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Abstract: Leadership is a key factor for determining success or failure of an organization. As a result, a num-
ber of organizations underperform and fail to achieve their objectives because of problem of leadership.
Therefore, it is important to study leadership styles and address accompanying problems to enhance organiza-
tional success. This study was conducted in Haramaya University to determine the impact of selective leader-
ship style on corporate success. A total of 80 respondents (n = 80) from various management levels were ran-
domly selected and requested to fill a questionnaire. The data were subjected to statistical analyses. Correlation
analysis was employed to determine the associations between the independent variables (laissez-faire leader-
ship, transactional leadership and transformational leadership) and the dependent variable (corporate success)
and linear regressions analysis and independent t- test were employed to determine the impact of those leader-
ship styles on corporate success. The result showed that transformational leadership style (3 = 0.492), and
transactional leadership style (3 = 0.392) have a positive significant impact on corporate success and that of
laissez-faire leadership style (3 = -0.789) has a negative significant impact on corporate success. Based on this
findings, leaders at Haramaya University should avoid laissez-faire leadership style by becoming more involved
in guiding their subordinates. On the other hand, leaders at Haramaya University should formulate and im-
plement effective rewards and recognition (motivation) systems. It was further recommended that Haramaya
University leaders should strive to become transformative by providing meaning and challenge to work,
stimulating subordinate efforts to become more innovative and creative, and paying greater attention to each
individual’s need for achievement and growth.
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1.Introduction

Leadership is one of the key factors which can drive a busi-
ness to either success or failure (Fairholm, 2004). Leader-
ship today faces a challenges to maintain a strategic vision,
coping with ubiquitous and advancement of technology,
fluctuations in budget and staffing. Leadership is defined in
terms of L-listening and learning from others, E-energizing
the organization, A-acting for the benefit of everybody, D-
development of themselves and others, E-empowerment of
others to lead and R-recognition of achievement (Baldoni,
2000). Leadership is a process whereby an individual influ-
ences a group of individuals to achieve a common goal
(Northouse, 2007). Leadership is an attempt to use non-
coercive types of influence to motivate individuals to ac-
complish some goals (Gibson ¢ a/., 1994).

One way in which organizations have sought to cope with
the increasing volatility and turbulence of the external envi-
ronment is by training and developing leaders and equipping
them with the skills to cope dynamic and complex nature of
the organizations (Hennessey, 1998). Leadership concerns
managers undergoing highly complex interactions with their
social, task and organisational environments, thus the ef-
fects that leaders can have on organisation, on employees
and on job task, are also highly complex and dynamic and
require further investigation (Fiedler, 1996). Therefore,
leadership is about more than the supervision of others, and
involves the diverse interactions between leader, individuals
in work place, task and the organisation. A leader is a per-
son who takes the central role in interactions and who influ-
ences the behavior of other members of the group to
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achieve stated common goal (Fatokun ef a/, 2010). Leader-
ship must be defined in terms of the ability to build and
maintain a group that performs in doing decision making
for an organization. Leaders should be evaluated in terms of
the performance of the group over time and their leadership
skills. The true leaders really know their responsibility to
give order and engage with subordinates in order to adapt to
situations. This means leaders are using the most appropri-
ate style to suit the people and circumstances at particular
time. Bohn and Grafton (2002) stated that leadership means
the way to create a clear vision, filling their subordinates
with self-confidence, created through coordination and
communication to detail. Leadership is an activity of a
member who is a leader of the group to influence a group
member to achieve its goals (Lussier and Achua, 2007).

1.1. Leadership Approaches

Leadership approaches of the leaders cover many areas of
leadership styles. In this study, three most prominent types
of leadership styles are to be focused on, namely: Laissez-
faire, transactional, and transformational leadership styles.
The approach is chosen because of its prevalence in man-
agement research and the efficacy demonstrated through
research findings.

1.1.1. Laissez-faire Style

Laissez-faire leadership can be described as a non-directive,
passive and inactive style. Leaders of this style believe that
internal drives and beliefs motivate the follower to act. An
avoidant leader may either not intervene in the work affairs
of subordinates or may completely avoid responsibilities as
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a superior and is unlikely to put in effort to build a relation-
ship with subordinates (Puni ef e/, 2014). Laissez-faire style
is associated with dissatisfaction, unproductiveness, and
ineffectiveness (Deluga, 1992). Laissez-faire leaders are
characterized as uninvolved with their followers and mem-
bers; in fact, laissez-faire leadership is an absence of leader-
ship style. The roles of laissez-faire followers include self-
monitoring, problem solving, and producing successful end
products. Laissez-faire leaders are most successful in envi-
ronments with highly trained and self-directed followers.
Laissez-faire leadership is appropriate in particular settings
such as science laboratories or established companies with
long-term employees. Laissez-faire leadership is not suited
to environments in which the members require feedback,
direction, oversight, flexibility, or praise (Gastil, 1994). A
laissez-faire leader lives and works with whatever structure
put in place without any suggestions or criticisms. Goals
and objectives are established only when necessary and re-
quired. The leader is not control-frisk and abdicates control-
ling to employees. The leader turns away from decision-
making as much as possible and would like to avoid com-
munication but communicates only when needed (Puni ¢7 ¢/,
2013). The leader in this style sets few rules for processing
the issues in the organization and then delegates them to the
subordinates. The leader needs to know very well the level
of knowledge, competence and integrity of his followers to
be able to delegate the tasks. This style helps the followers
to invest their talents and abilities to the maximum level.
Laissez-Faire leaders do not influence the organization cul-
ture due to minimal interactions between the leader and the
followers. This is called extremely laid-back leaders. This is a
leader who lets the group take whatever action its members
feel is necessary (Daly, 2004; Speedy and Jackson, 2004).

1.1.2. Transactional Style

Transactional leaders focus mainly on the physical and the
security needs of subordinates. The relationship that evolves
between the leader and the follower is based on bargaining
exchange or reward systems (Bass, 1985; Bass and Avolio,
1993). Transactional leadership is usually characterized as
instrumental in followers’ goal attainment (Bass, 1997). Ma-
jor components in transactional leadership are contingent
reward, active management by exception and passive man-
agement by exceptions are described by Bass (1997);

Contingent reward: whereby subordinates performance is
associated with contingent rewards or exchange relation-

ship.

Active Management by exception: whereby leaders mon-
itor followers’ performance and take corrective measures if
deviations occur to ensure that outcomes are achieved.

Passive Management by exception: whereby leaders fail
to intervene until problems become serious (Bass, 1997).
According to Bass and Avolio (1993), transactional leaders
try to motivate their followers through extrinsic rewards.
Contingent reward is therefore the exchange of rewards for
meeting agreed-on objectives. Active management by ex-
ception which occurs when the leader monitors followers to
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ensure mistakes are not made. In passive management by
exception, the leader intervenes only when things go wrong.

1.1.3. Transformational Style

Transformational leaders encourage subordinates to put in
extra effort and to go beyond what subordinates expected
before (Burns, 1978). The subordinates of transformational
leaders feel trust, admiration, loyalty, and respect toward
leaders and are motivated to perform extra-role behaviours
(Bass, 1985; Katz and Kahn, 1978). Transformational lead-
ers achieve the greatest performance from subordinates
since they are able to inspire their subordinates to raise their
capabilities for success and develop subordinates’ innovative
problem solving skills (Bass, 1985). This leadership style has
also been found to lead to higher levels of organizational
commitment and is associated with corporate performance
(Batling et al, 1996). Transformational leadership theory
focuses more on change, and inspires followers to have a
shared vision and goals of an organization, challenges them
to be innovative, problem solvers, and also helps to develop
followers’ leadership capabilities through coaching, mentor-
ing and by providing both challenge and support to the
followers. From a transformational leadership perspective,
leadership is considered to be about doing what has never
been done, and it includes visionary and charismatic leader-
ship. Bass (2008) has identified transformational leadership
as idealized influence, inspirational motivation, intellectual
stimulation, and individualised consideration.

Idealized influence (charisma): They atre the charismatic
elements in which leaders become role models who are
trusted by subordinates. The leaders show great persistence
and determination in the pursuit of objectives, show high
standards of ethical principles and moral conduct, sacrifice
self-gain for the gain of others, consider subordinates needs
over their own needs, and share successes and risks with
subordinates.

Inspirational motivation: Leaders behave in ways that
motivate subordinates by providing meaning and challenge
to their work. The spirit of the team is aroused while enthu-
siasm and optimism are displayed. The leader encourages
subordinates to envision attractive future states while com-
municating expectations and demonstrating a commitment
to goals and a shared vision.

Intellectual stimulation: Leaders stimulate their subordi-
nates’ efforts to be innovative and creative by questioning
assumptions, reframing problems, and approaching old
situations in new ways. The intellectually stimulating leader
encourages subordinates to try new approaches but empha-
sizes rationality.

Individualised consideration: 1.eaders build a considerate
relationship with each individual, pay attention to each indi-
vidual’s need for achievement and growth by acting as a
coach or mentor, developing subordinates in a supportive
climate to higher levels of potential. Individual differences
in terms of needs and desires are recognized.
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1.2. Leadership and Corporate Success

According to Warigon (2012), organizations, whether they
are educational, business, industrial, government, military,
service, healthcare, or entertainment focused, are made up
of people. It is people who provide leadership, stewardship
and followership in every organization. It is people who
make things happen in all organizations. To understand the
causes of organizational behaviors without an understand-
ing of people is like trying to understand the cause of a
moving vehicle without knowing about the engine and driv-
er. Fiedler (1996) argued that the effectiveness of leadership
to a large extent is responsible for corporate success or fail-
ure. Of course, where organizations that people are their
most important asset and that their strength is their people.
The rapidly changing nature of today's economy and global
competitiveness requires a fundamental rethinking in how
organizations manage and motivate people for corporate
success. Organizations will not be successful or survive if
they do not pay sufficient attention to their working people.
They want to do their best every working day to help make
their organizations successful (Shaw, 1997). The essence of
leadership is influence, leadership could broadly be defined
as the art of mobilizing others to corporate success (Kouzes
and Posner, 1995). However, it could be argued this influ-
ence, mobilization and struggle is of little value in an organ-
izational context unless it ultimately yields an outcome in
line with the shared aspiration for leadership to be success-
ful. In today’s globalized world, with organizations coping
with rapidly changing environments, leaders face a new real-
ity in corporate success (Reger, 2001). What is now needed
are leaders who simultaneously can be agents of change and
centres of gravity, keep internal focus and enable people
and organization to adapt and be successful (Metcalfe,
1998). Furnham (2002) asserts that the appropriate meas-
urement outcome from leadership quality is effectiveness
(reflecting the leader’s efficacy in achieving organizational
outcomes, objectives, goals and subordinates needs in their
job). Thus, the measure of corporate success (Figure 1) in
the current study represented the degree to which the insti-
tution achieved its objective.

Independent factors

| Laissez-faire leadership |\

Dependent factor

}—b Corporate success

| Transactional leadership

| Transformational leadership '/'

Figure 1. Conceptual model showing the impacts of selective lead-
ership style on corporate success.

Source: Developed from Furnham (2002)

Currently, Ethiopian higher education leaders, academics
and other staff members often find themselves in this situa-
tions, where financial pressure, decentralization and demand
for accountability have implications on their human re-
source management and leadership capabilities. Balancing
public and institutional interest, increasing dynamics in re-
cruitment, and systematizing staff development, attracting a

new generation of staff, developing competencies in a long
term perspective, meeting short term demands on produc-
tivity and societal relevance, copying with new features in
remuneration systems and performance evaluation, solving
conflicts of interest in employments in a global perspective
depends on effective leadership. Haramaya University as
one of the higher earning institutions has leadership chal-
lenges to attain the corporate success. Many of the senior
management team of the university agree that people are the
most valuable assets. However, they are underutilized and
pootly motivated as a result of which they perform below
their potential. The objective of this study was to elucidate
the style and effectiveness of leadership at Haramaya Uni-
versity and identify critical problems that need to be ad-
dressed for enhancing the performance of the institution.

2. Materials and Methods

Data were solicited from the Offices of Vice-Presidents,
Directors, Associate Directors, Deans, Associate Deans,
Department Heads, School Heads, Team Leaders, and Su-
pervisors of the University using a structured questionnaire.
A total of 80 out of 86 office holders completed and re-
turned the questionnaire. This accounted for ninety three
(93%) response rate. The leadership factors used to measure
transformational, transactional and laissez-faire leadership
style in this study are from the Multifactor Leadership
Questionnaire (MLQ) developed by Bass and Avolio (2004).
The questionnaire included the construct items adapted
from previous studies (Bass and Avolio, 2004) and modified
to fit the current study. The completed questionnaires were
checked for plausibility, integrity and completeness. Three
independent variables (laissez-faire, transactional, and trans-
formational leadership styles) with various factors were
identified and measured using a five-point scale. The de-
pendent factor was represented by the degree to which the
organization has achieved its corporate objectives. The data
analysis involved computing descriptive statistics as fre-
quencies and percentages for analysing characteristics of the
subjects in order to provide a description of the sample
from which data were collected such as descriptive infor-
mation on age, gender, position and working experience.
Correlation analysis, t-test and regressions analysis were
employed to examine impact of selective leadership styles
on corporate success. The researcher also used observations
during meetings and other social functions to grasp the ac-
tual phenomena happening in the real environment. A strat-
ified sampling technique was used to consider the sample
from the population. It is necessary to select a subsection of
the elements from the population under consideration to
make the research more manageable (Williams, 1997). If this
subsection is chosen following the correct principles, it
should be possible to draw inferences about the characteris-
tics of the population on the basis of the statistics derived
from the sample (Brannick, 1997). According to Yamene
(1967) as cited by Israel (1992) the appropriate sample size
can be determined if the population along with the required
level of precision is known.
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The formula is presented hereunder using 95% confidence
level.
ne N e 110

1+ N(e?) 1+110(.05%)

Where:  nis the sample size,
N is the population size, and
¢ is the level of precision or significance level.

All leadership variables, intellectual stimulations, Idealized
influence, inspirational motivations, individualized considet-
ation, contingent reward, management by exception (active),
management by exception (passive) and Laissez-faire) and
corporate success were tested for their reliability. The relia-
bility of the measures was examined through the calculation
of Cronbach’s alpha coefficients. For scale acceptability,
Hair e a/ (1998) suggested that Cronbach’s alpha coefficient
of construct is 0.6. If each domain obtains the value 0.6, it
means that the items in each domain are understood by
most of the respondents. On the other hand, if the findings
are far from the expected value of 0.6, this might be caused
by respondents’ different perception toward each item of
the domain. The Cronbach’s alpha values for all the varia-
bles considered are greater than 0.6 and this indicates the
items in each of the domains are well understood by the
respondents. The items have measured what they were de-
signed to measure and were reliable (Table 1).

Table 1. Cronbach alpha («) coefficient table.

St. Cronbat
Variable No. Mean Dev ch’s o
Intellectual stimulations 80 3902 0.318 0.843
Idealized influence 80 3473  0.373 0.981
Inspirational motivations 80 3.878  0.235 0.983
Individualized consideration 80 3189  0.427 0.881
Contingent reward 80 3.383  0.095 0.885

Mgmt. by exception (active) 80 3.783  0.000 0.963
Mgmt. by exception (passive) 80 2475 0.401 0.948
Laissez-Faire 80 2.150  0.197 0.974
Corporate success 80 2.801  0.830 0.767

3. Results and Discussions

Ninety-three percent (93%) of the respondents were male
and 7% were female. The age of 46% of the respondents
ranged between 30 and 35 years. Forty percent of the re-
spondents were in the age group ranging between 36 and 41
years whereas 14% of the respondents were in the age
group of above 42 years. About 74% percent of the re-
spondents held the position of head of department or its
equivalent whereas about 26% constituted those holding the
positions of vice-presidents, directors, deans, associate di-
rectors, and associate deans. The results revealed that slight-
ly more than two-thirds (67.9%) of the respondents have
worked for more than 11 years at the university whilst
slightly less than one-third (32.1%) have worked at the uni-
versity for less than 11 years. Descriptive data statistics
(mean and standard deviations) were used for evaluating the
four transformational leadership subscales, three transac-
tional leadership subscales, one laissez-faire subscale and
corporate success factors as indicated by the respondents. A

54

East African Journal of Sciences Volume 11 (1) 51-58

higher mean value generally means that there is a higher
level of association of leadership style variables and the cot-
porate success. This implies transformational leadership
variables (intellectual stimulations, individualized considera-
tion, inspirational motivations, and idealized influence) and
transactional leadership (management by exception (active)
and contingent reward have strong association with corpo-
rate success (Table 2).

Table 2. Leadership variables descriptive statistics (score)
values.

Variable No. Mean  St. Dev
Intellectual stimulation 80 3.902 0.318
Idealized influence 80 3.473 0.373
Inspirational motivations 80 3.878 0.235
Individualized consideration 80 3.189 0.427
Contingent reward 80 3.383 0.095
Mgmt by exception (active) 80 3.783 0.000
Mgmt by exception (passive) 80 2.475 0.401
Laissez-Faire 80 2.150 0.197
Corporate success 80 2.801 0.830

Pearson correlation technique was used to evaluate the rela-
tionship between two continuous variables, hence, to test
the relationship between two variables in a linear fashion
(Parasuraman ez al., 1988). The independent leadership vari-
ables (intellectual stimulations, idealized influence, inspira-
tional motivations, individualized consideration, contingent
reward, management by exception (active) and exception
(passive) and laissez-faire) were correlated with dependent
variable corporate success. Correlation depicts the strength
of linear relationship between two variables. Correlation
coefficients run from -1 to +1. Correlation coefficients
close to -1 show a strong inverse relation whilst a coefficient
close to +1 denotes a strong direct relation (Iversen and
Gergen, 1997). As it can be seen (Table 3), correlations be-
tween the transformational-leadership factors and corporate
success (intellectual stimulations 0.960, idealized influence
0.660, inspirational motivations 0.758 and individualized
considerations 0.632) were high. This implies the transfor-
mational leadership has a strong correlation with corporate
success. The result shows transformational leadership fac-
tors have a positive impact on corporate success. Transfor-
mational leadership factors has a positive impact on em-
ployee satisfaction and improvement of organizational per-
formance (Hoy and Miskel, 2008). Haramaya university
leaders should, therefore, establish transformative leader-
ship to be successful. However, correlations between the
transactional leadership variables and corporate success is
0.419 for contingent rewards, 0.555 for active management
by exception and (-0.879) for passive management by excep-
tions. Contingent rewards and active management by excep-
tion of transactional leadership factors have significant rela-
tionships with corporate success while passive management
by exceptions has a negative correlations with corporate
success. Oorganizational mechanisms such as compensa-
tion, communication, organizational policies and procedures
and methods create psychological productive culture with
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spiritual, personal, productive, passive characteristics and
tend to maintain the status quo that this culture makes that
transactional leadership served more successful in the con-
stant environments (Baghersalimi e 2/, 2013). Laissez-faire
leadership style is negatively correlated to corporate success.
The study implies laissez-faire leadership style has a nega-
tively associated with corporate success (-0.73). Organiza-
tions needs to have effective and efficient leaders to be able

Leadership Styles at Haramaya University and Implications for Corporate Success

to achieve organizational goals. On the other hand, success
of the organization and realization of the goals depends on
how practices of management and its leadership style effec-
tive not to be Laissez-faire in their leadership approach
(Bennett and Anderson, 2003). From this result Haramaya
university leaders should discard passive management by

exceptions and laissez-faire leadership style.

Table 3. Leadership variable and corporate success correlation matrix.

Variable Intelle.  Ideal Inspiration Individual  Contin. Memt.-active  Mgmt.-passive  1-Faire CS
Intellectual 1

Idealized 995 1

Inspirational 974~ 991 1

Individualized 972 971 .940™ 1

Contingent .548™ 562 560" 568" 1

Mgmt -active .631* .614* 592 .595* 927+ 1

Mgmt -passive =545 536" -.499* -.591™ S727 =794 1

I-Faire -4947 _464"  -407 -.528" -.658™ -782% 972+ 1

Corporate Snecess 960 660" 758" 6327 419" 555" -819" -73" 1

Note: #*Correlation is significant at the 0.01 level (2-tailed); CS = Corporate Success

Table 4 shows the correlations between laissez-faire, trans-
formational and transactional leadership behaviours and
corporate success. The correlations between the transfor-
mational leadership approach and corporate success rating
was as high as 0.492 whereas the correlation between the
transactional leadership style and corporate success was
0.392. Laissez-faire leadership style is negatively correlated
to corporate success -0.789 Transformational leadership
style focuses on the development of followers and their
needs. Managers exercising transformational leadership
style focus on the development of value system of employ-
ees, their motivational level and moralities with the devel-
opment of their skills (Ismail ez a/., 2009). Transformational
leadership acts as a bridge between leaders and followers
to develop clear understanding of follower’s interests, val-
ues and motivational level. It basically helps followers
achieve their goals working in the organizational setting; it
encourages followers to be expressive and adaptive to new
and improved practices and changes in the environment
(Bass, 1994). Therefore, successful leadership is essential to
the effectiveness of any organization success, because it
has been identified as the measures of organizational effec-
tiveness is leadership (Grawford, 2005). However, one of
the important topics that today some of the organizations
are involved in is ignoring the issue of organizational lead-
ership that any damage in this relationship will lead to low
employee performance which has a direct impact on the
corporate success. Grawford (2005) in his research entitled

transformational leadership, positions and staff functionali-
ty organizations found that there was a significant relation-
ship between employees performance and transformational
leadership style. Also, the author reported that there was a
significant relationship between transformational leader-
ship and organizational position.

Table 4. Leadership style and corporate success correlation
matrix.

[0} I
E 2 g S S _ 3
53 FHEB HB K
O
Corporate Success 1
Transformational 492% 1
Transactional 392 239" 1
Laissez-Faire -.789* -470" 143 1

Note: #* = Correlation is significant at the 0.01 level (2-tailed). * =
Correlation is significant at the 0.05 level (2-tailed).

The regression analysis showed that transformational lead-
ers perform in behaviour that permits them to be a role
models for their followers and they act in manners that
inspire and stimulate those concerning them by bestowing
challenges and meaning to their followers at work which
has a positive impact on corporate success (Table 5).

Table 5. Linear regression of transformational leadership and corporate success.

Parameter estimates

Standardized Coeff.

95.0% Confidence Interval for B

Model B Std. Error t Sig. Lower Bound  Upper Bound
(Constant) 2.045 159 12.87 .00 1.729 2.362
Transformational leadership 213 .043 499 .00 128 .298
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The regression analysis, showed that transactional leader-
ship variables (contingent rewards and active management
by exception) have a positive impact on corporate success
(Table 6). The leader specifies the standards for compli-
ance as well as what constitutes ineffective performance

East African Journal of Sciences Volume 11 (1) 51-58

and may punish subordinates for being out of the compli-
ance with those standards. Public leaders should therefore
consider formulating and implementing effective reward
and recognition systems as well as encouraging greater
leader supervision to enable corporate success.

Table 6. Linear regression of transactional leadership and corporate success.

Parameter estimates

Standardized Coeff.

95.0% Confidence Interval for B

Model B Std. Error t Sig.  Lower Bound  Upper Bound
(Constant) 1.453 364 398 .00 727 2.178
Transactional leadership 424 113 3.76 .00 .200 .648

The regression analysis showed that Laissez-faire leader-
ship and corporate success are found negatively related and
has negative impact on corporate success (Table 7). It is

recommended that leaders at different departments at Ha-
ramaya University should avoid this type of leadership style
s0 as to improve corporate success.

Table 7. Linear regression of laissez-faire leadership and corporate success.

Parameter Estimates Standardized Coeff. 95.0% Confidence Interval for B
Model B Std. Error Beta t Sig. Lower Bound Upper Bound
(Constant) 3.372 .056 60.19 .00 3.260 3.483
Laissez-faire -.259 .023 -.789 -11.33 .00 -.304 -213

4. Conclusions

The major concern of the study was to examine leadership
style at Haramaya University and its implications for corpo-
rate success. To achieve the stipulated objectives, the study
used primary data collected through self-administered ques-
tionnaire from 80 officials from lower level to top level man-
agement.

Leadership is the art of mobilizing others to want to strug-
gle for shared aspirations. However, it could be argued that
this influence of mobilization and struggle is of little value in
an organizational context unless it ultimately yields an out-
come in line with the “shared aspiration” for leadership to be
successful. Subsequently, this study investigated the leader-
ship style at Haramaya University and its implications for
corporate success.

Laissez-faire leadership style is characterized by avoidant
leaders who may either not intervene in the work affairs of
subordinates or may completely avoid responsibilities as a
superior and is unlikely to put in effort to build a relationship
with the followers. Findings of similar studies state that lais-
sez-faire style is associated with dissatisfaction, unproduc-
tiveness and ineffectiveness. Thus laissez faire leadership
style leads to a decrease in performance and hinder the cor-
porate success.

Transactional leadership style results (contingent rewards and
active management by exception) have a medium positive
significant relationship with corporate success. The compo-
nents in transactional leadership - contingent reward, where-
by subordinates performance is associated with contingent
rewards or exchange relationship; active management by
exception, whereby leaders monitor followers performance
and take corrective action if deviations occur to ensure out-
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comes achieved; passive management by exception, whereby
leaders fail to intervene until problems become serious.

Transformational leaders encourage subordinates to put in
extra effort and to go beyond what they (subordinates) ex-
pected before. Transformational leaders achieve the greatest
performance from subordinates since they are able to inspire
their subordinates to raise their capabilities for success and
develop subordinates innovative problem solving skills. As
expected, relational analysis found that all transformational
leadership behaviors have a strong positive correlation with
corporate success. The transformation leader uses strategies
and techniques to empower the followers, enhance their self-
efficacy and change their values, norms, and attitudes, which
are consistent with the leader’s vision.

A high reliance on transformational leadership and poor in
providing rewards and directions can create confusion and
ambiguity among the employees. Another effects of leader-
ship style in an organization can be noted that transactional
leadership proved more successful in stationary environment
and more unsuccessful in the dynamic environment than
transformational leadership. In contrast, transactional leader-
ship using institutional mechanisms such as compensation,
communication, organizational policies and procedures and
methods cause to create dynamic empowerment culture with
active, strong, dynamic, and innovative characteristics. As a
result, it is important that managers at Haramaya University
should mix both transformational and transactional leader-
ship styles accordingly for corporate success.

5. Recommendations
Based on the findings the following suggestions are offered:

e Based on ineffectiveness of laissez-faire leadership style
indicated in this study, it is recommended that manag-
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ers/leaders should avoid this type of leadership style so as to
improve corporate success in Haramaya University. This calls
for greater involvement in guiding subordinates and in-
volvement of the leaders for corporate success to achieve
organizational goals.

e The transactional leadership variables (contingent rewards
and active management by exception) have a medium posi-
tive cotrelation/relationship with corporate success. The
leader specifies the standards for compliance as well as what
constitutes ineffective performance and may punish subordi-
nates for being out of the compliance with those standards.
This leadership style implies closely monitoring for the mis-
takes and errors and taking corrective actions as quickly as
needed. Leaders in Haramaya University should, therefore,
consider formulating and implementing effective reward and
recognition systems as well as encouraging greater managerial
supervision to enable corporate success.

e All factors of transformational leadership style (inspira-
tional motivations, idealized influence (charisma), intellectual
stimulations, and individualized considerations) have a strong
positive relationship with corporate success. It is, therefore,
recommended that managers (leaders) in Haramaya Universi-
ty should inspire subordinates by providing meaning and
challenge to work; stimulating subordinate efforts to become
innovative and creative, and paying attention to each individ-
uals need for achievement and growth of the organizations
which has positive implications for corporate success.
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