


Original Research Article
The Impact of Leadership Style on Employees’ Turnover Intention


Abstract
Employee turnover is particularly costly for micro, small, and medium enterprises (MSMEs), which often depend on a limited number of experienced employees and operate with constrained human-resource systems. This study examines the effects of transformational and transactional leadership on employees’ turnover intention in Vietnamese MSMEs. Survey data from 361 employees were analysed using partial least squares structural equation modelling. The measurement model demonstrated satisfactory reliability and validity. Transformational leadership had a significant negative effect on turnover intention (β = −0.264, t = 7.107, p < 0.001), while transactional leadership also reduced turnover intention (β = −0.232, t = 6.373, p < 0.001). Transformational leadership produced the stronger effect, but both leadership styles made meaningful contributions. The findings extend leadership research in an emerging-economy MSME context by showing that relational support, vision, development, role clarity, consistent feedback, and fair performance-linked rewards can jointly strengthen employee retention. MSME managers should therefore combine inspirational and individualised leadership with clear expectations, dependable feedback, and transparent reward practices.
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1. Introduction
Employee turnover increases recruitment and training costs, disrupts operations, weakens customer and coworker relationships, and causes the loss of organisational knowledge (Hom et al., 2017). These consequences are particularly serious for MSMEs because they commonly operate with lean staffing, limited financial resources, informal human-resource systems, and substantial dependence on a small number of experienced employees. Retaining capable employees is therefore central to their continuity and competitiveness.
Turnover intention is an employee’s conscious willingness to leave an organisation and is widely treated as the closest cognitive precursor to voluntary turnover (Mobley, 1977; Tett & Meyer, 1993). Previous research identifies job satisfaction, organisational commitment, compensation, career opportunities, working conditions, and leadership as important antecedents. Among these factors, leadership is especially salient because supervisors shape daily work experiences, distribute recognition and resources, clarify expectations, resolve problems, and influence employees’ perceptions of organisational support and fairness.
This study examines two leadership styles derived from the full-range leadership perspective: transformational and transactional leadership. Transformational leaders articulate a compelling direction, encourage employees to think differently, provide individualised support, act as role models, and promote employee development (Bass, 1985; Bass & Avolio, 1995). Transactional leaders clarify performance expectations, monitor work, provide corrective feedback, and link outcomes to performance. Although these styles rely on different mechanisms, both may reduce employees’ intention to leave.
The issue is particularly relevant to Vietnamese MSMEs. In smaller enterprises, leader–employee interactions are typically direct and frequent, formal procedures may be incomplete, and employees often perform overlapping roles. Transformational leadership may compensate for limited career structures by providing recognition, meaning, and development. Transactional leadership may reduce uncertainty by making expectations, feedback, and rewards more predictable. However, empirical evidence that examines both styles simultaneously in Vietnamese MSMEs remains limited.
Recent empirical evidence strengthens the rationale for examining leadership as a retention-related factor in smaller firms. Transformational leadership has been associated with lower turnover intention through relational mechanisms such as leader-member exchange and affective commitment, indicating that employees may interpret developmental and supportive leader behaviour as a valued social resource (Tse et al., 2013). In an SME-specific setting, transformational leadership was also linked to lower turnover intention through psychological empowerment, trust, and organisational commitment (Mittal, 2016). Evidence from Vietnamese SMEs further shows that leadership styles shape employee motivation, trust, the work environment, and retention-related organisational outcomes, suggesting that national and enterprise context should be considered when interpreting leadership effects (Le et al., 2021). More recent Vietnamese evidence likewise identifies transformational leadership as relevant to turnover intention through affective commitment and adaptive resilience, although such relationships should be interpreted as context-dependent rather than universally causal (Ha et al., 2024). Additional recent studies in other organisational settings provide further context for the leadership–turnover relationship. Transformational leadership has been associated with lower turnover intention in private-hospital employees and hospitality workers, while supervisory responsibility has also been examined in relation to short- and long-term turnover intentions (Pattali et al., 2024; Chouhan, 2026; Funk, 2025). A hospitality-sector study also examined transformational leadership and turnover intention, while recent evidence on transformational and transactional leadership has linked these styles to employee productivity and job satisfaction (Suroya et al., 2023; Uzoamaka & Amujiogu, 2025).
Taken together, the literature reviewed above leaves a context-specific gap: evidence that simultaneously evaluates transformational and transactional leadership in relation to turnover intention among employees of Vietnamese MSMEs remains limited. Examining both styles in the same resource-constrained setting is therefore needed to clarify their distinct associations with employees’ intention to leave.
Accordingly, this study investigates the effects of employees’ perceptions of transformational and transactional leadership on turnover intention. It contributes by comparing two distinct leadership mechanisms, extending leadership–turnover research to resource-constrained MSMEs, and applying Social Exchange Theory to explain why supportive and fair leadership practices strengthen employees’ willingness to remain.
2. Theoretical Background
2.1. Social Exchange Theory
Social Exchange Theory explains workplace relationships as reciprocal exchanges of valued resources (Blau, 1964). Employees evaluate whether the organisation and its representatives provide support, fairness, recognition, useful information, development opportunities, and dependable treatment. Favourable exchanges encourage commitment and continued participation, whereas unfavourable exchanges can promote withdrawal and thoughts of leaving.
Supervisors are central agents in this process because employees often interpret their behaviour as evidence of how the organisation values them. Inspirational communication, individualised attention, clear expectations, fair rewards, and constructive feedback are resources that employees can reciprocate through stronger attachment and lower turnover intention.
2.2. Leadership Style and Employee Retention
Leadership style refers to relatively consistent patterns through which leaders influence, motivate, guide, and evaluate employees. The full-range leadership framework distinguishes transformational leadership, which seeks to elevate motivation and development, from transactional leadership, which relies on clarified exchanges between performance and outcomes (Bass, 1985; Judge & Piccolo, 2004). The two styles are not necessarily mutually exclusive. Effective managers may inspire and develop employees while also providing structure, feedback, and fair rewards.
Leadership is likely to have pronounced employee consequences in MSMEs. Employees interact directly with owners and supervisors, managerial decisions are visible, and formal systems offer fewer buffers against inconsistent treatment. Leadership behaviour therefore shapes perceived support, fairness, role clarity, psychological safety, and confidence in the organisation.
2.3. Transformational Leadership and Turnover Intention
Transformational leadership motivates employees by communicating purpose, encouraging new ways of thinking, demonstrating integrity, expressing confidence, and attending to individual needs (Bass, 1985; Bass, 1999). These behaviours can increase work meaningfulness and strengthen employees’ belief that their efforts are recognised. Individualised consideration and developmental support may also improve employees’ perceptions of future opportunities within the organisation.
Social Exchange Theory suggests that employees reciprocate such support with positive attitudes and a greater willingness to remain. Transformational leadership can also reduce uncertainty during organisational change by providing direction and confidence. These mechanisms are especially relevant to MSMEs, where formal promotion systems may be limited and employees may depend heavily on their direct supervisor for learning and recognition.
H1. Employees’ perceived transformational leadership has a negative effect on turnover intention.
2.4. Transactional Leadership and Turnover Intention
Transactional leadership is based on structured exchanges between leaders and employees. Leaders clarify responsibilities and standards, monitor performance, provide corrective feedback, and connect rewards or consequences to results. Contingent reward, in particular, can strengthen perceptions of fairness and predictability when expectations are transparent and consistently applied (Judge & Piccolo, 2004).
In MSMEs, transactional leadership may reduce turnover intention by compensating for limited formalisation. Clear targets, timely feedback, and reliable performance–reward linkages reduce role ambiguity and help employees anticipate the consequences of their efforts. Under Social Exchange Theory, fair and dependable exchanges encourage employees to maintain the employment relationship. Transactional leadership is less likely to support retention when it becomes punitive, inconsistent, or limited to fault-finding; the expected effect concerns clear and fair exchange practices.
H2. Employees’ perceived transactional leadership has a negative effect on turnover intention.
2.5. Research Model
The research model proposes two direct effects. Transformational leadership is expected to reduce turnover intention through vision, support, recognition, intellectual stimulation, and employee development. Transactional leadership is expected to reduce turnover intention through role clarity, consistent monitoring, corrective feedback, and fair performance-linked rewards.
Figure 1. Proposed Research Model
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3. Methodology
3.1. Research Design and Data Collection
The study used a quantitative, cross-sectional design. A structured questionnaire was administered to employees working in MSMEs in selected urban and peri-urban areas of northern Vietnam. Eligible respondents were at least 18 years old and had worked in their current organisation for at least six months, providing sufficient experience to evaluate their supervisor’s leadership behaviour and their own turnover intention.
A stratified approach was used to include enterprises of different sizes and industries. The questionnaire was distributed in electronic and paper formats with assistance from organisational contacts. Participation was voluntary, responses were anonymous, and respondents were informed that the data would be used for academic purposes. The English instrument was translated into Vietnamese and pilot-tested with 30 MSME employees. After screening, 361 valid responses were retained.
3.2. Sample
The sample comprised employees, team leaders, supervisors, managers, and owner-managers working in manufacturing, trade, service, and other MSMEs. Its diversity in position, industry, firm size, and tenure provided a broad basis for evaluating perceived leadership and turnover intention.
Table 1. Respondent and Enterprise Profile (n = 361)
	Characteristic
	Category
	Frequency
	%

	Gender
	Male
	186
	51.5

	
	Female
	164
	45.4

	
	Other/prefer not to disclose
	11
	3.0

	Position
	Employee/staff
	164
	45.4

	
	Team leader/supervisor
	90
	24.9

	
	Manager
	92
	25.5

	
	Owner-manager
	15
	4.2

	Industry
	Trade
	99
	27.4

	
	Services
	90
	24.9

	
	Manufacturing
	88
	24.4

	
	Other
	84
	23.3

	Firm size
	Fewer than 10 employees
	103
	28.5

	
	10–49 employees
	86
	23.8

	
	50–199 employees
	86
	23.8

	
	200–299 employees
	86
	23.8

	Tenure
	Less than 1 year
	92
	25.5

	
	1–3 years
	87
	24.1

	
	3–5 years
	81
	22.4

	
	More than 5 years
	101
	28.0



3.3. Measurement
All constructs were assessed with seven items on a five-point Likert scale ranging from 1 (strongly disagree) to 5 (strongly agree). Transformational and transactional leadership were adapted from the Multifactor Leadership Questionnaire tradition (Bass & Avolio, 1995). Transformational-leadership items assessed vision, intellectual stimulation, individualised support, motivation, integrity, confidence, and long-term development. Transactional-leadership items assessed clear performance–outcome linkages, tangible recognition, monitoring, prompt correction, feedback, procedural emphasis, and performance-contingent consequences.
Turnover intention was measured with seven items based on Mobley’s (1977) withdrawal framework. The items captured thoughts of leaving, job-search intentions, plans to leave, willingness to accept a better job, and the perceived probability of departure. Wording was adjusted to the Vietnamese MSME context while retaining the intended meaning.
3.4. Data Analysis
PLS-SEM was used to assess the measurement and structural models. Measurement quality was evaluated using outer loadings, Cronbach’s alpha, composite reliability (CR), average variance extracted (AVE), and the heterotrait–monotrait ratio (HTMT) (Hair et al., 2022; Henseler et al., 2015). Path significance was assessed using 5,000 bootstrap resamples and two-tailed testing at the 5% level. The focal coefficients reported here were estimated within the broader dissertation model, which also included strategic-orientation variables, emotional intelligence, and interaction terms. The leadership coefficients therefore represent net effects after accounting for the other predictors in that model.
4. Results
4.1. Descriptive Results
Transformational-leadership item means ranged from 3.51 to 3.80, indicating generally favourable employee perceptions. Transactional-leadership means ranged from 3.18 to 3.64, showing greater variability and particularly weaker perceptions concerning explicit performance–outcome explanations and prompt handling of performance problems. Turnover-intention means ranged from 2.58 to 2.88 and remained below the scale midpoint.
The descriptive patterns should be interpreted as sample-level tendencies rather than evidence of causal effects. Turnover-intention scores below the scale midpoint indicate comparatively limited self-reported withdrawal cognition in this sample, but intention remains conceptually distinct from realised turnover and may change as work attitudes and external opportunities change (Mobley, 1977; Tett & Meyer, 1993; Hom et al., 2017). The relatively favourable transformational-leadership ratings are also compatible with evidence that employees distinguish relational and developmental leader behaviours from more exchange-focused behaviours, including within SME settings where direct leader contact is frequent (Mittal, 2016; Balwant & Singh, 2023).
4.2. Measurement Model
All indicators of the focal constructs had outer loadings above 0.70. Cronbach’s alpha and composite reliability values exceeded 0.90, demonstrating strong internal consistency, while all AVE values exceeded 0.50. HTMT values among transformational leadership, transactional leadership, and turnover intention were below 0.85 and their confidence intervals did not include 1.00, supporting discriminant validity.
Taken together, the measurement-model results provide an acceptable empirical basis for evaluating the structural paths. The reported loading, composite-reliability, and average-variance-extracted values are consistent with established approaches to assessing convergent measurement quality, in which indicators should display substantial relationships with their intended construct and the construct should account for an adequate share of indicator variance (Fornell & Larcker, 1981; Dijkstra & Henseler, 2015). For discriminant validity, the HTMT values below 0.85 and confidence intervals that exclude 1.00 are consistent with the HTMT framework proposed for variance-based structural equation modelling (Henseler et al., 2015). These criteria support interpretation of the focal constructs as empirically distinguishable in the present sample, while measurement adequacy should still be viewed as a prerequisite for, rather than proof of, substantive causal relationships.
Table 2. Reliability and Convergent Validity of the Focal Constructs
	Construct
	Items
	Loading range
	Cronbach’s α
	CR
	AVE

	Transformational leadership (TL)
	7
	0.825–0.869
	0.935
	0.947
	0.719

	Transactional leadership (TAL)
	7
	0.751–0.858
	0.917
	0.934
	0.669

	Turnover intention (TI)
	7
	0.726–0.876
	0.911
	0.930
	0.655



Table 3. Discriminant Validity Based on HTMT
	Construct pair
	HTMT
	95% confidence interval

	TL–TAL
	0.236
	0.118–0.364

	TL–TI
	0.567
	0.500–0.632

	TAL–TI
	0.482
	0.389–0.567



4.3. Hypothesis Testing
Both hypotheses were supported. Transformational leadership had a significant negative effect on turnover intention (β = −0.264, t = 7.107, p < 0.001), supporting H1. Transactional leadership also had a significant negative effect (β = −0.232, t = 6.373, p < 0.001), supporting H2. Transformational leadership had the larger absolute coefficient and effect size, although both effects were practically meaningful. The effect sizes were small to moderate (f² = 0.136 for TL and f² = 0.112 for TAL), showing that leadership made an incremental contribution alongside other organisational and individual determinants.
The negative path coefficients are directionally consistent with prior evidence linking constructive leadership to lower turnover intention. Transformational leadership has been associated with reduced turnover cognition through social-exchange and commitment mechanisms (Tse et al., 2013; Mittal, 2016), while research examining transformational and transactional leadership together has reported significant turnover-reducing relationships for both styles under supportive organisational conditions (Mwita et al., 2023). The somewhat larger absolute coefficient for transformational leadership in the present model is descriptively noteworthy, but a formal statistical comparison between the two coefficients would be required before concluding that one effect is significantly stronger than the other. Because the design is cross-sectional, the structural coefficients are most appropriately interpreted as conditional associations within the specified model rather than as definitive evidence of temporal causation.
Table 4. Structural Model Results
	Hypothesis
	Path
	β
	t
	p
	f²
	Decision

	H1
	TL → TI
	−0.264
	7.107
	< 0.001
	0.136
	Supported

	H2
	TAL → TI
	−0.232
	6.373
	< 0.001
	0.112
	Supported



Note. The focal paths were estimated within the broader structural model reported in the dissertation. TL = transformational leadership; TAL = transactional leadership; TI = turnover intention.
5. Discussion
5.1. Transformational Leadership and Turnover Intention
The negative relationship between transformational leadership and turnover intention shows that employees are less inclined to leave when supervisors communicate direction, encourage problem solving, provide individualised support, demonstrate integrity, and invest in development. These behaviours can strengthen meaningfulness, confidence, and employees’ sense that their contribution is valued.
The result aligns with Social Exchange Theory because supportive leadership constitutes a valued relational resource. Employees reciprocate recognition and development with stronger attachment and a greater willingness to remain. Transformational leadership may be particularly effective in MSMEs because direct supervisor contact is frequent and formal development systems are often limited. A capable leader can provide learning, encouragement, and career meaning that the organisation may not deliver through formal structures.
This interpretation is supported by prior research that identifies social-exchange mechanisms linking transformational leadership with retention-related outcomes. Tse et al. (2013) showed that leader-member exchange and affective commitment help explain why transformational leadership is associated with turnover intention and turnover behaviour. In IT SMEs, Mittal (2016) similarly found that psychological empowerment, trust, and commitment formed important pathways between transformational leadership and lower turnover intention. In Vietnam, Ha et al. (2024) reported that transformational leadership was related to turnover intention directly and indirectly through affective commitment and adaptive resilience. The present findings are therefore consistent with a broader pattern in which transformational leaders may strengthen employees' willingness to remain by providing socioemotional support, developmental signals, and confidence in the employment relationship; however, the current model does not directly test these mediating mechanisms, so they remain theoretically plausible explanations rather than demonstrated mechanisms in this dataset.
5.2. Transactional Leadership and Turnover Intention
Transactional leadership also reduced turnover intention. Clear expectations, timely monitoring, corrective feedback, and consistent links between performance and rewards make the employment relationship more predictable. In MSMEs, where roles frequently overlap and procedures may be informal, this structure can reduce ambiguity and perceptions of arbitrary treatment.
The finding should not be interpreted as support for punitive supervision. Transactional leadership is most likely to enhance retention when exchanges are transparent and fair, rewards are credible, feedback is constructive, and corrective action focuses on improvement. Inconsistent rewards or management by exception alone may weaken trust. The results therefore support a balanced use of structure and contingent recognition.
Prior evidence also indicates that the retention consequences of transactional leadership depend on the quality and consistency of the exchange. A meta-analytic assessment of transformational and transactional leadership found contingent reward to be an important component of effective leadership, supporting the value of clear performance-reward exchanges when they are applied constructively (Judge & Piccolo, 2004). Among Malaysian manufacturing employees, dimensions of transactional leadership were significantly related to turnover intention, reinforcing the relevance of structured exchange practices for retention decisions (Deraman et al., 2018). Mwita et al. (2023) likewise found that both transformational and transactional leadership were associated with reduced turnover intentions, with perceived organisational support strengthening these relationships. Accordingly, the present negative coefficient is best interpreted as evidence for transparent expectations, credible contingent rewards, and timely performance guidance rather than for passive or punitive supervision.
5.3. Theoretical Contributions
The study contributes to leadership and turnover research in three respects. First, it compares relational and exchange-based leadership mechanisms within the same MSME setting. Both styles matter, but transformational leadership has the stronger association with lower turnover intention.
Second, the findings extend Social Exchange Theory by showing that reciprocity can arise through both socioemotional and instrumental resources. Transformational leadership supplies purpose, recognition, support, and development, whereas transactional leadership supplies clarity, fairness, feedback, and dependable exchange conditions.
Third, the study adds evidence from Vietnamese MSMEs, where close leader–employee relationships and limited formal systems make daily leadership practices especially consequential. The findings suggest that employee retention depends not on a single ideal style but on a complementary combination of inspiration and structure.
The complementary pattern also has theoretical relevance for the full-range leadership perspective. Transformational and transactional behaviours can coexist rather than function as mutually exclusive alternatives, and meta-analytic evidence indicates that both can contribute to important employee outcomes through different mechanisms (Judge & Piccolo, 2004). Social-exchange research further suggests that transformational leadership can influence turnover through supervisor- and organisation-focused exchange relationships (Tse et al., 2013), while SME research shows that close leader-member relationships, job satisfaction, and leader identification are meaningfully connected with turnover intent (Balwant & Singh, 2023). The Vietnamese SME literature also emphasizes that the consequences of leadership styles are shaped by work environment and cultural context (Le et al., 2021). Thus, the contribution of the present study lies less in identifying a universally superior style and more in showing that relational support and exchange clarity can make distinct, simultaneous contributions to turnover intention in a resource-constrained MSME setting.
5.4. Managerial Implications
MSME owners and managers should strengthen transformational behaviours by communicating an understandable direction, recognising contributions, encouraging employees to propose solutions, and discussing individual learning needs. These practices need not require expensive programmes; regular one-to-one conversations, coaching during work, and visible acknowledgement can provide meaningful support.
Managers should simultaneously improve transactional clarity. Employees need explicit responsibilities, achievable standards, prompt feedback, and transparent links between performance and rewards. Where financial rewards are constrained, firms can use reliable non-financial recognition, development opportunities, schedule flexibility, and broader responsibility, provided that the criteria are communicated and applied consistently.
Leadership development should therefore avoid presenting transformational and transactional styles as substitutes. MSME leaders should combine vision and individualised support with clear expectations and fair exchanges. Employee feedback on supervisor support, role clarity, fairness, recognition, and development should be monitored as leading indicators of retention risk.
The practical implications should therefore be translated into specific, observable management practices rather than broad leadership labels. Research on Vietnamese SMEs indicates that leadership development and context-sensitive managerial practices can improve employee-related organisational outcomes (Le et al., 2021), while SME evidence from other settings links effective role-modelling and high-quality leader-member exchange with job satisfaction and lower turnover intent (Balwant & Singh, 2023). Research integrating leadership with Social Exchange Theory also highlights development opportunities, supportive work environments, and fair reward practices as relevant to employee retention (Xuecheng et al., 2022). For MSMEs with limited formal HR infrastructure, this evidence supports low-cost practices such as regular one-to-one feedback, explicit performance criteria, transparent recognition, developmental coaching, and consistent follow-through on commitments. These practices should be monitored through employee feedback and retention indicators because the cross-sectional results do not establish that any single intervention will necessarily produce a specific reduction in turnover.
6. Limitations and Future Research
The cross-sectional design limits causal inference. Longitudinal research could examine whether changes in leadership precede changes in turnover intention and actual turnover. The study also relies on employee self-reports, which are necessary for perceived leadership and intention but may raise common-method concerns. Future work should combine employee reports with supervisor assessments and objective turnover records.
The sample was drawn from MSMEs in northern Vietnam, which may limit generalisability. Comparative research could test whether the effects vary across regions, industries, ownership forms, and enterprise sizes. Future studies should also examine mediating mechanisms such as perceived organisational support, organisational commitment, role clarity, psychological safety, and work engagement, as well as moderators including emotional intelligence, workload, and labour-market opportunities.
7. Conclusion
Both transformational and transactional leadership significantly reduce employees’ turnover intention in Vietnamese MSMEs. Transformational leadership has the stronger effect and supports retention through purpose, recognition, individualised support, and development. Transactional leadership contributes through clear expectations, dependable feedback, and fair performance-linked exchanges. The results show that effective retention-oriented leadership requires both relational support and organisational structure. MSME managers should therefore inspire and develop employees while also ensuring that responsibilities, feedback, and rewards are transparent and consistent.
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