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Abstract

This study explores the relationship between leadership styles and employee
engagement in Nigerian financial institutions, focusing on three major banks—Zenith
Bank, Guaranty Trust Bank (GTBank), and Access Bank. The study adopts a quantitative
research design using a survey approach with structured Likert-scale questionnaires
distributed among employees. Hypothetical data were used to analyze leadership
dimensions (transformational, transactional, and laissez-faire) and engagement
indlicators (vigor, dedication, and absorption). Descriptive statistics, correlation, and
regression analyses were used to examine the relationships among variables.

Findings reveal that transformational leadership has the strongest positive influence on
employee engagement, fostering enthusiasm, creativity, and a sense of belonging
among staff. Transactional leadership showed a moderate relationship, promoting
compliance and performance through structured rewards. However, laissez-faire
leadership had a negative effect, leading to disengagement and reduced motivation.
The study concludes that leadership style significantly impacts employee engagement,
recommending the adoption of transformational leadership strategies to enhance
motivation and productivity across Nigerian financial institutions.
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Introduction

Leadership remains a cornerstone of organizational performance and sustainability. In
the context of Nigerian financial institutions, leadership style determines not only how
employees perform but also how engaged they remain in achieving corporate goals.
The banking sector in Nigeria is one of the most competitive industries, characterized
by rapid technological innovation, customer-centric reforms, and a constant drive for
profitability. In this environment, effective leadership is critical for sustaining employee
engagement and achieving consistent performance (Armstrong, 2021).

Employee engagement refers to the level of enthusiasm and commitment an employee
exhibits toward their work and organization (Kahn, 1990). Engaged employees
demonstrate higher productivity, innovation, and loyalty (Schaufeli et al., 2002). Yet,
many Nigerian banks face challenges in maintaining engagement due to work pressure,
leadership gaps, and organizational restructuring (Macey & Schneider, 2020).

Leadership style, therefore, becomes an essential determinant of how employees
perceive their roles and connect with the organization’s vision. Transformational leaders
inspire and motivate employees beyond immediate self-interest, while transactional
leaders rely on structure and reward mechanisms (Bass, 1999). Laissez-faire leaders, on
the other hand, often create environments of uncertainty and disengagement due to
lack of direction (Northouse, 2022).

This study aims to examine how leadership styles influence employee engagement in
Nigerian financial institutions. The focus is on Zenith Bank, GTBank, and Access Bank—
three major players with diverse leadership cultures and organizational climates.

Objectives of the Study

The main objective of this study is to analyze the impact of leadership styles on
employee engagement in selected Nigerian financial institutions. The specific objectives
are:

» To identify the prevalent leadership styles in Nigerian financial institutions.

»= To evaluate the level of employee engagement among employees of Zenith
Bank, GTBank, and Access Bank.

= To determine the relationship between leadership styles and employee
engagement.

= To recommend leadership strategies that can improve employee engagement in
Nigerian banks.



3. Literature Review
3.1 Concept of Leadership Style

Leadership style refers to the behavioral pattern that a leader adopts to influence
subordinates in achieving organizational objectives. According to Burns (1978),
leadership can be transformational, transactional, or laissez-faire. Transformational
leaders stimulate subordinates intellectually, communicate a compelling vision, and pay
attention to individual needs. In contrast, transactional leaders focus on exchanges—
rewarding compliance and penalizing deviation. Laissez-faire leadership, often described
as a passive approach, is marked by minimal involvement and lack of feedback
(Northouse, 2022).

In the Nigerian banking context, leadership plays a central role in maintaining
organizational stability and performance. Effective leaders in banks manage change,
foster innovation, and motivate employees to deliver quality service in a competitive
environment.

3.2 Employee Engagement

Employee engagement is a multidimensional construct that describes how emotionally
and cognitively connected employees are to their work roles (Kahn, 1990). Engaged
employees exhibit high energy, dedication, and absorption in their work (Schaufeli et
al., 2002). Armstrong (2021) noted that engagement is driven by trust, fairness,
leadership communication, and opportunities for growth.

Employee engagement in Nigerian banks has become increasingly important as
institutions navigate reforms, digital transformation, and competitive service delivery.
Engagement not only improves productivity but also reduces turnover intention,
absenteeism, and burnout (Avolio & Bass, 2019).

3.3 Leadership and Engagement Nexus

Numerous studies have established a strong link between leadership style and
employee engagement. Transformational leadership fosters a culture of recognition,
autonomy, and inspiration, leading to higher engagement (Bass, 1999). Transactional
leadership provides structure and clarity but may limit creativity (Macey & Schneider,
2020). Laissez-faire leadership has been found to diminish employee morale and
participation (Northouse, 2022).



In the Nigerian context, Omoregie (2020) found that transformational leadership
behaviors significantly enhance job satisfaction and employee commitment in financial
institutions. Similarly, Adetunji and Olaniyan (2021) reported that employees who
perceive their leaders as supportive and visionary tend to show greater work
enthusiasm and organizational citizenship behavior.

3.4 Conceptual Framework

The conceptual framework of this study assumes leadership style as the independent
variable and employee engagement as the dependent variable. Leadership is
categorized into three dimensions—transformational, transactional, and laissez-faire—
while engagement is measured through vigor, dedication, and absorption. The
underlying assumption is that leadership behavior directly influences employee
engagement outcomes.

4.0 Theoretical Framework

This study is underpinned by two main theories that explain how leadership styles
influence employee engagement within organizational contexts: Bass’s Transformational
Leadership Theory (1985) and Kahn’s Psychological Conditions of Engagement Theory
(1990).

4.1 Transformational Leadership Theory (Bass, 1985)

Transformational Leadership Theory, developed by Bass (1985), proposes that effective
leaders motivate followers to transcend their self-interests for the sake of organizational
goals. The theory identifies four key components:

Idealized Influence: Leaders act as role models, earning trust and respect.

Inspirational Motivation: Leaders communicate a compelling vision that inspires
employees.

Intellectual Stimulation: Leaders encourage creativity and innovation by challenging
assumptions.

Individualized Consideration: Leaders attend to employees’ needs, mentoring and
supporting their development.

In the Nigerian banking environment, transformational leadership is especially relevant
due to the dynamic nature of the sector, where innovation and adaptability are key.
Leaders who embrace this style are better positioned to engage employees and
enhance performance.

4.2 Kahn's Engagement Theory (1990)



Kahn'’s theory posits that employee engagement arises when workers find
meaningfulness, safety, and availability in their roles. Meaningfulness stems from tasks
that are challenging and aligned with one’s values. Safety is experienced when the
organizational environment supports open communication, and availability relates to
having the physical and emotional energy to perform one’s role effectively.

When leaders provide supportive, inspiring, and fair work conditions, employees are
more likely to experience psychological safety and become deeply engaged in their
work (Kahn, 1990).

4.3 Integration of Theories

The two theories collectively provide a foundation for understanding how leadership
styles influence engagement. Transformational leaders create meaningful, safe, and
supportive environments, thereby satisfying the three psychological conditions outlined
by Kahn. The integration suggests that leadership behaviors directly influence how
engaged employees feel in the workplace.

5. Methodology
5.1 Research Design

This study adopted a quantitative survey research design, as it allows for objective
measurement and statistical analysis of relationships between variables. The approach
was deemed appropriate to quantify perceptions of leadership styles and employee
engagement levels across selected financial institutions.

5.2 Population and Sampling

The study targeted employees of Zenith Bank, GTBank, and Access Bank in Lagos and
Ibadan, Nigeria. The total population of employees across the branches surveyed was
approximately 1,500. Using stratified random sampling, 180 employees were selected—
60 from each bank. The sample was distributed across managerial, supervisory, and
clerical levels to ensure diversity.

5.3 Research Instrument

A structured questionnaire was designed using a 5-point Likert scale:

1 = Strongly Disagree, 2 = Disagree, 3 = Neutral, 4 = Agree, 5 = Strongly Agree.
The instrument was divided into three sections:

Section A: Demographic information

Section B: Leadership styles (transformational, transactional, and laissez-faire)



Section C: Employee engagement dimensions (vigor, dedication, absorption)
5.4 Data Collection

Due to the hypothetical nature of this research, data were generated to simulate
responses typical of Nigerian financial institutions. The distribution of responses was
based on previous studies on employee engagement in similar contexts (Adetunji &
Olaniyan, 2021; Omoregie, 2020).

5.5 Data Analysis Techniques

Data were analyzed using descriptive statistics, Pearson correlation, and linear
regression analyses. These methods tested the relationships between leadership styles
and employee engagement. The Statistical Package for Social Sciences (SPSS version
25) was assumed for analysis.

6. Hypothetical Data Presentation and Analysis
6.1 Descriptive Statistics

The table below summarizes the mean scores and standard deviations for the three
leadership styles across all respondents (n = 180).

Leadership Mean | Standard Engagement Interpretation

Style Deviation Indicator Mean

Transformational | 4.32 | 0.61 4.45 High positive
engagement

Transactional 3.76 |0.72 3.95 Moderate
engagement

Laissez-faire 2.18 |0.90 2.20 Low engagement

Interpretation:

Employees reported that transformational leadership practices were most common and
most positively associated with engagement. Transactional leadership was moderately
effective, while laissez-faire leadership had the lowest ratings, suggesting
disengagement among employees where such leadership was prevalent.



6.2 Correlation Analysis

To test the relationship between leadership styles and employee engagement, the
Pearson correlation coefficient (r) was computed as shown below.

Leadership Correlation (r) with p- Interpretation
Style Employee Engagement value
Transformational | 0.84 0.000 | Strong positive
relationship
Transactional 0.58 0.012 | Moderate positive
relationship
Laissez-faire -0.45 0.028 | Negative relationship
Interpretation:

Transformational leadership showed a strong and significant positive relationship with
employee engagement. Transactional leadership also had a significant but moderate
relationship, while laissez-faire leadership negatively affected engagement levels.

6.3 Regression Analysis

The regression model assessed the predictive power of leadership styles on employee
engagement. The model summary is presented below.

Model R R2 | Adjusted Sig.
R2 (p)

Leadership Styles — Employee 0.8510.720.70 0.000

Engagement

Interpretation:

The model explained approximately 72% of the variation in employee engagement. This
implies that leadership styles collectively have a substantial influence on employee
engagement within Nigerian financial institutions.

7. Discussion of Findings

The findings of this quantitative study highlight the significant role leadership styles play
in shaping employee engagement within Nigerian financial institutions. The results are



consistent with global empirical evidence while revealing contextual insights relevant to
the Nigerian banking sector.

7.1 Transformational Leadership and Employee Engagement

The strong positive correlation (r = 0.84, p < 0.01) between transformational
leadership and employee engagement underscores the centrality of visionary and
inspirational leadership in motivating employees. Leaders who communicate a
compelling vision, demonstrate empathy, and encourage innovation create an
environment where employees feel valued and connected to organizational goals.

This aligns with findings from Akinbode and Shadare (2019), who reported that
transformational leadership fosters commitment and enhances morale among bank
employees in Lagos. Similarly, Bass and Riggio (2006) asserted that transformational
leaders inspire employees to exceed expectations by appealing to higher-order needs.

Within Nigerian financial institutions, where employees face high workload pressure,
transformational leaders who provide mentorship, clarity, and recognition are crucial for
sustaining engagement. The emphasis on individual consideration helps employees feel
recognized, while inspirational motivation fosters collective resilience and goal
alignment.

7.2 Transactional Leadership and Employee Engagement

The moderate positive correlation (r = 0.58, p < 0.05) suggests that transactional
leadership—based on rewards and performance targets—has a limited but positive
influence on engagement. Transactional leadership is essential for maintaining
operational structure and discipline, particularly in a highly regulated sector like
banking.

However, the reliance on extrinsic motivation limits its long-term effectiveness.
Employees may meet expectations to earn rewards but lack emotional connection to
the organization. Studies by Uche and Ehikioya (2021) similarly revealed that
transactional leadership motivates compliance but does not inspire discretionary effort,
a key indicator of engagement.

7.3 Laissez-Faire Leadership and Employee Engagement

The negative correlation (r = -0.45, p < 0.05) indicates that laissez-faire leadership
diminishes engagement levels. In contexts where leaders are disengaged or indecisive,
employees experience confusion, low morale, and diminished commitment. This finding
corroborates Adebayo and Ogunleye (2020), who found that laissez-faire practices in
Nigerian service firms led to increased turnover intentions and reduced productivity.



Given the dynamic and competitive nature of financial institutions, passive leadership is
detrimental. Employees require guidance, timely feedback, and structured
communication to perform effectively.

8. Implications of the Study
8.1 Theoretical Implications

This study reinforces the relevance of Bass’s Transformational Leadership Theory and
Kahn’s Engagement Framework in the African context. The strong relationship observed
validates the assumption that leadership behaviors are antecedents to psychological
engagement. It also provides empirical support for integrating Western leadership
theories into African organizational frameworks with contextual adaptation.

8.2 Managerial Implications

For managers in Nigerian financial institutions, the study underscores the necessity of
adopting transformational behaviors—such as mentoring, open communication, and
vision-sharing. Leadership training programs should emphasize emotional intelligence,
creativity, and adaptability.

Institutions like Zenith Bank, GTBank, and Access Bank can leverage leadership
development to foster a high-engagement culture, reduce turnover, and improve
customer satisfaction.

8.3 Policy Implications

At the policy level, the Central Bank of Nigeria (CBN) and Chartered Institute of Bankers
of Nigeria (CIBN) could develop leadership competency frameworks as part of their
capacity-building agenda. This will ensure consistency in leadership quality across the
sector, promoting sustainable engagement and ethical performance.

Conclusion

This study examined the relationship between leadership styles and employee
engagement within Nigerian financial institutions, focusing on Zenith Bank, GTBank,
and Access Bank. The results demonstrate that transformational leadership has the
most substantial positive effect on employee engagement, followed by transactional
leadership, while laissez-faire leadership exerts a negative effect.

The findings suggest that organizations that prioritize transformational leadership
practices—characterized by vision, inspiration, and individualized support—are more
likely to cultivate engaged, motivated, and loyal employees. Employee engagement, in
turn, enhances innovation, customer service, and organizational performance.



Thus, leadership transformation is not merely a managerial necessity but a strategic
imperative for Nigeria’s financial institutions seeking sustainable competitiveness.

Recommendations

Leadership Development: Banks should design continuous leadership training programs
emphasizing transformational skills—visionary thinking, communication, and empathy.

Employee Empowerment: Managers should encourage participatory decision-making,
allowing employees to contribute ideas and feel ownership of outcomes.

Performance Feedback Systems: Regular feedback and recognition should be
institutionalized to strengthen engagement and reinforce positive behavior.

Institutional Culture Reform: Organizations should cultivate cultures that reward
innovation and transparency, reducing reliance on transactional incentives.

Leadership Accountability: Supervisors should be evaluated not only on performance
outcomes but also on their ability to foster team engagement and development.

Limitations of the Study
Although this study provides valuable insights, it is not without limitations.
The research utilized hypothetical data, which, while realistic, lacks external validation.

The focus on three major banks may limit generalizability to smaller financial
institutions.

The cross-sectional design does not account for changes in leadership or engagement
over time.

Future research using longitudinal methods and actual field data is recommended to
validate and extend these findings.

Suggestions for Future Research
Future studies could:

Examine the moderating effects of organizational culture on the leadership—
engagement relationship.

Explore the role of digital leadership in driving engagement within tech-driven banking
environments.

Conduct comparative studies across regions in Nigeria or between public and private
financial institutions.



Such research would deepen understanding and enhance leadership strategies tailored
to emerging workplace realities.
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