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Recent survey results show almost half of 
all American workers arrive at their jobs 
not engaged and only willing to fulfill 

the minimum requirements –  51%, according 
to the 2017 Gallup State of the American Work-
place survey and 49% according to 2017 Society 
for Human Resource Management Employee 
Satisfaction survey (Gallup, 2017), (Lee, Esen, 
& DiNicola, 2017).  Additionally, 54% of em-
ployees feel the job “just pays the bills, and 69% 
feel recognition is lack-
ing (www.rewardgate-
way.com). This lack of 
engagement appears 
to have the American 
workplace in a funk 
that it is struggling to 
get out of.
Employee disengage-
ment is demonstrated through lengthy episodes 
of distraction, slow work tempo, poor decision 
making, too many days away from work, and 
a general lack of interest that tends to mini-
mize output (Pech & Slade, 2006).  Disengaged 
workers may come to work unmotivated and 
unwilling to give more than the minimum ef-
fort.  If managers are not equipped to diagnose 
and treat this problem, it could be costly.  Ac-
cording to Gallup, disengaged workers cost 
businesses a minimum of $483 billion each year 
(Gallup, 2017).
The purpose of this research was to find a way 
to reverse this trend by studying the relation-
ships of three critical variables within the 
workplace:
1.	 Independent Variable - Psychological Cap-

ital (PsyCap) - “an individual’s positive 

psychological state of development and 
is characterized by: (1) having confidence 
(self-efficacy) to take on and put in the 
necessary effort to succeed at challenging 
tasks; (2) making a positive attribution 
(optimism) about succeeding now and in 
the future; (3) persevering toward goals 
and, when necessary, redirecting paths to 
goals (hope) in order to succeed; and (4) 
when beset by problems and adversity, sus-

taining and bouncing 
back and even beyond 
(resilience) to attain 
success” (Luthans, 
Youssef, & Avolio, 
2007)
2.	 D e p e n d e n t 
Variable – Employee 
Engagement, which 

consists of Meaningfulness – feeling as 
though one’s work makes a difference, Safe-
ty – ability to be one’s self without fear of 
consequences, and Availability – having the 
personal resources to engage at that mo-
ment (Kahn, 1990).  This was later defined 
by Schaufeli as a positive work experience 
consisting of vigor, dedication, and com-
plete work absorption (Schaufeli, Salanova, 
Gonzalez-roma, & Bakker, 2002)

3.	 Moderating Variable – Leadership Style 
– Transformational Leadership (idealized 
influence, inspirational motivation, intel-
lectual stimulation, and individualized 
consideration), Transactional Leadership 
(contingent rewards and management by 
exception), and Passive-Avoidant Leader-
ship (laissez faire) (Horwitz et al., 2008)

The research described in this pa-
per showed that Transformational 
Leadership could positively mod-

erate the Psychological Capital and 
Employee Engagement relationship.
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This research looked to answer the research question 
of,  “How does Leadership Style moderate the rela-
tionship between Psychological Capital (PsyCap) 
and Employee Engagement?”  Within this research 
question, five hypotheses were presented (Figure 1):

	• H1 – Psychological Capital will have a strong, 
direct, positive relationship to Employee En-
gagement

	• H2 – Transformational Leadership will have a 
strong, direct, positive relationship to Employee 
Engagement

	• H3 – Transformational Leadership will have 
the most positive moderating effect on the 
relationship between Psychological Capital and 
Employee Engagement

	• H4 -Transactional Leadership will have a less 
positive moderating effect than Transforma-
tional Leadership on the relationship between 
Psychological Capital and Employee Engage-
ment

	• H5 – Passive-Avoidant Leadership will have a 
negative moderating effect on the relationship 
between Psychological Capital and Employee 
Engagement

The researcher attempted to find the support for 
these hypotheses by analyzing quantitative data 
from surveys collected from 238 workers who were 
at least 18 years of age and worked more than 20 
hours in a week.  The survey instrument consisted 
of the following:

•	 Psychological Capital Questionnaire – 24 
questions measuring individual Psychologi-
cal Capital  (Luthans, Avolio, & Avey, 2007) 

•	 Multifactor Leadership Questionnaire form 
6S – 21 questions measuring Leadership 
Style (Avolio, Bass, & Jung, 1999)

•	 Utrecht Work Engagement Scale (UWES) 
– 9 questions measuring Employee Engage-
ment (Schaufeli & Bakker, 2003)

•	 Basic demographic data – age, sex, and 
years of experience

Findings
A two-step process was used to obtain findings.  
First, descriptive statistics were used to measure 
overall variables and the different facets within the 
variables.  Second, multivariate correlations were 
run to measure the strength and direction of the 
relationships between Psychological Capital, Em-
ployee Engagement, and the three Leadership Styles.  
The findings supported Hypothesis 1, Hypothesis 2, 
and Hypothesis 3.  Hypothesis 4 and Hypothesis 5 
were not supported.
A very interesting finding appeared in the statistics 
evaluating Hypothesis 3.  While Transformational 
Leadership positively moderated the relationship 
between Psychological Capital and Employee En-
gagement, the interaction term has a negative coeffi-
cient.  This means that when Transformational Lead-
ership levels are high, PsyCap has a lesser impact on 
Employee Engagement, and when Transformational 
Leadership levels are low, PsyCap has a greater im-
pact on Employee Engagement.
The findings of this research have important impli-
cations for practitioners by emphasizing corporate 
improvement through the promotion of leaders with 
both high levels of Psychological Capital and the ca-
pabilities to lead others in a transformational way.  
Organizations could use these findings as a starting 
point to fuel the development of courses and semi-
nars designed to improve PsyCap and Transforma-
tion Leadership qualities within its employee base.  
Practitioners could also work with academics to 
conduct longitudinal studies and field experiments 
to measure the effectiveness of the courses and sem-
inars.
Limitations on this study include time constraints 
and a relatively small sample size.  Due to the 
cross-sectional design of the research, causality 
could not be determined.

Figure 1: Hypotheses tested
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Conclusions
The results of this research show us that Psycholog-
ical Capital and Transformational Leadership con-
tinue to have a strong, direct impact on the level of 
Employee Engagement within organizations.  The 
research also demonstrates that Transformational 
Leadership can positively moderate the effect of the 
relationship between Psychological Capital and Em-
ployee Engagement.  

Where to Find Out More
More information about this research can be found 
in Improving Engagement: The Moderating Effect of 
Leadership Style on the Relationship Between Psycho-
logical Capital and Employee Engagement (Beatrice, 
2019).
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