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Abstract 

The present paper aimed to examine the extent to which the leadership style perceived by employees affects 
organizational development and employees’ satisfaction with performance appraisal system and turnover 
intention between such relationships. For this purpose, this study utilized a descriptive survey method and 
collected data using questionnaires. The study sample included 245 participants. The data were analyzed using 
structural equation modeling. Results demonstrated that perceived leadership style has a positive effect on both 
organizational diagnosis and performance appraisal satisfaction, while turnover intention is only negatively 
affected by performance appraisal satisfaction. 

Keywords: organizational diagnosis, performance appraisal satisfaction, perceived leadership style, turnover 
intention 

1. Introduction 

Survival and sustainability are the major concerns of organizations nowadays. In order to achieve a sustained 
success, organizations have to be aware of the changing conditions and able to respond accordingly. Although 
this fact renders change inevitable, organizational change can be a very challenging process. Such process cannot 
be achieved without leaders as it is well established that leaders play a key role in organizational change and 
development (e.g. Deal & Kennedy, 2000). Leadership is a crucial concept for organizations in many aspects. 
Among others, leaders have an impact on employee attitudes, which has the potential to create changes in 
employees’ future behaviors. The literature presents numerous types of leadership; however, the last two decades 
of research seem to focus especially on transformational and transactional leadership styles that are a part of the 
Full Range Leadership Theory (Bass & Avolio, 1997). Particularly associated with positive change both at 
individual and organizational levels, transformational leaders modify employees’ beliefs, values and interests, 
motivating them to show a beyond-expectation performance (Pieterse et al., 2010). Transactional leadership, in 
turn, motivates employees using an exchange process that offers rewards depending on accomplishment. The 
third style of the Full Range Theory, laissez-faire leadership is known as non-leadership, indicating passive 
leadership behaviors (Yukl, 2002). 

To implement a change in an organization, a leader has to identify organizational issues. For this purpose, several 
diagnostic tools have been developed. Organizational diagnosis stimulates the development of an organization 
and induces change for sustainability (Koziol et al., 2015). Therefore, models of organizational diagnosis have 
been widely used by the organizations in collecting data regarding their whole system, sections, processes and 
cultural aspects (French et al., 2006). One of the striking models is the Weisbord's (1976) six-box model, which 
focuses on internal management, offers a well-established guideline for establishing the internal factors that 
should be acquired by the individuals or the organization for developing a strategy toward organizational change. 

Another role of leaders is to evaluate the performance of their followers. Performance appraisal systems aim to 
facilitate and improve the development of employees, and remove the barriers to performance (Dusterhoff et al., 
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2014). Both employees and employers benefit from performance appraisal in terms of identifying, conveying 
and modifying their goals, expectations and advancement toward goal accomplishment (Bacal, 2004). 
Accordingly, employee reactions to performance appraisal systems are recognized as one of the basic criteria 
used to assess the applicability of the respective system (Boachie-Mensah & Seidou, 2012). Despite the fact that 
the efficacy of such systems depends on the employee perception of their fairness and equity (Keeping & Levy, 
2000), the attention to the employee reaction for performance appraisal systems has remained scarce (Kuvaas, 
2011). 

For better performance and sustainability, organizations and leaders have to retain their topmost performing 
employees because employee turnover creates serious costs for organizations (Arshadi & Shahbazi, 2013). Thus, 
employees’ intent to quit has become important as it enables organizations to take necessary measures and avoid 
future resignations. Leadership, again, is one of the factors decreasing such impact of turnover intentions on 
organizations. Based on this theoretical background, the present study aims to investigate the extent to which 
transformational, transactional and laissez-faire leadership styles are associated with organizational diagnosis, 
performance appraisal satisfaction and turnover intention. 

2. Perceived Leadership Style 

Leadership defines a process which aims to accomplish shared goals by aiding both individual and collective 
goals and it includes influencing other people in order to establish the effective operation of organizational 
elements (Yukl, 2002). From the 1990s, a greater part of the research on leadership has been centered on 
transformational and transactional leadership styles. The concept of transformational and transactional leadership 
was first introduced by Burns (1978) to explain leader traits and further expanded by Bass (1985). In 1997, Bass 
and Avolio developed the Full-Range Leadership Theory (FLRT), which includes three leadership styles as 
transformational, transactional, and laissez-faire. 

Transformational leadership covers certain behaviors; inspirational motivation, individualized influence, 
intellectual stimulation, and individualized consideration (Bass, 1985). Inspirational motivation refers to 
providing an explicit and inspirational vision of the organization and challenging followers to better their 
performance and for the achievement of the organizational goals (Paarlberg & Lavigna, 2010). Individualized 
influence entails being a role model and earning followers' admiration and trust (Srithongrung, 2011). 
Intellectual stimulation involves inspiring followers to question the existing conditions and to improve 
problem-solving abilities by being creative (Pieterse et al., 2010). Individualized consideration refers to caring 
and paying individual attention to each follower through professional development, coaching, and mentoring 
(Nielsen & Munir, 2009). Transformational leaders offer their followers inspiration to achieve high-level needs 
such as self-actualization, improvement and collective goals (Srithongrung, 2011). On the other hand, high-level 
needs cannot be induced under transformational leadership unless such goals are determined and rewards are 
granted (Rainey, 2009). This is why transformational leadership is considered a leadership relying on or 
expanding the approaches of transactional leadership (Oberfield, 2014). 

Transactional leadership, in turn, involves a particular way of interaction with followers in order to determine 
how to achieve tasks and informing them about rewards based on their performance (Avolio et al., 1999). 
Transactional leadership is characterized by three particular behaviors. The first one, contingent reward, means 
that followers who complete their tasks beyond expectations are automatically rewarded. The second one, 
management by exception (active), means that followers are subject to monitoring and corrected when necessary 
for better performance. The last one, management by exception (passive), means that followers who perform 
their tasks inconsistent with the organizational goals are punished conditionally. Contrary to the transformational 
style, transactional leaders focus on motivation by means of an exchange process in which followers are granted 
rewards based on their accomplishment of pre-established targets for performance. Such exchange process 
makes transactional leadership address only to low-level needs such as security and salary. Therefore, 
transactional leadership exerts a much smaller effect on favorable outcomes compared to transformational 
leadership that utilizes intrinsic motivation (Bass & Riggio, 2006). 

The laissez-faire dimension of the theory is usually considered as non-leadership in which such leaders do not 
concern or act when the organization encounters with important issues. The laissez-faire leadership refers to the 
non-existence of or refrainment from leadership (Judge & Piccolo, 2004). Bass and Avolio (1997) described 
laissez-faire leadership as the absence of an actual leadership, which makes it an ineffective and inactive style as 
shown by leadership research. Accordingly, this leadership style is recognized as the most passive and 
unproductive leadership style (Yukl, 2002). Laissez-faire leaders are likely to abstain from all their 
responsibilities and supervising the organization. Such leaders are passive and are not interested in the needs and 
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problems of their followers. Additionally, such leaders do not make necessary decisions on time for problem 
solving (Limsila & Ogunlana, 2008). Laissez-faire leaders refrain from leading, and they are not interested in 
supporting or improving either their followers or organization. 

3. Organizational Diagnosis 

Organizational diagnosis is a systematic way of identifying organizational issues, collecting and analyzing data 
and reaching a conclusion through the findings in order to realize necessary changes. Accordingly, organizational 
diagnosis refers to a group process involving the presence of common and similar approaches. Organizational 
diagnosis does not only concern about problem elimination, but it also requires realizing changes and adopting 
new directions. With such changes, the future performance is likely to enhance and the organization is likely to 
develop to a greater extent (Cummings, 2005). 

The literature presents several models for organizational diagnosis. Among these, the Weisbord's (1976) six-box 
model distinguishes from many other diagnostic models as it is relatively broader with its six categories. The 
Six-Box Model of Weisbord (1976) contains six categories for an organizational diagnosis: purpose, structure, 
relationships, rewards, leadership and helpful mechanisms. According to the model, purpose, similar to mission, 
refers to the business of the organization. The purpose of an organization should be straightforward for all 
organizational members and it should be followed even when the members do not agree with it or have different 
opinions about it; meaning that the same determined purpose should be pursued by the entire organization. 
Structure refers to the work division within an organization, which describes the formal relationships between 
the functional levels of an organization. The structure of an organization should present an applicable and actual 
depiction of the legal power and it is considered a formal approach of facilitation toward the achievement of 
organizational purpose. Relationships refer to conflict management within an organization, including individuals, 
groups, technology, and other functional divisions. Rewards are about the presence or absence of incentives in 
order to accomplish tasks. The last category, helpful mechanisms, refers to the approaches of activity 
coordination. Such mechanisms may include the definition of organizational strategies, seminars or reports that 
are formulated to build favorable relations between organizational divisions.  

Briefly, there are two basic propositions underlying the six-box model. First is the relationship between formal 
systems and informal systems. The formal system refers to written rules and procedures, while informal systems 
encompass organizational behaviors. In other words, informal systems represent the conditions that 
organizational members follow such rules and procedures. The balance of these two systems is reached through a 
successful management. The lack of such balance usually results in organizational inefficiency. The second 
proposition reflects the balance between the organization and the outside environment. 

4. Performance Appraisal Satisfaction 

Performance appraisal aims to assess, manage and ultimately improves the performance of employees. It is one 
of the most important practices of human resources (Boswell & Boudreau, 2000). Appraisal systems are 
beneficial not just because they provide detailed information on employee performance, but because they also 
foster employees' attitudes and skills, leading to greater efficiency (Boswell & Boudreau, 2002). The degree to 
which employees perceive that the performance rating system represents the behaviors which contribute to the 
organization is known as performance appraisal satisfaction” (Giles & Mossholder, 1990), and usually deemed 
the most significant construct to assess employee reactions to the appraisal systems (Giles & Mossholder, 1990; 
Levy & Williams, 2004). Therefore, performance appraisal satisfaction has been a common measure of appraisal 
reactions (Keeping & Levy, 2000), leading to extensive research regarding the elements with influence on 
satisfaction with performance appraisal; however, empirical evidence is yet to be established about the extent 
and reason of its significance. 

Only a performance appraisal system that is considered fair produces favorable reactions from appraises and 
appraisers (Brown & Benson, 2005). In this regard, Folger et al. (1992) suggested a performance appraisal model 
with three essential factors for increasing fairness perceptions of the appraisal system: adequate notice, fair 
hearing and judgement based on evidence. According to the model, adequate notice means informing employees 
about the performance appraisal system and its effects prior to the implementation of any formal appraisal. In 
other words, adequate notice requires establishing some guidelines and goals for performance before appraisal. 
Such guidelines and goals have to be clearly explained, understood and documented, and are preferably agreed 
upon mutually. By this way, employees would be responsible for only those of which they are informed. Another 
aspect of adequate notice is to perform appraisal on a frequent basis with regular feedback by the end of each 
assessment period in order to provide employees with the chance to improve any deficiencies (Folger et al., 
1992). According to prior research, adequate notice is an important construct for the procedural fairness 
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perceptions of employees. Fair hearing reflects several aspects in the context of a performance appraisal. Such 
aspects include the opportunity to affect the decision of appraisal based on argument and evidence, attain and 
object to the appraisal decision (Folger et al. 1992). Fair hearing involves bilateral communication, meaning that 
employees are included in the entire decision-making process of appraisal. Judgment based on evidence refers to 
the documentation of issues related to performance with factual evidence instead of personal thoughts (Folger et 
al. 1992). 

According to Huselid (1995), the relationship between performance appraisal and turnover should not be 
assessed just on an individual level as the decision of employees to leave or stay at their organization derives 
from their perception of the performance appraisal system. Therefore, a performance appraisal practice that is 
favorable is likely to positively influence the attitudes and behaviors of employees as well as the effectiveness of 
the organization (Cennamo & Gardner, 2008). For instance, the capacity of performance appraisal to represent, 
measure and assess an employee's behavior (Sarita, 2012), teamwork and information-sharing skills and 
achievements (Kimiz, 2005) leads to greater performance and efficiency. On the other hand, all positive 
consequences of performance appraisal depend on how the employee perceives the overall appraisal practice 
(Benson et al., 2010). If employees perceive that they receive unfair treatment, their attitudes start changing, 
leading them to decide to leave that organization (Vigoda, 2003). 

5. Turnover Intention 

Turnover means rotating employees between organizations and jobs as well as employment and unemployment 
states; it reflects the circulation of labor (Abbasi & Hollman, 2000). The notion of turnover was first introduced 
by Price (1977) and defined as "the ratio of the number of organizational members who have left during the 
period being considered divided by the average number of people in that organization during the period" (p.13).  
Turnover intention, in turn, represents the employee cognitions about a voluntary leave from the employing 
organization (Schyns et al., 2007). In other words, the possibility that an employee quits job prior to a date that is 
specified is called turnover intention (Hughes et al., 2010). 

Turnover intentions of employees have been widely researched both from organizational and industrial aspects, 
as they have the potential to cause seriously negative impacts on organizations (Watrous et al., 2006). Moreover, 
intention to leave is considered one of the best factors used to predict employee turnover (Griffeth et al., 2000). 

 Turnover intention does not only have financially negative effects, but it also reduces morale among employees 
and requires modification in productivity and customer relations (Abbasi & Hollman, 2000). Furthermore, 
organizational performance is also affected by turnover intentions (Watrous et al., 2006). Turnover intention does 
not qualify as an actual leave; however, many organizational benefits can be gained by examining turnover 
intentions. For example, organizations may use turnover intentions as a means to assess and revise their human 
resource management strategies, determine their members with an intention to quit (Moynihan & Landuyt, 2008), 
improve or restructure the circumstances resulting in turnover (Harris et al., 2005) and minimize the costs 
incurred by actual turnover (Hughes et al., 2010). Therefore, authors such as Harris et al. (2005) argue that 
examining turnover intentions provides greater benefit compared to actual turnover. 

One of the factors that can reduce the adverse influence of turnover intentions on organizations is leadership. In 
this regard, transformational leadership is suggested to decline employees' opinions of quitting as such 
leadership provides a clear understanding of the organizational mission and demonstrates how that mission is in 
accord with employees' own values and beliefs (Bono & Judge, 2003). Furthermore, Bass and Riggio (2006) 
argue that transformational leaders build an emotional commitment between the organizational mission and 
employees, which leads to decreased turnover intentions. The individualized consideration aspect of 
transformational leaders may also be beneficial in reducing turnover intentions because employees with the 
belief "that their personal needs are being met through a leader’s individualized attention and consideration will 
be less likely to leave the leader who is meeting these needs" (Hughes et al., 2010, p. 353). 

In light of the above theoretical background, the present study formulates the following hypotheses: 

H1: Leadership style is positively related with organizational diagnosis. 

H2: Leadership style is positively related with performance appraisal satisfaction. 

H3: Organizational diagnosis is positively related with performance appraisal satisfaction. 

H4: Performance appraisal satisfaction is negatively related with turnover intention. 

 

 



ijbm.ccsenet.org International Journal of Business and Management Vol. 12, No. 9; 2017 

108 
 

6. Method 

6.1 Research Goal  

The objective of the present research is to examine the link between perceived leadership style, organizational 
diagnosis, performance appraisal satisfaction and turnover intention. 

6.2 Participants and Procedure 

For study purposes, the study questionnaire was distributed to 250 participants; however, five questionnaires were 
ignored as they have several missing parts, and all study analyses were conducted by using the questionnaires 
collected from245 participants (Table 1). 

 

Table 1. Demographic characteristics of participants 

 n % 

Gender Female 116 47.3 

 Male 129 52.7% 

Marital status Single 112 45.7% 

 Married 133 54.3% 

Children No 151 61.6% 

 1 child 61 24.9% 

 2 children 24 9.8% 

3 children 8 3.3% 

4 and more children 1 4% 

Age 52-70 7 2.9% 

 37-51 53 21.6% 

 18-36 185 75.5% 

Education Elementary 96 39.2% 

 Secondary 50 20.4% 

 High School 32 13.1% 

Two-year degree 5 2.0% 

Four-year degree 2 8% 

M.Sc. 59 24.1% 

PhD 1 4% 

d6 3-6 months 5 2.0% 

 7-11 months 8 3.3% 

 1-2 years 35 14.3% 

3-5 years 36 14.7% 

5-6 years 82 33.5% 

≥11 years 79 32.2% 

 

The responses of the participants were analyzed and interpreted by using SPSS for Windows 22.00, and AMOS 
22.0 software programs. Factor analyses were applied to the measurement instruments employed and the 
Cronbach's alpha values were calculated. The confirmatory factor analysis of four research instruments was 
individually conducted by using the AMOS program. The path analysis of the model created using structural 
equation modeling was formulated using AMOS software. 

6.3 Measures 

Perceived leadership was measured by using the Multifactor Leadership Questionnaire Form-5X Short 
(MLQ-5X) developed by Bass and Avolio (1997) based on the theory of Full Range Leadership. The instrument 
includes 36 items with 20 items measuring transformational leadership (inspirational motivation, intellectual 
stimulation and individual consideration), 12 items measuring transactional leadership (contingent reward, 
management-by-exception (active) and management-by-exception (passive)) and 4 items measuring laissez-faire 
leadership.  

Organizational diagnosis was measured using the Six-Box Questionnaire developed by Weisbord (1976) as an 
organizational diagnostic tool. The instrument consists of 30 items and 6 dimensions (purpose, structure, 
relationships, rewards, leadership and helpful mechanisms). All dimensions are measured through 5 items. 
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According to the structural equation results obtained from the model, organizational diagnosis is positively 
affected by leadership style and explained by 31%. According to the second structural equation, performance 
appraisal satisfaction is positively affected by organizational diagnosis (.40) and leadership style (.49), and 
explained by 62%. According to the last structural equation, the implicit variable turnover intention is negatively 
affected by the implicit variable performance appraisal satisfaction (-.31) and explained by 28%. 

8. Discussion, Implications and Limitations 

The present study explored the relationships between perceived leadership style, organizational diagnosis, 
performance appraisal satisfaction, and turnover intention. The results affirmed all study hypotheses, 
demonstrating that leadership style is positively related to organizational diagnosis and performance appraisal 
satisfaction, while organizational diagnosis has a positive impact on performance appraisal satisfaction. 
Furthermore, turnover intention is negatively affected by performance appraisal satisfaction. We believe that this 
study advances the available literature on organizational management by revealing the extent to which employee 
attitudes are affected by the perceived leadership style and the importance of diagnosing organizational issues for 
employee satisfaction with performance appraisal systems. 

Our study results explicitly indicate that the style of leadership as perceived by employees is of great importance 
for organizations. Although there has been a vast amount of research on leadership, its influence on performance 
appraisal satisfaction is scarce to the best of our knowledge. Performance appraisal has recently acquired a 
critical place as a human resources practice and though it focused on maintenance and control before, it has now 
turned into a more constructive concept that involves development, motivation and improvement (Obisi, 2011). 

Based on our study findings, transformational leadership, which is especially associated with motivation and 
inspiration, is likely to enhance the degree to which employees are satisfied with their performance appraisal 
process. This result is in agreement with the study by Tuytens and Devons (2012) that reported the impact of 
leadership characteristics on the employee reactions to appraisal. In light of such findings, we recommend 
organizations to promote transformational leadership style in order to enhance the appraisal satisfaction levels of 
their employees because satisfaction with appraisal system is likely to depend on the appraiser. Additionally, 
organizations may also develop a performance appraisal system that suits the unique characteristics of the 
organization as well as considering the expectations of employees. This kind of an appraisal system should also 
enable leaders and employees to have an open discussion regarding expectations and accomplishments, taking 
account of employees' development and performance in the future. By this way, employees will be able to 
express their opinions and feelings about the appraisal system and potential issues can be prevented before 
adverse outcomes. We believe that this will also reduce employees’ intentions to quit their jobs since a quality 
practice of performance appraisal with an open communication channel results in greater motivation and better 
performance (Zimmerman, 2009). As a result, employees who are satisfied with the appraisal system will want to 
keep their employment (Benson et al., 2010), leading to a low rate of turnover. 

The style of leadership also has influence on organizational diagnosis, as confirmed by the second hypothesis of 
this study. This is an expected outcome because leadership is one of the categories in the six-box model 
introduced by Weisbord (1976) to identify internal problems within an organization. According to this model, 
leaders have to define clear purposes and act accordingly. In this sense, transformational leaders are known to set 
clear goals and a clear vision, which may be considered suggestive of an impact on the organizational diagnosis 
system. As diagnosing issues within an organization brings changes, transformational leaders may serve as a key 
actor in such process. Therefore, we suggest that organizations should check the effectiveness of their leaders 
and provide trainings or support when necessary. This would improve the diagnosis process and thereby, 
facilitate organizational changes. 

As affirmed by our third hypothesis, diagnosing organizational issues creates a positive effect on employees’ 
satisfaction with the performance appraisal system. By using the six-box model (Weisbord, 1976), organizations 
can better understand their problems and achieve a balance between their formal and informal systems. Since, 
among others, this model specifically emphasizes purpose (mission) as it shapes employees’ perceptions and 
attitudes about the organization, we recommend organizations to formulate and elucidate a clear mission. We 
believe that transformational leaders would provide additional contribution to this purpose based on our second 
finding. 

The last finding of this study demonstrated a negative relationship between performance appraisal satisfaction 
and turnover intention. This is in line with the study by Kadiresan et al. (2015) that established a positive 
correlation between performance appraisal and commitment, which leads to lower turnover. Therefore, we 
suggest that organizations should determine the factors underlying employees’ unsatisfaction with the 
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performance appraisal system in order to reduce their turnover intentions. 

Despite its contributions, our study is not without limitation. The sample size of this study may pose a challenge 
for generalizability. Future research with a broader sample would produce better results, especially if it includes 
different business fields. By this way, the impact of different organizational concepts on both the leadership 
perception and organizational change can be examined. Furthermore, we believe that the link between 
performance appraisal perception, turnover intention and career commitment is worth investigating in terms of 
revealing the individual factors. Additionally, the effect of organizational change on turnover intention can be 
explored using performance appraisal satisfaction as a mediator. This would help organizations to adopt effective 
human resources practices in order to avoid losing talented employees. Finally, future studies may examine the 
relationships between the subdimensions of the variables in the present study in order to reach a detailed 
conclusion. 
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