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Transformational leadership and job satisfaction:

the moderating effect of contingent reward
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Conclusion and suggestions for future research

The present study has explored the effect of the dimensions of transformational
leadership style on employee job satisfaction in the banking industry and the moderated
effect of contingent reward on these causal relationships. The main findings are that all
the four dimensions of transformational leadership (i.e. idealized influence, intellectual
stimulation, inspirational motivation and individualized consideration) are significant
predictors of employee job satisfaction. Furthermore, the findings reveal that after
controlling for the various dimensions of transformational leadership, contingent reward,
a dimension of transaction leadership, augments the positive effects of transformational
leadership and not vice versa. The result of the moderation analysis also indicated that
two out of the four dimensions of transformational leadership were found to have
interactive effect (idealized influence interacting with contingent reward and intellectual

stimulation interacting with contingent reward) on employee job satisfaction. These
findings are largely consistent with previous studies and offer support for both the
argumentation hypothesis and interaction effect.
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