workers are motivated by the tasks they perform and by the organizational context, they 
experience greater satisfaction and are more likely to invest more effort into their work. This has 
a positive effect on performance and reduces absenteeism, time-wasting and staff turnover (Da 
Silva & Franca, 2012). 

The first studies into motivation within the IT industry were performed by Couger and Zawacki 
in 1980. In these studies, it was found that IT employees have a higher career development need 
than any other sector. They view themselves as highly qualified employees and when given a 
higher level of autonomy, experience lower levels of overload and have more satisfaction from 
their jobs (Thatcher, Stepina, Goodman, & Treadway, 2006). In order to experience this 
satisfaction IT workers are more motivated when they perform highly skilled, more meaningful 
work (Couger & Zawacki, 1980) and when are able to use their many different skills they find 
their work more interesting and important and ultimately more intrinsically motivating 
(Thatcher, Stepina, Goodman, & Treadway, 2006).  
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3. Methodology 

3.1 Applied method 
 
Since stated questions and Theory chapter are derived from previous studies, authors conducted 
confirmatory research. According to (Hair, 2013) Structural Equation Modeling (SEM) method 
should be applied in that case. It is a combination of mathematical models and statistical method. 
 
A quantitative survey was used to collect the different factors that are defined as sets of variables 
that are highly interrelated. Then they can be grouped together creating desired constructs. 
Finally, a latent concept (not directly observed) can be defined with a series of constructs and 
correlations between them. In our study constructs are representing theory of leadership, 
motivation and retention and are made from asked questions. (Hair, 2013) 
 
The model, that is described in detail in further section, utilize latent constructs representing 
discussed theory about leadership as well as other dependencies that cannot be examined with 
two-dimensional bivariate analysis. For that reason, a multivariate analysis together with 
Structural Equation Modeling method was used. (Hair, 2013) 
 
Authors found this method as efficient, fast and reliable - providing the required number of 
responders are achieved (Stacks, 2010). The survey technique can be used to predict certain 
aspects of the behavior of the population of interest. In order to distribute the questionnaire, the 
online hosting service was used. It provides an easy interface to insert and extract the data.  
 
The method has two main limitations i.e. the method is as good as the applied model and reflects 
quality of samples. The samples prerequisites are described in Data collection chapter. The 
model was constructed based on the literature from Theory chapter (Men, 2010) and it’s further 
evaluated in the Measures chapter. 
 

3.2 Data collection 

The main source of data is coming from surveys including questions about the effect of 
leadership style, motivation and respondent willingness of changing the company. During 
February and April 2018 an online survey was conducted with selected employees from diverse 
IT companies in Europe. The secondary source is based on articles, journals, books, literature 
review and past research papers and is used to explain, support or reject results of the main 
source. 
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Due to limited time, resources, lack of direct access to human resources and confidential 
character of data authors chose to use a non-probability sampling technique which is subjective. 
Both convenience sampling and purposive sampling methods are a source of information. 

Authors were employed at that time and used their IT companies as the primary source of 
responders. The survey was then handed over to close customers from other IT companies via 
direct emails and Linkedin portal. Finally, MBA students employed in IT were asked to fill in the 
questionnaire by e-learning platform. 

The questionnaire included 63 questions about demographics, leadership styles, motivation and 
retention (see Appendix II). It was constructed based on the literature on leadership and 
previous research on the motivation of employees with regards to their job attitude. The 
questions were set by use of standardized scales and estimated to take 5-10 minutes to complete.  
Literature describes that surveys should take up to 30 minutes and extract as much data and 
dimensions as possible (Stacks, 2010).  However, due to specific to IT sector factors and online 
character of the questionnaire authors decided to use dimensions and number of questions that 
is minimal to validate the theory and avoid missing data and low sample size issues. 

Since the survey included demographics and confidential questions about intention of leaving 
present occupation authors decided to make it totally anonymous. The anonymity was supported 
by survey platform and clearly stated in a first, welcome page. In order to get responders 
commitment to start and complete all the questions, the welcoming page included: purpose of 
the study, intended use (only for thesis research), short instruction how to approach the 
questions and estimated time. See Appendix I for details. 

According to (Hair, 2010) size of samples that have statistical significance for 17 factors used in 
the survey may exceed 500. However, authors are aiming to create few constructs with a reduced 
number of factors having good statistical reliability expressed in Cronbach's Alpha and 
Cronbach's Alpha Based on Standardized Items. Thus, the goal is to reach between 100-150 
responders. Demographics data should be used not only for discussing stated hypotheses but 
also to validate representativeness of the population sample in IT industry. 

A higher number of responders helps to deal with missing data, outliers, transformation and 
incorporation of non-metric and metric variables. Researchers must ensure that data meet 
requirements for multivariate analysis (Hair, 2010). 
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3.3 SEM theoretical model 

The model, that is defined as representation and operation of the theory (Hair, 2010), was 
constructed in a way to answer main study question regarding employee retention and its 
connection to leadership styles. Authors decided not to use direct approach by asking questions 
that may be misleading and confusing to the responders. Instead, latent construct “retention” 
was formulated through motivation that is one results of leadership influence. Such construct 
helps in explanation of theory, reduces measurement errors and improves statistical estimations. 
In this approach, we can test the hypothesis that employee motivation mediates the influence of 
leadership on employee retention. The used model also validates the correlation between 
leadership styles as well as whether leadership factors influence employees’ motivation. 

Diagram below maps theoretical questions into hypotheses and presents a clear overview of the 
multivariate analysis. The diagram principle is taken from (Men, 2010) research and combined 
with motivation aspects of leadership from (Gopal and Chowdhury, 2014) study. Finally, latent 
variables for retention was taken from (Kyndt,  Dochy, Michielsen and Moeyaert, 2009) paper. 
 

 
Figure 3. Conceptual model of the impact of leadership style and motivation on employee 
retention. 
 
The hypothesis H0: “There is no significant relation between demographics and retention.” is 
not shown in the diagram but reflects the influence of demographic non-metric variables like 
age, gender, origin etc. to the variables under examination. Authors based on research expect a 
weak relationship with retention and no need to differentiate between different sub-groups 
(Men, 2010). 
 
Next item H1: “Transformational leadership is positively associated with transactional 
leadership.” states positive relationship between transformational and transactional leadership 
that agrees with the theory that transactional style is a first step leading to transformational 
leadership. (Avolio 1999, Bass 1998,1999) 
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The model is validating the positive connection between leadership styles and motivation in the 
questions (Gopal and Chowdhury, 2014): 
H01: “There is a significant relation between transformational leadership style and employee 
motivation.” 
H02: “There is a significant relation between transactional leadership style and employee 
motivation.” 
 
In addition, multivariate analysis can be used to check direct relationship between leadership 
styles and retention. Positive connection is validated in questions: 
H2: Transformational leadership is positively associated with employees retention. 
H3: Transactional leadership is positively associated with employee retention. 
 
Authors choose motivation as one of the concepts that has a positive relationship to retention: 
H4: Employee motivation is positively associated with employee retention. 
 
Moreover, the motivation links both leadership and latent variables used to measure retention. 
This enables to posit the mediating role of employee motivation in the influence of 
transformational leadership and transactional leadership on employee retention (Men, 2010). 
 
The relationship between independent variables, factors and variables are discussed in the next 
chapters together with SEM validation of the model.  
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3.4 Measures 
 
The questionnaire was constructed to collect the responses. The survey contained three sections: 
one on leadership style, another on employee motivation and a third on demographics, 
respectively.  
 
Researchers, in order to reduce the number of inaccurate responses, caused by misunderstanding 
and misinterpretations by responders, have used standardized scales. Each of those had multiple 
questions measuring same variable or factor. 
 
The questions about leadership style items were adapted from Avolio and Bass’ (1997) 
Multifactor Leadership Questionnaire (MLQ). Items for the motivation were taken from the 
Revised-Motivation at Work Scale (R-MAWS) used in validation study on 4783 participants 
(Gagné, 2012). Finally, the retention factors were taken from Employee Retention: 
Organisational and Personal Perspectives paper (Kyndt, Dochy, Michielsen, Moeyaert, 2009). 
 

Those three set of questions (that will create constructs) are reflecting the presented earlier 
model. Each latent construct will be measured with several indicator variables (factors). For 
instance transactional leadership contingent reward indicator is asked with following question: 
(26) My manager always gives me positive feedback when I perform well; (27) My manager gives 
me special recognition when my work is very good; (28) My manager commends me when I do a 
better than average job; (29) My manager personally compliments me when I do outstanding 
work. and (30) My manager frequently does not acknowledge my good performance. Then 
researchers associate those questions with transactional leadership styles and test reliability and 
validity of the construct. After successful assessment, the relationship between construct can be 
calculated concluding the structural assessment component of SEM. (Hair, 2010) 

3.4.1 Leadership styles 

For the leadership styles questions, the Transformational Leadership Inventory (TLI) was used. 
It was developed by Podsakoff, MacKenzie, Moorman, and Fette‘s (1990) and contains measures 
of different leadership types. These scales have evidence from prior empirical studies 
guaranteeing good reliability and validity. In the survey, two styles were used: one transforming 
their followers into leaders themselves and second giving contingent rewards to followers. For 
the study, TLI was adapted to consist of 27 items measuring the main characteristics of 
transformational and transactional leadership. (Men, 2010) 

The TLI model was used together with a five-component scale to facilitate coding and ease data 
interpretation. Respondents were asked to fill out the survey by choosing the best-suited 
alternative from given choices.  
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The 24 items (e.g., “My manager is always seeking new opportunities for the 
unit/department/organization.” ― see Appendix II) of the TLI were used to measure six factors 
of transformational leadership mentioned in the theory. Each of the factors was measured by 3 
to 5 questions to avoid misunderstanding and improve statistics. For the transactional leadership, 
5 items were measuring contingent reward factor. (Men, 2010) 

Table below exhibits a 5-point Likert scale that was used for leadership questions. It has neutral 
answer in the middle tagged as number 3: 

Table 2. 5-point Likert scale. 
1 2 3 4 5 

Strongly disagree Disagree Neither agree 
nor disagree 

Agree Strongly agree 

Following leadership factors will be used to create latent constructs for transformational and 
transactional styles: 
 
Table 3. Leadership Factors. 
No. Description Leadership style 

l1 Articulating a vision Transformational  

l2 Providing an appropriate model Transformational  

l3 Fostering the acceptance of group goals Transformational  

l4 High performance expectations Transformational  

l5 Individualized support Transformational  

l6 Intellectual stimulation Transformational  

l7 Contingent reward Transactional  
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3.4.2 Motivation 

For the motivation questions, the Revised-Motivation at Work Scale (R-MAWS) was applied. 
The R-MAWS was validated in the work “Validation evidence in ten languages for the Revised 
Motivation at Work Scale” by joint international project including several universities. Authors of 
that research improved reliability and statistical significance of commonly used MWS model 
(Gagné, 2012). 

In the survey, some questions were adjusted to better align with leadership theory thus word 
‘others’ was changed to ‘my manager’ - see Appendix II for details. All the questions included in 
the questionnaire had following stem at the beginning of each motivation question: “Why do you 
or would you put efforts into your current job?”. Following answers in 7-point Likert scale were 
given to respondents to choose from: 

Table 4. 7-point Likert scale. 
1 2 3 4 5 6 7 

Not at all Very little A little Moderately Strongly Very 
strongly 

Completely 

 
 
Six motivation factors were tested with 19 questions. Five factors were measured by 3 items and 
one by 4. That is why the construction of this motivation scale should result in reliability and 
reducing statistical errors. All the factors are described in the table below: 
 
 
Table 5. Motivation Factors. 
No. Description 

m1 Extrinsic Regulation – Social 

m2 Extrinsic Regulation – Material 

m3 Introjected Regulation 

m4 Identified Regulation 

m5 Intrinsic Motivation 

m6 Amotivation 
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3.4.3 Retention 

The Employee Retention scale was taken from the study “Employee Retention: Organisational 
And Personal Perspectives” (Kyndt, 2009).  

To measure employee retention four factors were used derived from 11 questions. First one is 
intention to leave, the researchers used four items for the measurement. For example, 
participants were asked the question: “I’m planning on working for another company within a 
period of three years.” Responders were also asked if they would like to continue working within 
their company and how important to have a job i.e. intention to stay. This factor was measured 
by those two items. Another aspect of retention was to check if IT employees had future 
prospects within the company. Two questions were asked: “I see a future for myself within this 
company.” and whether would they look within the same organization when they wanted to 
change jobs or functions. The final point of interest was whether employees were motivated in 
their job. The three items were based on the questions used in previous research (e.g., Arnold 
2005; Hytter 2007). For detailed question regarding retention see Appendix II. (Kyndt, 2009).  

Same Likert scale as in leadership scale was used. Summary of the retention variables is presented 
in the table below: 

 
Table 6. Retention Factors. 
No. Description 

r1 Intention to leave 

r2 Intention to stay 

r3 future prospects within the company 

r4 motivated in their job 
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3.4.4 Demographic 

Authors decide to measure six variables that might have an impact on the research questions. 
However, the main purpose is to increase validity of the questionnaire and statistical significance. 
The demographic results should be compared with other historical sources regarding 
employment in IT sector. This comparison can tell researcher how survey results reflect the 
whole population of IT employees. 

The table below list all six chooses. Each variable was measured with one question. Responders 
were given answers to select from. For gender and marital status, it was possible to select ‘not to 
disclose’ option. The origin variable was measured with a question “Are you employed in foreign 
country?” to address research proving that foreign employees have higher retention rate. 

 
Table 7.  Demographics Variables. 
No. Description Type 

d1 Gender Nonmetric 

d2 Age Nonmetric 

d3 Marital status Nonmetric 

d4 Education Nonmetric 

d5 Experience Nonmetric 

d6 Origin Nonmetric 
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3.5 Method implementation 

A Structural Equation Modeling (SEM) is a statistical model that finds relationships between 
multiple variables. The concept utilizes multiple dependent and independent variables. Latent 
(unobservable) construct, employee retention, can be explained by multiple factors and thus 
SEM method, with help of the model, is most suitable to test the theory.  

Structural equation modeling is a general, linear, cross-sectional statistical modeling technique. It 
is primarily used for factor, path and regression analysis. SEM is mainly a confirmatory 
technique. This means that a researcher should use SEM to determine whether a certain model is 
valid or not. SEM analyses often contain a certain exploratory element. 

Latent construct is the main focus when applying SEM method rather than independent 
variables measuring this construct. The method allows examining multiple measures associated 
with a single latent construct. However, modeling measurement is difficult and complicated 
without specialized software. 

When model's parameters have been estimated, SEM is modeling covariance matrix that can be 
compared to an empirical covariance matrix. If the model and empirical matrices are consistent 
with one another, then the model can be considered a probable explanation for relations 
between the measures. 
 
The literature (Hair, 2010) describes six stages process to correctly implement SEM method i.e.: 

- Stage 1: Defining individual constructs 
- Stage 2: Developing the overall measurement model 
- Stage 3: Designing a study to produce empirical results 
- Stage 4: Assessing the measurement model validity 
- Stage 5: Specifying the structural model 
- Stage 6: Assessing structural model validity 

 
Stage 1 was discussed at the beginning of the chapter and resulted in latent constructs 
representing theory about leadership styles, motivation and retention. Stage 2 is presented in 
Model chapter and Stage 3 in Measures Chapter. Remaining three stages are conducted in the 
later Empirical Results chapter.    

In order to perform last stages following methods will be applied: (1) constructs validity will be 
assessed using Confirmatory Factor Analysis (CFA) and (2) evaluation of the designed structural 
model. In the tested model, transformational and transactional leadership, motivation and 
retention were defined as latent variables with multiple indicators (factors). Authors used 
standardized scales with a big number of factors that some of them may not be applicable or 
relevant to the theoretical concept. That is why (0) Exploratory Factor Analysis (EFA) should be 
performed before CFA and SEM to reduce dimension for each of scale. (Men, 2010) 
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4. Empirical results 
 
This chapter is presenting empirical data that were collected using surveys described in the 
previous chapter. The data is subjected to statistical analysis based on multivariate statistical 
methodology.  

4.1 Statistical tools 

Data analysis was performed using SPSS (Statistical Package for Social Sciences) version 24.0 for 
Windows and its validity was established through suitable statistical means with a p<.05 
significance level. 

However, prior to the analysis, missing data were examined with an imputation method 
supported by the tool. Then dimension reduction suite was used to perform Exploratory Factor 
Analysis (EFA) and reducing the number of factors that are valid for presented theoretical 
model. Before evaluation of the hypothesized model, the multivariate normality assumption of 
SEM was evaluated in AMOS which is a graphical subset of SPSS containing CFA and SEM 
analytical tools. 

4.2 Sample validity 

From February to April 2018, an online survey was distributed to a number of IT companies and 
IT professionals in Europe. Authors cannot precisely estimate the number of responders that the 
survey reached to but it was approximately 200 to 250 employees. The questionnaire resulted in a 
total of 129 responses giving 64% to 51% response ratio. In average 11 and half minutes were 
spent for filling in the answers.  A total of 37% of responders were women and 63% men which 
is a 10% more women than men from average in Europe (MacBride, 2015 and Wallace, 2016). 
The average age of the examinees was 34 years and having more than 6 years of professional 
experience. Most responders had master education and were in a domestic relationship. A large 
number of 45% were employed in a different country than their origin.  

Priority to data analysis - a missing data issue was handled by two methods. For 3 entries missing 
sparse data values, an Expectation-Maximization (EM) method was applied. The EM method is 
replacing missing data with predicted values and allows to examine complete data set. The EM 
method requires that missing data are completely random thus Missing Completely at Random 
(MCAR) test was performed before EM method. One entry was missing all the answers from 
question 34 and was deleted reducing available sample size to 128 (KMO = .80), which is 
enough to have statistical significance for 17 variables i.e. Kaiser-Meyer-Olkin Measure (KMO) is 
greater than 0.5. The little’s MCAR test with deleted single entry turned out to be not significant 
(�2 = 163.15, p = .85). This means we can assume that remaining data are missing completely at 
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random. From the 128 responses only 3 were missing a total of 5 items. Thus EM method was 
used for imputation. Authors applied EM for 3 subscales representing each construct. 

 
Table 8. KMO test results. 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .796 

Bartlett's Test of Sphericity Approx. Chi-Square 6435.523 

df 1953 

Sig. .000 

 

4.3 Reliability Test of Scales 

The Cronbach Alpha was tested on standardized scales of leadership styles (transactional and 
transformational), motivation and employee retention to ensure reliability and validity of the 
survey. The Cronbach Alpha values greater than .7 are normally regarded as indicating reliability. 
Several questions were asked to measure single factor. 

For a whole 27 items Leadership style scale, the Cronbach’s Alpha is .915. The correlation matrix 
shows that some items have low values and authors decide to check each of the factors to see if 
0.7 threshold is met. 

Deleting question l4a (Q19) improved Cronbach’s Alpha for High-performance expectations 
from .744 to .879. Factor Individualized support has negative Cronbach’s Alpha meaning that 
correlations between items are negative. Looking at the questions we can see that items l5a and 
l5d (Q22 and Q25): ‘My manager acts without considering my feelings.‘ and ‘My manager treats 
me without considering my personal feelings.’ are asking about same phenomena but in opposite 
way to item l5b and l5c (Q23 and Q24): ‘My manager shows respect for my personal feelings.’ 
and ‘My manager behaves in a manner that is thoughtful for my personal needs.’ Cronbach’s 
Alpha for variables l5b and l5c was higher (.871) than l5a and l5d (.772) thus those items l5a and 
l5d were removed from further analysis. For Contingent reward questions representing 
Transactional leadership, Cronbach’s Alpha was below .7 that is why item l7e (Q33) - ‘My 
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manager frequently does not acknowledge my good performance.’ was removed resulting with a 
new value of .902. Final scale for leadership scale was reduced from 27 items to 23 resulting in 
Cronbach’s Alpha of .954: 

Table 9. Reliability Statistics for the Leadership scale. 

Cronbach's 

Alpha 

Cronbach's Alpha Based 

on Standardized Items 

N of Items 

.952 .952 23 

 

Cronbach’s Alpha for 19 questions regarding Motivation is .664. The value is below 0.7 and 
reliability must be improved. Removing item m1c (Q46): ‘To avoid being criticized by my 
manager;’ improved Extrinsic Regulation – Social test from .444 to .564. Deletion of item m2a 
(Q35): ‘Because my manager will reward me financially only if I put enough effort in my job;’ 
improved Extrinsic Regulation – Material factor from .637 to .739. Finally after removing item 
m6c (q51): ‘I don’t know why I’m doing this job, it’s pointless work;’ Cronbach’s Alpha for 16 
items of the Motivation scale increased to .716. 

Table 10. Reliability Statistics for the Motivation scale. 

Cronbach's 

Alpha 

Cronbach's Alpha Based 

on Standardized Items 

N of Items 

.728 .735 16 

The last scale to be tested for reliability is the Retention. Cronbach's Alpha for 11 items is very 
low (.217). In this case, complete factors need to be removed to improve reliability. The r2 factor 
- Intention to stay cannot be improved and has -.098 value. This factor can be deleted 
completely since the scale is measuring r1 - Intention to leave factor with Cronbach's Alpha of 
.714 for 4 items. This factor has a strong negative correlation with Future prospects within the 
company and Motivated in their job factors so the retention scale needs to be divided into two 
subscales for further analysis as per tables below: 
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Table 11. Reliability Statistics for the Retention scale - A. 

Cronbach's 

Alpha 

Cronbach's Alpha Based 

on Standardized Items 

N of Items 

.723 .726 4 

Table 12. Reliability Statistics for the Retention scale - B. 

Cronbach's 

Alpha 

Cronbach's Alpha Based 

on Standardized Items 

N of Items 

.865 .869 5 

To sum up, all the scales are therefore considered reliable and valid for further research. The 
scales used in this research have been tested and validated in other research studies but authors 
had to improve reliability of the leadership and motivation scales by deleting few items. The 
most problematic scale was retention that may have problems with factor loading for retention 
construct. 
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4.4 Exploratory Factor Analysis 

4.4.1 General 
 
Authors used standardized and generic scales to answer research questions that have a greater 
number of factors than possibly needed in the presented model. Exploratory Factor Analysis 
(EFA) was performed for each scale to see if factors are loading correctly and which have low 
eigenvalue thus explaining the variance of measured concept poorly. Factors that are loading 
incorrectly and have low eigenvalue should be removed from further analysis. 
 
Priori to the analysis following assumptions must be verified: 

1) Sample size, 5-10 questions per variable 
2) Assumes reliable correlations 
3) Multicollinearity  

Sample size test was performed successfully in the 4.2 chapter. For reliable correlation, Bartlett's 
test of sphericity was done. It resulted in a value of .00 meaning that a factor analysis may be 
used with the data.  

Table 13.:  KMO and Bartlett's Test for EFA. 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .859 

Bartlett's Test of Sphericity Approx. Chi-Square 4809.642 

df 1081 

Sig. .000 

To check multicollinearity the extraction value for all the questions from Communalities table 
was verified if it is greater than 0.6. All the question had extraction value greater than 0.6 which 
tells us that the extracted components represent the variables well.  

Oblimin with Kaiser Normalization rotation method was used to check if factors are orthogonal. 
The results show correlation less than 0.5 so orthogonal Varimax rotation can be used for factors 
extraction. 
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Researchers, in following chapters, analyse questions for each scale and decide which ones are 
relevant to presented constructs of leadership, motivation and retention. If the questions are not 
loading to the correct factors, variables will be dropped. This may also result in factors that 
cannot be measured and eventually dropped as well. 

4.4.2 Leadership styles factors 

In order to check how questions are loading factors for leadership styles, varimax rotation for 7 
principal component analysis was run. 

Only one item l3d (Q18) - ‘My manager develops a team attitude and spirit among his/her 
employees’ was loaded into incorrect factor (Intellectual stimulation). The question was excluded 
from further analysis. All other items loaded together with a correlation greater than .6:  

Table 14. Rotated Component Matrix (Varimax) for leadership factors. 

However, eigenvalues for l4 - High-performance expectations (.825) and l5 - Individualized 
support (.664) were below 1. Those factors are representing aspects of Transformational 
leadership construct and should be removed. Factor l6 - Intellectual stimulation (1.045) has a 
value close to acceptance level and should be investigated further during CFA. 
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Overall, the factor analysis of the items measuring leadership styles using 5 factors that explain 
76% of the variance (α=.90). It is important to mention that single factor - Articulating a vision 
explains 50% of the variance.  

The EFA resulted in valid 5 factors that will be used for leadership latent constructs i.e. factors 
l1, l2, l3 and possibly l6 for Transformational Leadership and l7 for Transactional Leadership. 

4.4.2 Motivation factors 

The Varimax rotation for 6 principal component analysis was performed to validate Motivation 
factor loading. 

The items m3a (Q36) - ‘Because I have to prove to myself that I can;’ and m3b (Q42) - ‘Because 
it makes me feel proud of myself’ had to be dropped since they did not load significantly on the 
Introjected Regulation factor. They load highly on Identified Regulation factor instead which is 
very similar. All other questions loaded together with correlation greater than .5: 

Table 15. Rotated Component Matrix (Varimax) for motivation factors. 

The eigenvalues for m3 - Introjected Regulation (.840) and m1 - Extrinsic Regulation – Social 
(.643) were below 1. Removing those factors would reduce total factor loading from 81.6% to 
71%. Researchers decided to keep all 6 factors (α=.78) for CFA analysis in order to see which 
motivation factors are correlated with leadership styles.  
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4.4.3 Retention factors 

Same method as in previous subchapters was applied for retention factors analysis.  

The item r1b (Q59) - ‘If I could start over again, I would choose to work for another company;’ 
was removed because it was not loading correctly and was measuring other factors that authors 
decide not to investigate. Remaining questions loaded together with correlation greater than .7. 
Factors r3 - Future prospects within the company and r4 - Motivated in their job loaded together 
measuring the same concept. 

Table 16: Rotated Component Matrix (Varimax) for retention factors. 

 

The factor analysis of the items measuring retention using 2 factors that explain 67% of the 
variance (α=.87). 

Retention construct can be created using r3 - Future prospects within the company and r4 - 
Motivated in their job factors. Opposite construct to retention using factor r1 -  Intention to 
leave will be examined in the next analysis. 
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4.5 Confirmatory Factor Analysis 

4.5.1 Pearson correlation 
 
Before performing CFA analysis all relevant questions from CFA were analysed using bivariate 
Pearson correlation. Appendix III shows the table with marked yellow high correlations.  
 
For demographics questions we see high correlation between question Q2 - Please specify your 
Age and Q5 - Please specify your year(s) of Experience. Moreover, those questions have some 
relevant correlation to motivation and questions. Question no. 6 - Are you employed in foreign 
country has only one relevant correlation to Q63 - I have checked out a job in another company 
previously. 
  
The leadership questions have multiple relevant correlations between a number of questions. 
The lowest correlations have Q20 and Q21 representing factor High-performance expectations 
for transformational leadership. Factor Intellectual stimulation represented in Q26,27 and 28 has 
significant correlation with motivation factors but also is highly related to other transformational 
leadership questions. 
 
Finally, for motivation and retention questions we can see high correlations with factors 
extracted during EFA. 
 

4.5.2 Measurement model 
 
Next step is to perform model fit analysis using Confirmatory Factor Analysis (CFA) in AMOS. 
Measurement model is based on pattern matrix created in previous chapters during EFM and 
bivariate analysis for all the questions regarding Leadership styles, Motivation and Retention.  
 
For Transformational Leadership style, four factors were input into graphical interface of AMOS 
creating the latent construct. To represent Transactional Leadership four questions were used 
creating a composite variable from arithmetic mean. Motivation construct was problematic since 
can be done using different factors or represented by opposite construct - amotivation. In order 
to decide which factors are best suited for final SEM analysis observed variables were computed 
from each factor (composite mean variable). Retention construct was created from two factors - 
Future prospects within the company and Motivated in their job. The factor ‘Intention to leave’ 
that did not load into Motivation construct during EFA and was kept apart - see Appendix IV 
for details. 
 
The initial model fit analysis shown a number of problems. The Root Mean Square Error of 
Approximation RMSEA= .06 (required .06-.09) value and p= .03 (required more than .05).  
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Researchers used initial CFA analysis to look at the correlation between leadership styles, 
motivation factors and retention constructs. The motivation factor Introjected Regulations had 
very low values with leadership and retention constructs thus authors decided to drop it from 
further analysis. As it is confirmatory analysis authors focused on two main factors: Extrinsic 
Regulation – Material that should be related to transformational leadership and Intrinsic 
Motivation that should be developed by transactional leadership. Limitation to those two factors 
resulted with better model fit for CFA in statistical terms. (Bagozzi & Yi, 1988) 
 
It is important to mention that amotivation questions had negative estimates to most of the 
factors. Only positive covariance was to Intention to leave. The chosen motivation factors were 
better correlated with retention construct than Intention to leave factor. That is why opposite 
(negative) path of amotivation and Intention to leave was not investigated in this research.  
 
Final step of this analysis was reduction of the factors and performing normality test according 
to Bentler (2005) and Byrne (2009). The questions with C.R values greater than 5.0 should be 
removed. That test showed a problem with Motivated in their job factor and one question (Q54) 
was removed. Finally, loading of remaining items was evaluated if the values are between .50 and 
.95. See Appendix V for normality and loadings output. Figure below and Appendix VI with 
detailed information about questions and factors summarizes final measurement model. 
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Figure 4. Reduced measurement model. Coefficients are standardized regression weights. 
 
 
The final reduced model resulted in a good model fit for next stage of SEM modeling that will 
answer the stated hypothesis. The summary of the key indicators of the CFA analysis are 
presented in the table below and are in line with the technical literature and SPSS manuals. 
(Bagozzi & Yi, 1988; Bentler, 2005; Byrne, 2009) 
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Table 17. Model fit summary (Reduced model). 
Minimum was achieved Requirement 

Chi-square = 22.370 N/A 

Degrees of freedom = 20 N/A 

Probability level = .321 > .05 

CMIN/DF = 1.118 Positive and > 1 

AGFI = .917 > .80 

GFI = .963 > .90 

CFA = .996 > .90 

RMSEA = .031 < .10 

PCLOSE = .662 > .50 
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4.6 Structural Equation Modeling 
 
To test stated hypothesis authors used SEM method and tested a number of different 
configurations that would explain the connection between chosen styles of leadership, 
motivation factors and retention. The model and constructs were taken from previously 
performed CFA analysis showing good model fit. 
 
The models used causality connection from leadership to motivation and retention. In order to 
perform calculations, error terms were added to endogenous factors for motivation and retention 
latent construct. Probability level p <.05 was set for standardized estimates and model fit.  
 

4.6.1 Hypothetical model 
 
In the first scenario, hypothetical model was used. This model is testing if transformational 
leadership is mediating retention construct through intrinsic motivation and if transactional 
leadership is mediating retention construct through extrinsic motivation. Also, direct paths from 
leadership styles to retention are tested. Diagram below exhibits the model structure: 
 

 
Figure 5. SEM hypothetical model. Coefficients are standardized regression weights, where 
*p=.06, ***p<.001. 
 
According to Baron and Kenny (1986), mediation model is valid when the causality connections 
from independent variables (leadership) to the mediator (motivation) and from mediator to 
independent variables (retention) are significant.     
 
We can see moderate connection between transformational and intrinsic motivation (β=.37, 
p<.001); and week path between transaction and extrinsic motivation (β=.16, p=.06). There is a 
moderate causality from transformational leadership to retention (β=.31, p<.001) but there no 
significant connection from transactional leadership to retention (β=.07, p=.36). The covariance 
between leadership styles and the connection from intrinsic motivation to retention are high and 
significant.  
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The model probability value p was on the border of acceptance criteria of .051 thus alternative 
model configurations were examined. 

4.6.2 Alternative models 
 
Other scenarios were examined where adding and removing paths between leadership styles and 
motivation were tested. Diagrams below show the concepts. For brevity, not relevant alternatives 
are not discussed. 
 

 
Figure 6. SEM added model. Coefficients are standardized regression weights, where **p=.05, 
***p<.001. 
 

 
Figure 7. SEM direct model. Coefficients are standardized regression weights, where ***p<.001. 
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Finally, the adjusted model was constructed by removing not relevant paths and adding a 
connection from extrinsic to intrinsic motivation. We can see that causality values for 
transformational are similar to the hypothetical model but a model fit was greatly improved. 
 

 
Figure 8. SEM adjusted model. Coefficients are standardized regression weights, where *p=.06, 
**p<.005, ***p<.001. 
 

We can see statistically relevant connection between extrinsic and intrinsic motivations (β=-.23, 
p<.005). This model is the best mathematical explanation of gathered data from surveys relevant 
to the thesis problem. 

Summary for all the scenarios is presented in the table below: 
 
Table 18. Model fit summary (all models). 
Model χ² df χ²/df P-value CFI GFI AGFI RMSEA PCLOSE 

Hypothetical 35.116 23 1. 527 .051 .980 .942 .887 .064 .268 

Added 30.783 21 1.466 .077 .984 .949 .890 .061 .323 

Direct 55.441 25 2.218 .0 .951 .924 .863 .098 .015 

Adjusted 28.010 24 1.167 .260 .993 .955 .915 .036 .630 
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4.6 Test of Hypotheses 

 
Authors conducted a number of statistical analyses for confirmatory method of research to 
answer theoretical hypothesis. The result is briefly presented in the table below, where two 
models representing theory are expressed in statistical terms.  
 
Table 19. SEM standardized regression weights summary (two models). 
 Hypothetical Adjusted 

H1 0.68*** 0.69*** 

H01 0.37***i 0.37***i 

H02 0.16e 0.16e 

H2 0.31*** 0.36*** 

H3 0.07  

H4 0.66***i 0.66***i 

where, *p<.05. **p<.01. ***p<.001; intrinsic, e - extrinsic motivation 
 
On the left side, there are theoretical hypothesis presented in chapter 3.3.  
 
The hypothesis 1 was supported; transformational leadership largely covariates 
with transactional leadership, β=.69 p<.001. 
 
Transformational leadership has a moderate positive effect on retention (H2). The results also 
demonstrated that intrinsic motivation partially mediates the effect of the transformational 
leadership style on employee retention (H01). This effect was not observed for transactional 
leadership and there is only a weak connection to extrinsic motivation just above the acceptance 
limit of p<.05. What is not shown in the defined hypothesis is that authors found relevant 
negative causality from extrinsic to intrinsic motivation.  
 
Finally, Intrinsic motivation has a significant effect on retention (H4) but there is no such effect 
from extrinsic motivation.   
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5. Discussion 

This section discusses the findings of the performed research with a comparison to what is 
currently known in the presented literature. The first part of the chapter describes the empirical 
model and how well it fits into the theory of leadership, motivation and retention. Then the 
output from the analysis is evaluated and explained. 

5.1 Theory and the Empirical model 

The empirical model is the result of combining three groups of questions (scales) for leadership 
styles, motivation aspects and retention measures. The selection of the question has a strong 
evidence from previous research described in chapter 3.3. However, some questions were, 
according to authors, not relevant for the studied subject or had to be removed to improve 
statistical parameters. Researchers would like to discuss how the asked questions are supporting 
theoretical framework and see if there are limitations coming from empirical part that can 
explain inconsistency or deviation from the theoretical propositions. Appendix VI is listing all 
the final items used during the final empirical hypotheses test. 

5.1.1 Leadership 

As discussed in the theoretical part the most common leadership styles are transactional and 
transformational.  

For transactional leadership 4 out of 5 questions were used forming the Contingent reward 
factor. The questions are representing non-monetary rewards like recognition and positive 
feedback that in modern IT companies indirectly lead to promotion and monetary rewards. 
Thus, this factor is representing theory well (Bass, 1985). 

The model using 4 factors for the transformational leadership that are well represented by at 
least 3 questions each. Those factors are well aligned with 4 characteristics presented in theory 
(Bass and Riggio, 2006):  

- Intellectual Stimulation characteristics → Intellectual stimulation factor 
- Individualized Consideration char. → Fostering the acceptance of group goals factor 
- Inspirational Motivation char. → Articulating a vision factor 
- Idealized influence char. → Providing an appropriate model factor 

Two factors were skipped during the EFA. The first one was High performance expectations 
that can be assigned between Inspirational Motivation or Idealized influence characteristics. 
However, presented theory does not distinguish this particular factor. Second one - 
Individualized support fits well with part of Individualized Consideration theoretical 
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characteristics. It is concluded that the removed factors were not critical for transformational 
leadership construct and remaining factors are properly describing the leadership theory. 

 

5.1.2 Motivation 

In the model the employee motivation part was implemented by taking two factors out of 6 
available from the used scale. The theory distinguishes two major motivation characteristics i.e. 
extrinsic and intrinsic (Barbuto, 2005). Those characteristics can be assigned to the performed 
survey factors i.e.: Intrinsic Motivation char. → Intrinsic Motivation factor; Extrinsic Motivation 
char. → Extrinsic Motivation - Social and/or Extrinsic Motivation Material. 

Since this is confirmatory research authors were expecting to find correlation between 
transformational leadership and intrinsic motivation and transactional leadership and extrinsic 
motivation. Both motivation factors also were expected to positively influence retention.  

During the EFA Introjected Regulation and Extrinsic Regulation – Social factors had low 
loading. Moreover,  Introjected Regulation and Identified Regulation factors cannot be linked to 
any external stimulus like effect of leadership because they are describing internal and personal 
cause. Finally, amotivation factor was describing opposite concept that authors decided not to 
investigate.  

To sum up, intrinsic motivation concept is well represented by three questions. The extrinsic 
characteristic is represented by only the material factor using two questions. We can say that 
empirical model for motivation is a moderate representation of the theory in this area. 
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5.1.3 Retention 

The retention questions have a low Cronbach's Alpha for the intention to stay factor and this 
factor had to be dropped. The factor was described with two questions and mainly addressing 
job-security item from the theory. However, there is the opposite factor, Intention to leave, 
described with three questions that were addressing more retention aspects. That is why 
dropping mentioned factor should not have a negative effect on the model. 

In the next step of the EFA two main factors were identified. Mentioned Intention to leave and 
a second one constructed with questions from two items: Future prospects within the company 
and Motivated in their job. By mapping those factors to Employee Retention and Job 
Satisfaction model by B. L. Das and M. Baruah we can create following alignment of the theory 
(left side) to empirical factors used in the model (right side): 

- Promotion and opportunity to growth → Future prospects within the company factor 
- Good work environment → Motivated in their job factor 
- Training and Development → Future prospects within the company factor 
- Job satisfaction → Motivated in their job factor 

There is no match to compensation, reward and recognition, participation in decision making, 
work-life balance, proper leadership and job security items from theoretical proposition. 

After performing the CFA authors decided to define retention as a latent construct from Future 
prospects within the company and Motivated in their job factors. The negatively correlated 
factor, Intention to leave, might have measured other aspects of employee willingness to leave a 
job than leadership and motivation reasons that authors decided not to investigate. 

Summarizing, the retention construct used in the final model moderately matches the theory 
regarding employee retention.  
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5.2 Explanation of the hypothesis 
Before checking and validating the hypothesis, a bivariate Pearson correlation was performed. 
Most demographic variables studied do not seem to have an impact on the study as the 
correlations seem pretty logical (age correlating with years of experience and marital status), 
except for working in a foreign country, which has a relevant correlation to Q63 - I have checked 
out a job in another company previously. This correlation could evidence the problem of 
expatriate retention, which seems to be a challenging goal in the industry (Nicks, 2016). Foreign 
workers area valuable asset for IT companies, having the competitive advantage of international 
experience and possibly different language knowledge. These advantages plus the possibility of a 
repatriation back into home country seem to have an effect on the retention of foreign 
employees. (Vilet, 2012) 
 
As described in the previous chapter, authors performed a Confirmatory Factor Analysis (CFA) 
in AMOS. The checked hypotheses are now compared and discussed towards previous literature.  
 
H1: “Transformational leadership is positively associated with transactional leadership.”  
Results show a strong positive relationship between transactional and transformational 
leadership style. This validation of the hypothesis agrees with previous literature as transactional 
leadership style is described and understood as a first step leading to transformational leadership. 
(Avolio 1999, Bass 1998,1999).  
 
H01: “There is a significant relation between transformational leadership style and employee 
motivation.” 
The results show that there is a significant relation between transformational leadership style and 
intrinsic motivation of employees, showing a moderate positive relationship and being able to 
confirm its mediation effect between transformational leadership and retention. 
 Literature supports strongly this relation, as transformational leadership is, by definition, based 
on the motivation of employees. (Avolio, 1999). Other authors such as Webb (2007) or Judge 
and Piccolo (2004) reinforce the idea relationship between transformational leadership and its 
positive effect on motivation of employees.  
Note that previous conclusion is stated for intrinsic motivation. Literature also refers to the inner 
motivation of employees and not to external factors that would cause this motivation (salary, 
social status…) In line with this statement, the correlation obtained in this study (CFA Analysis) 
for transformational leadership and extrinsic motivation, or introjected regulation is very low. as 
was expected based on theory. There is a lack of search for external rewards or recognitions in 
this leadership style, and it is focused on higher needs Judge and Piccolo (2004).  
Also note that for the factor “amotivation” and transformational style, the correlation is strongly 
negative, which is supported by being, as a concept, opposite to motivation.  
 
H02: “There is a significant relation between transactional leadership style and employee 
motivation.” 
The results show that there is an existing but weak relation between transactional leadership style 
and employee motivation (extrinsic), showing what looks like a peculiarity in this studied IT 
sector. According to results, authors can conclude that the surveyed employees do not seem to 
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be especially motivated by material terms (salary), making it difficult for transactional leadership 
to succeed in this matter.  
Literature explains extrinsic motivation as a start point for the transactional leadership style 
(Kalar & Wright, 2007), having transactional leadership, then, a strong, positive relation with 
extrinsically motivated employees, which is not the case in this study. 
 
H2: Transformational leadership is positively associated with employee retention. 
The model provides a moderate positive relationship between Transformational leadership style 
and employee retention. Every analyzed literature also supports this positive retention relation 
(Hamstra et al., 2011; Pieterse-Landman, 2012; Long et al., 2012; Simosi and Xenikou, 2010; 
Chang et al., 2013 and Bass, 1985), being related to a variety of industries, so authors expected a 
positive relation, maybe even stronger, since, although positive, it cannot be considered more 
than moderate. This moderate relationship indicates that, although transformational leadership 
style is an important factor in terms of retention, there are possible other factors that also play an 
important role (further studies suggestion).   
 
H3: Transactional leadership is positively associated with employee retention. 
The model does not provide a relationship between Transactional leadership style and employee 
retention. Literature does not match this result, being Allen and Meyer (1990 and 1997) very 
clear about the improved loyalty among employees, leaders and organizations due to this 
leadership style based on rewards and punishments.  
 
Interesting to highlight this discrepancy between the IT sector and the global industry. 
Transactional leadership does not help in terms of retention, possibly due to the fact that IT 
employees are not highly motivated by extrinsic factors (H02).  
 
H4: Employee motivation is positively associated with employee retention. 
The model provides a strong positive relationship between employee intrinsic motivation and 
retention.  
This strong relationship is widely supported by literature, finding an example on Suler’s (2008) 
studies on higher employee turnover due to the lack of motivation. The findings in this study 
also match and explain the mediating role of employee motivation in the influence of 
transformational leadership and transactional leadership on employee retention, as written by 
Men (2010) 
 
Once the results of the hypothesis have been explained and contrasted with previous literature, 
some more general discussion is considered. 
 
The confirmation of transactional leadership style as a first step into transformational style could 
be understood as a basis for not considering both styles as mutually exclusive, and, as previously 
written by Vera and Crossan (2004), having effective leaders the ability to switch between a 
transformational and transactional leadership style depending on the situation. Authors cannot 
fully support this statement from Vera and Crossan, as, for the two studied factors, motivation 
and retention, transactional leadership does not seem to provide any advantage against 
transformational style. Only in the case of extrinsically motivated employees would transactional 
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leadership improve motivation, but this does not seem to be a very frequent situation among the 
studied population. 
 
The fact that extrinsic factors are not so highly rated among employees does not seem to be 
tremendously extended in studied literature, but it is not new in this study either. Kovach (1994) 
found that employees tended to rate ‘interesting work’ as most important or second most 
important for themselves, and good wages only the fifth in the list a ten. What is even more 
interesting in Kovach’s study is the wrong perception of superiors regarding employees 
motivation, as managers consistently guessed that good wages would be most important.  
 
This previous statement would highlight the importance of a perceptive leader in order to 
motivate and retain workforce according to employees’ feelings and preferences, in line with the 
findings of this study, favoring transformational leadership. 
 
Such importance for leadership is discussed in previous literature, where some doubts are raised 
on up to what extent can leaders play a sufficient role in motivating for retention. It is explained 
that the subordinate may have hidden motives (Daigeler, 2008) which seem to be material 
(extrinsic) in many cases. It should be then pointed out how, according to this study, leaders 
should be able to play a primary role in motivation for retention, as the positive relationship of 
motivation and retention is due to intrinsic factors and not extrinsic. 
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6. Conclusions 

The results obtained in this study confirm that transformational leadership positively influences 
employees’ retention, not only directly but also indirectly, through employee’s intrinsic 
motivation. It is also found that this is not the case, though, for transactional leadership. The 
findings on transformational leadership are mostly in line with studied literature, concluding that 
IT industry is aligned, in terms of transformational leadership to other industries and more 
general studies.  

The main discrepancy with literature is found in transactional leadership, which, according to the 
obtained results, does not have a major influence on extrinsic motivation (material), highlighting 
the fact that the consulted professionals are not very much motivated by material factors. This 
lack of extrinsic motivation leads to a non-existing relationship between transactional leadership 
style and employee retention. 

This study concludes that both, in terms of motivation and retention, transformational 
leadership is a more effective leadership style within the IT industry. Literature would normally 
suggest that effective leaders should be able to switch between a transformational and 
transactional leadership style depending on the situation, in order to get the best of each style 
(Vera and Crossan (2004) but in this study, it is shown that, in the IT business, transactional 
leadership would not help in motivation or retention.  

Considering the results in this study, authors conclude that leaders should actively implement a 
transformational leadership style, that would promote motivation of their employees and 
encourage retention within the organization. In the IT sector, where high skilled employees’ 
turnover is an issue, organizations should train and encourage their leaders to be able to show 
transformational skills; providing the needed intellectual stimulation to the employee and 
considering the individualities of each of them, being also an inspirational model and influence.   

6.1 Limitations and Future Research Directions  
Despite the ambitious aims of the present study, some limitations were encountered and should 
be addressed in future research. The main limitation is referred to the broad sector that is IT. 
The sample was taken from employees within the IT sector where authors have access to 
(colleagues, connections…) but the worldwide IT sector has not been reached by this study and 
the number of respondents was limited to 129.  Another limitation is the not-differenced survey 
for management and employees, assuming that the collected data is referred to the employees’ 
perspective.  
 
The presented theoretical model does not fully exploit empirical data. It is possible to construct 
different dependencies between factors and test opposite constructs like amotivation and 
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intention to leave with the existing data. Moreover, motivation questions can test a number of 
different aspects that keep responders motivated, which would provide valuable information in 
further studies. The gathered data has only been used to confirm (or not) the specific hypothesis 
of this study.  

In future research, a wider range of samples from worldwide IT organizations should help to 
generalize the findings of this study. The number of respondents should also increase, as for 
some hypotheses, low significance was obtained. Also, a deeper understanding of IT employees’ 
motivation would possibly explain the discrepancies found between literature (general industry) 
and the present study. This way, separate studies taking motivation and retention as the main 
topic, instead of leadership, would provide an insight into other relevant factors.   
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Appendices 

Appendix I: Survey welcome page 

Thank you for considering to participate in this survey.   
The survey is being conducted in part of Master's thesis for Blekinge Institute of Technology, 
School of Management.  
 
The aim of this survey is to investigate the impact of leadership style on employee motivation 
and retention in IT industry.  
 
This questionnaire will probably cost you 5-10 minutes. Kindly select the best answer that you 
think is the most appropriate to your situation. Please try not to spend too much time on any 
one question. Your first thoughts are usually the best.  
 
Kindly complete all the questions even though some of them may not suit you perfectly.  
 
Note that the survey is Completely Anonymous and will be used only for thesis research 
questions.  
 
Thank you for your time. 
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Appendix II: Measures of Key Variables 

Transformational Leadership from Transformational Leadership Inventory (TLI): 

Articulating a vision: (7) My manager is always seeking new opportunities for the 
unit/department/organization; (8) My manager paints an interesting picture of the future for us; 
(9) My manager has a clear understanding of where we are going; (10) My manager inspires 
others with his/her plans for the future; (11) My manager is able to get others committed to 
his/her dream of the future;  

Providing an appropriate model: (12) My manager leads by ‘doing‘ rather than simply by 
‘telling‘; (13) My manager provides a good model to follow; (14) My manager leads by example;  

Fostering the acceptance of group goals: (15) My manager fosters collaboration among work 
groups; (16) My manager encourages employees to be team players; (17) My manager gets the 
group to work together for the same goal; (18) My manager develops a team attitude and spirit 
among his/her employees; 

High performance expectations: (19) My manager shows us that he/she expects a lot from us; 
(20) My manager insists on only the best performance; (21) My manager will not settle for 
second best; 

Individualized support: (22) My manager acts without considering my feelings; (23) My 
manager shows respect for my personal feelings; (24) My manager behaves in a manner that is 
thoughtful for my personal needs; (25) My manager treats me without considering my personal 
feelings; 

Intellectual stimulation: (26) My manager has provided me with new ways of looking at things 
which used to be a puzzle for me; (27) My manager has ideas that have forced me to rethink 
some of my own ideas I have never questioned before; (28) My manager has stimulated me to 
think about old problems in new ways; 
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Transactional Leadership from Transformational Leadership Inventory (TLI): 

Contingent reward: (29) My manager always gives me positive feedback when I perform well; 
(30) My manager gives me special recognition when my work is very good; (31) My manager 
commends me when I do a better than average job; (32) My manager personally compliments me 
when I do outstanding work; (33) My manager frequently does not acknowledge my good 
performance; 

Employee Motivation from The Revised-Motivation at Work Scale (R-MAWS) -The stem 
is “Why do you or would you put efforts into your current job?”: 

Extrinsic Regulation – Social: (34) To get my manager approval; (40) Because my manager 
will respect me more; (46) To avoid being criticized by my manager; 

Extrinsic Regulation – Material: (35) Because my manager will reward me financially only if I 
put enough effort in my job; (41) Because my manager offer me greater job security if I put 
enough effort in my job; (47) Because I risk losing my job if I don’t put enough effort in it;  

Introjected Regulation: (36) Because I have to prove to myself that I can; (42) Because it 
makes me feel proud of myself; (48) Because otherwise I will feel ashamed of myself.; (52) 
Because otherwise I will feel bad about myself; 

Identified Regulation: (37) Because I personally consider it important to put efforts in this job; 
(43) Because putting efforts in this job aligns with my personal values; (49) Because putting 
efforts in this job has personal significance to me; 

Intrinsic Motivation: (38) Because I have fun doing my job; (44) Because what I do in my work 
is exciting; (50) Because the work I do is interesting; 

Amotivation: (39) I don't, because I really feel that I'm wasting my time at work; (45) I do little 
because I don’t think this work is worth putting efforts into; (51) I don’t know why I’m doing 
this job, it’s pointless work;  
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Employee Retention (Kyndt, 2009): 

Intention to leave: (53) I’m planning on working for another company within a period of three 
years; (59) If I could start over again, I would choose to work for another company; (60) If I 
received an attractive job offer from another company, I would take the job; (63) I have checked 
out a job in another company previously; 

Intention to stay: (57) It doesn’t matter if I’m working for this company or another, as long as I 
have work; (58) If it were up to me, I will definitely be working for this company for the next 
five years; 

Future prospects within the company: (55) If I wanted to do another job or function, I would 
look first at the possibilities within this company; (56) I see a future for myself within this 
company;  

Motivated in their job: (54) Within this company my work gives me satisfaction; (61) The work 
I’m doing is very important to me; (62) I love working for this company;  
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Appendix III: Bivariate analysis: Pearson cor. 
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Appendix IV: Initial CFA model 
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Appendix V: Assessment of normality and 
questions loadings from CFA analysis 
 
 
Variable min max skew c.r. kurtosis c.r. 
EXM 1,000 7,000 ,394 1,820 -,450 -1,039 
INM 1,000 7,000 -,783 -3,618 ,529 1,221 
Contingent_reward 1,000 5,000 -,808 -3,730 ,241 ,557 
FPC 1,000 5,000 -,660 -3,048 ,052 ,121 
INT 1,000 5,000 -,995 -4,596 ,658 1,519 
MOD 1,000 5,000 -,648 -2,994 -,392 -,905 
MIJ 1,000 5,000 -1,194 -5,516 1,687 3,896 
VIS 1,000 5,000 -,755 -3,486 -,261 -,603 
GRG 1,000 5,000 -1,101 -5,083 ,921 2,128 
Multivariate     23,060 9,270 
 
   Estimate 
VIS <--- transformational ,856 
GR
G 

<--- transformational ,838 

MIJ <--- retention ,937 
MO
D 

<--- transformational ,832 

INT <--- transformational ,825 
FPC <--- retention ,716 
 
 Estimate 
FPC ,513 
INT ,680 
MOD ,693 
MIJ ,878 
VIS ,733 
GRG ,702 
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Appendix VI: CFA reduced model details 

Transformational leadership construct: 

VIS - Articulating a vision: (7) My manager is always seeking new opportunities for the 
unit/department/organization; (8) My manager paints an interesting picture of the future for us; 
(9) My manager has a clear understanding of where we are going; (10) My manager inspires 
others with his/her plans for the future; (11) My manager is able to get others committed to 
his/her dream of the future;  

MOD - Providing an appropriate model: (12) My manager leads by ‘doing’ rather than simply 
by ‘telling‘; (13) My manager provides a good model to follow; (14) My manager leads by 
example;  

GRG - Fostering the acceptance of group goals: (15) My manager fosters collaboration 
among work groups; (16) My manager encourages employees to be team players; (17) My 
manager gets the group to work together for the same goal;  

INT - Intellectual stimulation: (26) My manager has provided me with new ways of looking at 
things which used to be a puzzle for me; (27) My manager has ideas that have forced me to 
rethink some of my own ideas I have never questioned before; (28) My manager has stimulated 
me to think about old problems in new ways; 

 

Transactional leadership (Contingent reward):  

(29) My manager always gives me positive feedback when I perform well; (30) My manager gives 
me special recognition when my work is very good; (31) My manager commends me when I do a 
better than average job; (32) My manager personally compliments me when I do outstanding 
work;  
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Intrinsic Motivation (INM): 

(38) Because I have fun doing my job; (44) Because what I do in my work is exciting; (50) 
Because the work I do is interesting; 

 

Extrinsic Regulation – Material (EXM): 

(41) Because my manager offers me greater job security if I put enough effort in my job; (47) 
Because I risk losing my job if I don’t put enough effort in it;  

 

Retention Construct: 

FPC - Future prospects within the company: (55) If I wanted to do another job or function, 
I would look first at the possibilities within this company; (56) I see a future for myself within 
this company;  

MIJ - Motivated in their job: (61) The work I’m doing is very important to me; (62) I love 
working for this company;  
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Glossary 
 
AMOS A software with graphical interface for structural equation modeling. 

bivariate analysis A statistical method investigating relationships between to paired 
data samples (variables). 

composite variable A composite variable is created by combining two or more 
individual variables, called indicators, into a single variable using 
arithmetic mean. 

construct A set of variables that are highly interrelated and grouped together. 

Cronbach's Alpha A function measuring reliability, or internal consistency of variables. 

eigenvalue A variance of the variable or factor. 

factor Sets of variables that are highly interrelated. 

latent Not directly observed. 

Likert scale A type of rating scale used to measure attitudes or opinions where 
neutral item is in the middle of the scale. 

model A representation and operation of the theory. 

model fit Goodness-of-fit statistics to determine whether the model 
adequately describes the data. 

multivariate analysis A statistical method investigating relationships between two and 
more variables. 

Pearson correlation A sample correlation coefficient from bivariate analysis. 

Structural Equation 
Modeling 

A combination of mathematical models and statistical methods. 

variables loadings Covariances/correlations between the original variables and the 
unit-scaled components. 

varimax rotation An orthogonal rotation method that minimizes the number of 
variables that have high loadings on each factor. 

 


