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Abstract

Leadership is a major factor of managing the companies during the 

change, but also throughout the problem, because only a leader is capable 
of creating an environment in which his co-workers are encouraged to 

be leaders and to cooperate and develop, thus  contributing to the de-
velopment of companies. Leadership obviously contributes to business 
performance. � e goal of this paper is to investigate the relationship of 
leadership and performance of the companies measured by the Balanced 
Scorecard Approach. In order to attain this goal, a survey has been con-
ducted on the sample of Croatian companies. � e results of the research 
indicate that authoritarian leadership style has in general a negative eff ect on 

business performance of Croatian companies, while democratic leadership style 

has in general a positive eff ect. � e impact of laissez-faire leadership style was 

mostly neutral. Further research should focus on the impact of leadership style 

on business performance of companies with various characteristics, e.g. diff er-

ent stages of their development.

Keywords: Leadership, SME, international business, business performance, 

Balanced Scorecard

JEL Classifi cation: M11, M12, M199
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1. INTRODUCTION

Leadership is one of the functions of management, but also the most im-
portant, because the success of the entire top management depends on process 
of leadership (Sikavica and Bahtijarević-Šiber, 2004). Management involves di-
recting others to the execution of the tasks, while leadership is the process of 
infl uencing others who need to perform a specifi c task, but also includes their 
willingness to follow the leader (Bahtijarević Siber et al, 2008). Leading and 
following a leader are connected to each other, because leaders must achieve 
a positive relationship with their followers in order to infl uence on them and 
guide them towards the achievement of the objectives (Hollander, 1995; Sika-
vica et al, 2008).

In today’s business environment of rapid change and to adapting to interna-
tional markets, leadership is needed to change or adapt to new business situa-
tions (Bennis, 2007; Matic, 2004b; Matic and Vouk, 2005). Today, companies 
are most focused on customers, employees and the constant innovations in or-
der to compete with their competitors and to be able to successfully respond to 
requests from the environment (Verhoef, 2003; Matic, 2004a; Miloloža, 2013; 
Carnall, 1990).

Previous studies have shown that leadership aff ects the success of the com-
pany, but it has not been suffi  ciently studied the impact of leadership on the 
success of the company, if the same has been measured with the system of bal-
anced scorecard. � erefore, the subject of this paper is the impact of leadership 
on the performance of companies measured by a system of balanced scorecard 
in the Republic of Croatia.

2. LITERATURE REVIEW

T    

Leadership is a process of infl uence on people, and because each person is 
diff erent so there are more models of leadership (Stogdill, 1948; Gagné and 
Deci, 2005). Depending on the industry in which the company is located, but 
also on the characteristics of employees we can identify varies types based on 
leadership qualities and the behavior of leaders, contingency approach to lead-
ership and some new approaches to leadership models (Korman, 1973; Podsa-
koff  et al, 1995).
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Leadership based on the characteristics of leaders accepts the theory that 
leaders are born, or that the leadership is genetically predetermined. As desir-
able leadership qualities can be highlighted: an independent spirit, self-esteem 
and respect for others, effi  ciently and eff ectively master new tasks and willing-

ness for rapid change, a willingness to learn new, pleasant private life, especially 

the ability to communicate with new people (Levitsky, 1998; Palmer Wood-

ward, 2007). 

Leadership based on the behavior of leaders involves several types: leader-

ship based on the use of authority, Likert systems of leadership, leadership - 

oriented tasks, a continuum of leadership (Bahtijarević et al., 2008). Leadership 

based on the use of authority includes three basic styles: autocratic and demo-

cratic leader and leader of the free hand (Mullins, 2005). Autocratic leader is 

a person who manages other people with system of rewards and punishments, 

communicates by ordering and command and asks submission of the associ-

ates. Democratic leaders cooperate closely with associates and encourage their 

participation in the design and implementation of decisions. � e leader of the 

free hand (laissez faire) almost entirely left to the associates autonomy and in-

dependence in their work.

It is important to highlight Likert four degrees of leadership that are most-

ly based on motivation and communication between co-workers and leaders 

(Yousef, 2000). Extremely - authoritative leaders used fear and punishment to 

subordinates, as well as awards in certain situations and does not allow any 

independent decision - making. Benevolently - authoritarian leader usually uses 

with rewards to motivate associates, accepts the idea of co - workers as well as 

decision - making. � e consultative leader quite believes to its subordinates and 

to some extent used their ideas and knowledge. Participatory joint - leaders fully 

believes to its associates, accept their ideas and encourages a system of rewards 

and communicate with each other. Research has shown that the most successful 

companies are those in which the process of leadership involves participatory 

- joint leader (Chen and Tjosvold, 2006; Huang et al, 2010). Given the com-

plexity of the company and the business it is impossible to use only one style of 

leadership and a combination of several styles contributes most to the success of 

teams and achieving targets (Ranganayakulu, 2005). Continuity of leadership 

involves the application of a certain type of leadership, and selection of the best 

leadership to a particular situation (Tannenbaum and Schmidt, 1973).
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Contingency approach to leadership involves a leader who is heavily infl u-

enced by the situation in which it is located and which must be adjusted. Such an 

approach to leadership emphasizes that people do not become leaders because 

of its characteristics, but because of the situation they are in and which requires 

their actions (Buble, 2009). � ese models of leadership have their advantages 

and disadvantages, which means that the leaders must adapt its characteristics, 

the characteristics of its associates, but also a situation in which they are located 

so that they can successfully lead a team toward achieving the strategic goals of 

the company. In addition to the above models there are new approaches to the 

leadership as transformational leadership, charismatic leadership, systematic 

leadership, transactional leadership (Buble, 2009; Stewart, 2006).

An experienced leader who possesses the skills, knowledge and capabilities 

needed to run a team is very important in very challenging international busi-

ness (Matic and Lazibat, 2001; Matic and others, 2010). � e leaders are a key 

factor in solving the problems and confl icts in international business thus con-

tributing to achieving the goals and a long-term success (Zorlu and Hacıoğlu, 

2012). Multinational companies operating in diff erent parts of the world are 

facing problems because of cultural diff erences and business practices specifi c to 

each country. It is the task of leaders to reduce those diff erences in international 

business and align employees’ performance with respect to diff erent business 

cultures within the same company (Peterson and Hunt, 1997).

M          

  

Today’s business environment has been characterized by rapid change and 

adaptation to market conditions, and the companies, unless they need to achieve 

competitive advantage and success over the competition, should measure suc-

cess in achieving strategic goals. � e system of balanced scorecard proved to be 

a very eff ective instrument for the measurement and evaluation of performance 

in order to improve the effi  ciency of company management (Sekso, 2011).

� e system of balanced scorecard was developed by professors at Harvard 

University in the 1990s of the last century (Kaplan and Norton, 1996). � eir 

intention was to establish a way of measuring the achieved results and their 

comparison with the plan in order to monitor the success of the business. It is 

important to point out that the system of balanced scorecard derived from the 
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company’s strategy and how it is used to synchronize the fi nancial results ob-

tained with planned results in the future. Companies that have not developed a 

business strategy, as well as those who have a strategy, but it is not implemented 

or not exercising, cannot use the method of performance measurement with 

system of balanced scorecard (Niven, 2007).

� e system of balanced scorecard involves four perspectives that are studied 

at the same time when measuring the performance of the company: custom-

ers, internal processes, fi nances and employee learning and growth (Lončarević, 

2006). � e fi nancial perspective is a key factor contributing to the success of the 

company and it is the result of activities of the other three non - fi nancial per-

spectives. Clients represent a strategic orientation of the business management. 

In addition to retaining existing customers it is important to constantly be look-

ing for new clients. Satisfi ed and loyal customers greatly contribute to the suc-

cess of the company. Internal processes represent the possibility of growth and 

development of the business. Internal processes include improvement of exist-

ing business processes, but also the introduction of innovative ways of doing 

business. Learning and growth of employees involves training skills and knowl-

edge of employees, encouraging their motivation, includes the possibility of the 

information system, but also creates a work environment conducive to success. 

� e application of the system of balanced scorecards and achieve success within 

all four perspectives greatly leads to changes in the structure and organizational 

culture, as it moves from the present to the desired future of the organization 

(Sikavica and Novak, 1999).

3. METHODOLOGY

Research unit is a company registered in Croatia, and the population is a set 

of all such companies. � e frame of choice is a database of the Croatian Cham-

ber of Commerce, from which it will randomly select a sample of companies. 

Respondent is a president or member of the management of the  company, in 

which case the companies has been previously contacted by telephone in order 

to establish contact and explain the purpose, but also the confi dentiality of re-

search results, as well as their exclusive use for scientifi c purposes. � e survey 

was conducted on a stratifi ed sample of Total 60 companies divided into six 

sub-samples. Of that: (1) 10 small and medium-sized companies in the growth 

phase (code subsamples: SME growth); (2) 10 small and medium-sized compa-
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nies in the maturity stage (code subsamples: SME-maturity); (3) 10 small and 

medium-sized enterprises in the phase of stagnation (Code sub-samples: SMEs 

stagnation); (4) 10 large companies in the growth phase (code subsamples: 

Large-growth); (5) 10 large companies in the maturity stage (code subsamples: 

Large-growth) and (6) 10 large companies in the phase of stagnation (Code 

sub-samples: Large-stagnation).

Styles of leadership in organizations from the sample were measured using a 

questionnaire attached to this paper which are measured, using specifi c claims, 

autocratic, democratic and laissez-faire leadership style. � e Leadership Styles 

Questionnaire was taken from Northouse (2012). Respondents expressed on a 

scale of 1 to 5 the extent to which they agree with each statement.

Claims that measure the presence of an autocratic leadership style are:

  L 1. Employees need to be supervised closely, or they are not likely to do 

their work.

  L 4. It is fair to say that most employees in the general population are lazy.

  L 7. As a rule, employees must be given rewards or punishments in order 

to motivate them to achieve organizational objectives.

  L 10. Most employees feel insecure about their work and need direction.

  L 13. � e leader is the chief judge of the achievements of the members of 

the group.

  L 16. Eff ective leaders give orders and clarify procedures.

Claims that measure the presence of a democratic leadership style are:

  L 2. Employees want to be a part of the decision-making process.

  L 5. Providing guidance without pressure is the key to being a good leader.

  L 8. Most workers want frequent and supportive communication from 

their leaders.

  L 11. Leaders need to help subordinates accept responsibility for complet-

ing their work.

  L 14. It is the leader’s job to help subordinates fi nd their “passion.”

  L 17. People are basically competent and if given a task will do a good job.

Claims that measure the presence of laissez-faire leadership style are:

  L 3. In complex situations, leaders should let subordinates work problems 

out on their own.

  L 6. Leadership requires staying out of the way of subordinates as they do 

their work.
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  L 9. As a rule, leaders should allow subordinates to appraise their own 

work.

  L 12. Leaders should give subordinates complete freedom to solve prob-

lems on their own.

  L 15. In most situations, workers prefer little input from the leader.

  L 18. In general, it is best to leave subordinates alone.

M       :

Measuring the success of organizations in the sample was conducted using 

a questionnaire which measures the performance of the company relative to its 

competitors in the principal activity, with respect to fi nancial, process, market 

dimension to the success and the success of knowledge management. Respon-

dents expressed on a scale of 1 to 5 the extent to which they agree with the state-

ment that their company is better than the competition in the sector.

Dimensions of fi nancial success are:

  F1. Profi tability

  F2. Actual profi t

  F3. Return on Investment

Dimensions of market success are:

  T1. Customer satisfaction

  T2. Market share

  T3. Quality of products / services

Dimensions process success are:

  P1. ! e effi  ciency of internal processes

  P2. Innovation of products / services

  P3. Innovating internal processes

Dimensions success of knowledge management are:

  Z1. Employee competence

  Z2. Application of new technologies

  Z 3. Organizational climate

Data collected by primary research has been analyzed by the correlation 

analysis where examined the correlation between some variables which mea-

sure a certain style of leadership and individual variables that measure the 

success of company with system of balanced scorecards.
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4. RESEARCH RESULT

.. D   S

Table 1 shows the analyzed companies from the sample by the year of es-

tablishment. Approximately the same number of enterprises was established 

before 1945 (8) and after 2000 (6). � e largest number of companies was es-

tablished in the period of the 1991st to 2000th years (24).

Table 1. Companies in the sample by the year of establishment

Company was founded Number Structure in % Cumulative %

< 1945 8 13,3 13,3

1946-1990 22 36,7 50,0

1991-2000 24 40,0 90,0

2000 > 6 10,0 100,0

Total 60 100,0

Source: Research of the author, May, 2014

Table 2 shows the number of companies with respect to the number of em-

ployees. Of the total number of enterprises (60) half employs more than 250 

people. Approximately the same number of companies that have 50 employees 

(16) and 51-250 employees (14).

Table 2.  Distribution of the frequency of the sample companies according to 

the number of employees

 Number of employees Number Structure in % Cumulative %

< 50 16 26,7 26,7

51-250 14 23,3 50,0

>250 30 50,0 100,0

Total 60 100,0  

Source: Research of the author, May, 2014

Table 3 shows the number of companies by activity. � e minimum num-

ber of companies (1) is represented in the following activities: C - Mining and 

quarrying, E - supply an electric power, gas and water supply, and Q - Extra-

territorial organizations and bodies. A third of companies (20) is represented in 

D – Processing Industry. In most activities, are represented by two companies: 

I - Transport, storage and communication, J - Financial intermediation, M - 

Education and N - Health and social care.
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Table 3. Number of companies by activity

Industry Number Structure in % Cumulative %

A - Agriculture, hunting and forestry 9 15,0 15,0

C - Mining and quarrying 1 1,7 16,7

D - Processing Industry 20 33,3 50,0

E - Electricity, gas and water supply 1 1,7 51,7

F - Construction 4 6,7 58,3

G -  Wholesale and retail trade; repair of motor vehicles and 

motorcycles and personal and household goods
3 5,0 63,3

H - Hotels and restaurants 5 8,3 71,7

I - Transport, storage and communication 2 3,3 75,0

J - fi nancial intermediation 2 3,3 78,3

K - Real estate, renting and business activities 4 6,7 85,0

M - Education 2 3,3 88,3

N - Health and social care 2 3,3 91,7

O - Other community, social and personal service activities 4 6,7 98,3

Q - Extra-territorial organizations and bodies 1 1,7 100,0

Total 60 100  

Source: Research of an Author, May, 2014

Table 4 shows the number of companies by ownership. Most of the ana-

lyzed companies (47) is predominantly locally owned. ! e minimum number 

of enterprises are mainly state (4), while a growing number of foreign - owned 

companies (9)

Table 4. Number of companies by ownership

 The majority ownership of companies Number Structure in % Cumulative %

Majority locally 47 78,3 78,3

Majority foreign 9 15,0 93,3

Majority state 4 6,7 100,0

Total 60 100,0  

Source: Research of an Author, May, 2014

.. A      

Table 5 shows the answers of respondents, managers board members, ques-

tions which are evaluated to what extent you agree with the views that refl ect 

the autocratic style of leadership. It May be noted that the respondents largely 
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agree with particles L7. � e rule is that employees should be rewarded or punished 

in order to motivate them to achieve company goals (average score 4.12) and L13. 

A superior is the one who should evaluate the extent to which employees achieve goals 

(average score 4.10). Respondents are at least agreeing with particle L4. It is fair 

to say that the majority of employees, generally in the population, is lazy (average 

score 1.75). Standard deviations are in the range 0.77 to 1.40, based on which it 

concludes that the average grades are representative.

Table 5.  ! e presence of an autocratic style of leadership in all businesses 

together

N Min Max Average St. dev.

L 1. Employees need to be supervised closely, or they are not likely to 

do their work.
60 1 5 2,65 1,23

L 4. It is fair to say that most employees in the general population are 

lazy.
60 1 5 1,75 1,07

L 7. As a rule, employees must be given rewards or punishments in 

order to motivate them to achieve organizational objectives.
60 1 5 4,12 1,01

L 10. Most employees feel insecure about their work and need 

direction.
60 1 5 2,62 1,11

L 13. The leader is the chief judge of the achievements of the 

members of the group.
60 2 5 4,10 0,77

L 16. Effective leaders give orders and clarify procedures. 60 1 5 2,85 1,40

Source: Research of an Author, May, 2014

Table 6 shows the answers of respondents, managers board members, ques-

tions which are evaluated to what extent you agree with the views that refl ect 

the democratic style of leadership. It May be noted that the respondents largely 

agree with particles L 11. Superior should help their subordinates to accept respon-

sibility for the performance of their jobs (average score 4.32) and L8. Most em-

ployees want to frequent and friendly communication with their superiors (average 

score 4.18). Respondents are at least agreeing with particle L 14. ! e task of 

the superior is to assist employees’ favorite part of the job “(average score 3.65). 

Standard deviations are in the range 0.72 to 1.01, based on which it concludes 

that the average grade representative.
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Table 6.  � e presence of a democratic style of leadership in all businesses 

together

N Min Max Average St. dev.

L 2. Employees want to be a part of the decision-making process. 60 2 5 4,05 0,79

L 5. Providing guidance without pressure is the key to being a good 

leader.
60 2 5 4,00 1,01

L 8. Most workers want frequent and supportive communication from 

their leaders.
60 2 5 4,18 0,72

L 11. Leaders need to help subordinates accept responsibility for 

completing their work.
60 2 5 4,32 0,77

L 14. It is the leader’s job to help subordinates fi nd their “passion.” 60 1 5 3,23 0,89

L 17. People are basically competent and if given a task will do a 

good job.
60 2 5 3,65 0,86

Source: Research of an Author, May, 2014

Table 7 shows the answers of respondents, managers board members, ques-

tions which are evaluated to what extent you agree with the views that refl ect 

the laissez-faire leadership style. It May be noted that the respondents largely 

agree with particles L 18. Generally, it is best to let subordinates to do their job 

(average score 3.17) and L6. Superior should stay on the sidelines, while employees 

perform their jobs (average score 2.3). Respondents are at least agree with par-

ticle L9. Rule is that a superior should be left to the employees themselves to assess 

how well they have done their job. (average score 2.77).  Standard deviations are 

in the range 1.03 to 3.33, based on which it concludes that the average grade 

representative.

Table 7.  � e presence of a laissez-faire style of leadership in all businesses 

together

N Min Max Average St.dev.

L 3. In complex situations, leaders should let subordinates work 

problems out on their own.
60 1 5 2,78 1,33

L 6. Leadership requires staying out of the way of subordinates as 

they do their work.
60 1 5 3,02 1,03

L 9. As a rule, leaders should allow subordinates to appraise their own 

work.
60 1 5 2,77 1,05

L 12. Leaders should give subordinates complete freedom to solve 

problems on their own.
60 1 5 2,90 1,15

L 15. In most situations, workers prefer little input from the leader. 60 1 5 2,97 1,07

L 18. In general, it is best to leave subordinates alone. 60 1 5 3,17 1,12

Source: Research of an Author, May, 2014
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..  T          

 

Table 8 shows the answers of respondents, manager board members, ques-

tions which evaluated the performance of all companies along the measured 

system of balanced scorecards while comparing the mean of answers from all 

companies. It May be noted that respondents from all companies are considered 

to be equally important particles F1. Profi tability, F2. Realized gains and F3. 

Return on investment within the dimensions of fi nancial performance (average 

score 3.50). Within the dimensions of market performance of participants of 

all companies are most consistent with two particles (T1. Customer satisfaction 

and T3. � e quality of products / services; average score 4.20). Respondents 

are most agree with particle P2. Innovation of products / services within the 

dimensions of process performance (average score 4:00). Respondents from all 

companies are considered to be equally important particles Z1. Staff  competen-

cy, Z2. Application of new technologies and Z3. Organizational climate within 

the dimensions of Knowledge and employees (average score 2.4).

Comparing these dimensions, it can be concluded that respondents largely 

agree with particles T1. Customer satisfaction and T3. Quality of products 

/ services (average score 4.20) within the dimensions of market performance 

until at least agree with particle F3. Return on investment within the dimen-

sions of fi nancial performance (average score 3.52). For particles in the all four 

dimensions of the performance, the standard deviations are in the range from 

0.62 to 1.03, based on which it is concluded that the average score is representa-

tive. For all groups of indicators by dimensions of success, Cronbach’s alpha is 

greater than or approximately 0.7, indicating their consistency.
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Table 8.  � e success of all businesses together measured with system of bal-

anced scorecard

N Min Max Average St.dev. Cronbach’s alpha

Financial success

F1. Profi tability 60 2 5 3,533 0,833

0,825F2. Actual Profi t 60 2 5 3,500 0,893

F3. Return of the Investment 60 2 5 3,517 0,930

Market success

T1. Customer satisfaction 60 2 5 4,200 0,684

0,710T2. Market Share 60 1 5 3,883 1,027

T3. Quality of the product / service 60 2 5 4,200 0,755

Process success

P1. The effi ciency of internal processes 60 2 5 3,767 0,767

0,717P2. Innovation of products / services 60 2 5 4,000 0,781

P3. Innovating internal processes 60 1 5 3,833 0,886

Success of knowledge management

Z1. Employee competence 60 3 5 4,017 0,624

0,679Z2. Application of new technologies 60 2 5 4,017 0,854

Z3. Organizational climate 60 2 5 4,017 0,748

Source: Research of an Author, May, 2014

Table 9 shows the average value of the success measured with system of 

balanced scorecard for all companies together. Highest average grade is for the 

dimension Market (4.094), and dimension Finance (3.517) has the lowest av-

erage grade. Standard deviations are in the range 0.58 to 0.76, based on which 

it concludes that the average grade representative.

Table 9.  Average values by measuring the success with a system of balanced 

scorecard for all companies together

N Min Max Average St.dev.

Financial average score 60 2,000 5,000 3,517 0,763

Market average score 60 2,333 5,000 4,094 0,664

Process average score 60 2,000 5,000 3,867 0,650

Knowledge average score 60 2,333 5,000 4,017 0,584

Source: Research of an Author, May, 2014
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Table 10 presents Spearman correlation analysis of the authoritarian leader-

ship style and BSC.  Companies in which managers believe that „It is fair to say 

that most employees in the general population are lazy” (L4) has lower results 

in knowledge average score as well as in the indicator Z2. Implementation of 

new technologies (as indicated by the negative correlation coeffi  cient). Compa-

nies in which managers believe that „Most employees feel insecure about their 

work and need direction.” (L10) has lower results in following indicators T2, 

T3, Z1, Z2, and Z3, as well as market average score and knowledge average 

score (as indicated by the negative correlation coeffi  cient).

Table 10.  Spearman correlation analysis of the Authoritarian leadership style 

and BSC indicators

BSC indicators
Spearman 

correlation analysis

Authoritarian leadership style

L1 L4 L7 L10 L13 L16

F1 Corr Coeffi cient -0,046 0,031 0,083 -0,096 0,205 0,144

  Sig. (2-tailed) 0,725 0,816 0,530 0,467 0,116 0,272

F2

 

Corr Coeffi cient 0,013 0,002 0,111 -0,134 0,074 0,173

Sig. (2-tailed) 0,920 0,987 0,398 0,307 0,576 0,187

F3 Corr Coeffi cient 0,059 -0,043 0,059 -0,212 0,073 -0,058

  Sig. (2-tailed) 0,656 0,746 0,657 0,104 0,582 0,661

T1

 

Corr Coeffi cient 0,140 -0,032 0,128 -0,224 0,228 -0,072

Sig. (2-tailed) 0,287 0,809 0,329 0,085 0,079 0,585

T2 Corr Coeffi cient -0,091 -0,199 -0,008 -0,319(*) 0,198 0,043

  Sig. (2-tailed) 0,488 0,127 0,950 0,013 0,129 0,744

T3

 

Corr Coeffi cient 0,151 0,082 -0,179 -0,267(*) 0,152 -0,027

Sig. (2-tailed) 0,250 0,531 0,172 0,039 0,245 0,841

P1 Corr Coeffi cient 0,108 -0,056 0,159 0,046 0,023 0,113

  Sig. (2-tailed) 0,412 0,671 0,225 0,729 0,859 0,391

P2

 

Corr Coeffi cient 0,077 -0,196 -0,099 -0,166 -0,032 -0,049

Sig. (2-tailed) 0,556 0,133 0,451 0,205 0,81 0,713

P3 Corr Coeffi cient -0,066 -0,169 0,088 -0,13 -0,07 -0,055

  Sig. (2-tailed) 0,619 0,197 0,505 0,324 0,595 0,679

Z1

 

Corr Coeffi cient -0,209 -0,126 0,091 -0,306(*) -0,042 -0,097

Sig. (2-tailed) 0,110 0,337 0,490 0,017 0,752 0,459

Z2 Corr Coeffi cient -0,052 -0,499(**) -0,067 -0,302(*) 0,095 -0,07

  Sig. (2-tailed) 0,693 0,000 0,613 0,019 0,469 0,597
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Z3

 

Corr Coeffi cient -0,142 -0,124 0,048 -0,348(**) 0,105 0,079

Sig. (2-tailed) 0,278 0,346 0,714 0,006 0,427 0,548

Financial average 

score

Corr Coeffi cient 0,020 -0,011 0,115 -0,191 0,136 0,083

Sig. (2-tailed) 0,877 0,935 0,381 0,144 0,299 0,528

Market average 

score

Corr Coeffi cient 0,022 -0,101 -0,050 -0,355(**) 0,262(*) -0,014

Sig. (2-tailed) 0,867 0,442 0,705 0,005 0,044 0,914

Process average 

score

Corr Coeffi cient 0,049 -0,148 0,041 -0,102 -0,04 -0,006

Sig. (2-tailed) 0,710 0,259 0,757 0,44 0,759 0,964

Knowledge 

average score

Corr Coeffi cient -0,148 -0,327(*) 0,000 -0,410(**) 0,069 -0,031

Sig. (2-tailed) 0,259 0,011 0,998 0,001 0,602 0,812

Total number of positive and 

negative correlations
-0/+0 -2/+0 -0/+0 -7/+0 -0/+0 -0/+0

Note: * statistically signifi cant at 5%, ** statistically signifi cant at 1%

Table 11. presents Spearman correlation analysis of the democratic leader-

ship style and BSC.  Companies in which managers believe that Employees 

want to be a part of the decision-making process (L2) also have higher score 

of F2 (as indicated by the positive correlation coeffi  cient). Companies in which 

managers believe that Providing guidance without pressure is the key to being a 

good leader (L5) also have higher score of Z2 (as indicated by the positive cor-

relation coeffi  cient). Companies in which managers believe that Leaders need 

to help subordinates accept responsibility for completing their work. (L11) also 

have higher score of P2 (as indicated by the positive correlation coeffi  cient). 

Finally, companies in which managers believe that It is the leader’s job to help 

subordinates fi nd their “passion.” (L14) also have higher score of F1, F2, and 

Financial average score (as indicated by the positive correlation coeffi  cient).
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Table 11.  Spearman correlation analysis of the Democratic leadership style and 

BSC indicators

BSC 

indicators

Spearman 

correlation analysis

Democratic leadership style

L2 L5 L8 L11 L14 L17

F1 Corr Coeffi cient 0,073 -0,081 0,119 0,126 0,305(*) -0,03

  Sig. (2-tailed) 0,578 0,538 0,363 0,339 0,018 0,821

F2

 

Corr Coeffi cient 0,264(*) 0,155 0,183 0,051 0,374(**) 0,036

Sig. (2-tailed) 0,041 0,238 0,162 0,699 0,003 0,786

F3 Corr Coeffi cient 0,023 -0,02 0,016 0,091 0,075 -0,063

  Sig. (2-tailed) 0,862 0,878 0,904 0,488 0,571 0,632

T1

 

Corr Coeffi cient 0,131 0,089 -0,001 0,182 0,066 -0,035

Sig. (2-tailed) 0,318 0,498 0,993 0,164 0,617 0,788

T2 Corr Coeffi cient 0,061 -0,119 0,015 0,205 -0,033 0,185

  Sig. (2-tailed) 0,644 0,366 0,911 0,116 0,803 0,157

T3

 

Corr Coeffi cient 0,082 -0,106 -0,113 0,079 -0,067 0,004

Sig. (2-tailed) 0,532 0,419 0,391 0,548 0,611 0,976

P1 Corr Coeffi cient 0,166 -0,009 0,047 -0,034 0,253 -0,082

  Sig. (2-tailed) 0,206 0,946 0,72 0,795 0,051 0,534

P2

 

Corr Coeffi cient 0,100 -0,134 -0,039 0,258(*) -0,012 -0,139

Sig. (2-tailed) 0,447 0,307 0,768 0,046 0,927 0,288

P3 Corr Coeffi cient 0,244 -0,006 0,089 -0,049 0,027 -0,192

  Sig. (2-tailed) 0,060 0,963 0,497 0,708 0,837 0,141

Z1

 

Corr Coeffi cient 0,166 0,273(*) 0,048 0,043 -0,142 -0,098

Sig. (2-tailed) 0,206 0,035 0,718 0,742 0,28 0,458

Z2 Corr Coeffi cient 0,046 0,189 0,032 0,062 -0,143 0,12

  Sig. (2-tailed) 0,728 0,149 0,811 0,641 0,277 0,359

Z3

 

Corr Coeffi cient 0,036 0,179 0,094 -0,117 -0,113 -0,117

Sig. (2-tailed) 0,787 0,170 0,474 0,372 0,388 0,372

Financial 

average score

Corr Coeffi cient 0,149 0,015 0,094 0,106 0,278(*) 0,001

Sig. (2-tailed) 0,255 0,908 0,473 0,420 0,032 0,992

Market 

average score

Corr Coeffi cient 0,103 -0,076 0,000 0,234 -0,022 0,087

Sig. (2-tailed) 0,435 0,564 0,999 0,072 0,869 0,51

Process 

average score

Corr Coeffi cient 0,206 -0,126 0,034 0,047 0,098 -0,191

Sig. (2-tailed) 0,115 0,337 0,795 0,722 0,457 0,144

Knowledge 

average score

Corr Coeffi cient 0,068 0,277(*) 0,053 -0,067 -0,177 0,023

Sig. (2-tailed) 0,604 0,032 0,69 0,609 0,175 0,861

Total number of positive and 

negative correlations
+1/-0 +2/-0 -0/+0 +1/-0 +3/-0 -0/+0

Note: * statistically signifi cant at 5%, ** statistically signifi cant at 1%
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Table 12. presents Spearman correlation analysis of the Laissez-faire lead-

ership style and BSC.  Companies in which managers believe that Leadership 

requires staying out of the way of subordinates as they do their work. (L6) also 

have lower score of P2 (as indicated by the negative correlation coeffi  cient), but 

int he same time higher score of Z3 (as indicated by the positive correlation 

coeffi  cient). Companies in which managers believe that as a rule, leaders should 

allow subordinates to appraise their own work (L9) also have higher score of 

T1 (as indicated by the positive correlation coeffi  cient). Finally, companies in 

which managers believe that in most situations, workers prefer little input from 

the leader (L25) also have higher score of F3 (as indicated by the positive cor-

relation coeffi  cient).

Table 12.  Spearman correlation analysis of the Laissez-faire leadership style 

and BSC indicators

BSC indicators
Spearman 

correlation analysis

Laissez-faire leadership style

L3 L6 L9 L12 L15 L18

F1 Corr Coeffi cient -0,166 0 -0,149 -0,183 0,136 -0,141

  Sig. (2-tailed) 0,206 1 0,256 0,161 0,299 0,283

F2

 

Corr Coeffi cient -0,18 -0,016 -0,142 -0,097 0,066 -0,15

Sig. (2-tailed) 0,168 0,906 0,28 0,462 0,618 0,253

F3 Corr Coeffi cient 0,029 -0,011 0,018 -0,191 0,365(**) -0,083

  Sig. (2-tailed) 0,824 0,932 0,889 0,144 0,004 0,529

T1

 

Corr Coeffi cient -0,027 0,075 0,278(*) -0,152 -0,094 0,104

Sig. (2-tailed) 0,836 0,571 0,031 0,246 0,476 0,43

T2 Corr Coeffi cient -0,112 -0,077 0,167 -0,139 -0,090 -0,173

  Sig. (2-tailed) 0,393 0,561 0,201 0,288 0,493 0,186

T3

 

Corr Coeffi cient -0,119 -0,072 0,06 -0,253 -0,042 -0,098

Sig. (2-tailed) 0,367 0,584 0,651 0,051 0,748 0,455

P1 Corr Coeffi cient -0,043 -0,02 0,041 -0,147 0,093 -0,03

  Sig. (2-tailed) 0,745 0,881 0,758 0,262 0,480 0,820

P2

 

Corr Coeffi cient -0,082 -0,257(*) 0,007 -0,074 0,021 -0,172

Sig. (2-tailed) 0,536 0,047 0,959 0,572 0,874 0,188

P3 Corr Coeffi cient -0,035 -0,101 0,137 -0,17 0,186 0,095

  Sig. (2-tailed) 0,789 0,444 0,297 0,195 0,156 0,47

Z1

 

Corr Coeffi cient 0,17 0,17 0,116 -0,166 0,073 0,155

Sig. (2-tailed) 0,193 0,195 0,379 0,206 0,579 0,238

Z2 Corr Coeffi cient -0,114 -0,153 0,085 -0,164 0,072 -0,064

  Sig. (2-tailed) 0,387 0,244 0,516 0,21 0,584 0,627
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Z3 Corr Coeffi cient 0,121 0,298(*) -0,028 -0,245 0,081 0,1

  Sig. (2-tailed) 0,358 0,021 0,829 0,059 0,538 0,448

Financial average 

score

Corr Coeffi cient -0,127 -0,012 -0,086 -0,183 0,229 -0,155

Sig. (2-tailed) 0,334 0,925 0,511 0,161 0,079 0,238

Market average 

score

Corr Coeffi cient -0,138 -0,057 0,159 -0,229 -0,143 -0,118

Sig. (2-tailed) 0,293 0,665 0,226 0,079 0,277 0,369

Process average 

score

Corr Coeffi cient -0,056 -0,152 0,045 -0,156 0,131 -0,046

Sig. (2-tailed) 0,668 0,247 0,733 0,235 0,318 0,727

Knowledge 

average score

Corr Coeffi cient 0,071 0,12 0,067 -0,215 0,109 0,091

Sig. (2-tailed) 0,588 0,362 0,612 0,099 0,407 0,488

Total number of positive and negative 

correlations
-0/+0 +1/-1 +1/-0 -0/+0 +1/-0 -0/+0

Note: * statistically signifi cant at 5%, ** statistically signifi cant at 1%

Table 13 provides the information on total number of statistically signifi cant 

Spearman correlation coeffi  cients according to leadership style. Statements that 

refl ect authoritarian style had total number of 9 negative impacts to the busi-

ness performance, and none positive. Statements that refl ect democratic style 

had total number of 6 positive impacts to the business performance, and none 

negative. Statements that refl ect Laissez-faire style had total number of 3 posi-

tive impacts to the business performance, and one negative.

Table 13.  Total number of statistically signifi cant Spearman correlation coef-

fi cients according to leadership style

Leadership style Total number of positive and negative correlations

Authoritarian -9/+0

Democratic +6/-0

Laissez-faire +3/-1

5. CONCLUSION

Leaders contribute to the success of the organization on several levels: man-

age change, directing associates, leading to the resolution of the set goals, en-

courage others to fully use their skills and abilities (Locke and Latham, 1990; 

Turkalj and Mujić, 2002). " e aim of this study was to investigate the impact of 
leadership on the performance of companies measured with system of balanced 
scorecard in the Republic of Croatia.
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In order to achieve the goal of the paper, empirical research on a sample of 

Croatian companies was carried out. As a unit of study is defi ned as a company 

registered in Croatia, where the population includes a collection of all such com-

panies. Companies are selected randomly using the database of the Croatian 

Chamber of Commerce as the framework of choice. Respondent was president 

or a board member of the company, and the interviews were conducted on a 

stratifi ed sample of 60 companies, which was divided into six sub-samples with 

respect to the size of the company (SMEs vs. large companies) and the stage of 

development of the companies (leaders vs. followers). As a research instrument 

a Leadership Styles Questionnaire was used taken from Northouse (2012). 

Also a questionnaire was used which measures the performance of companies 

with respect to the four dimensions: fi nancial, process, market performance and 

the success of knowledge management.

� e results showed that there is a correlation between leadership styles and 

corporate performance measured with the method of balanced scorecard. It is 

possible to conclude that authoritarian leadership style has in general negative 

eff ect to the business performance of the Croatian companies, especially in the 

fi eld of knowledge management performance. On the other hand democratic 

leadership style has in general positive eff ect to the business performance of the 

Croatian companies, especially in the fi eld of fi nancial performance, but also in 

the fi eld of process and knowledge management performance. Impact of laissez-

faire leadership style was the weakest. It can be concluded that it is necessary in 

future research papers further investigate the impact of leadership on the com-

pany due to their size, stage of growth and international orientation.
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