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Abstract

The role of transactional leadership in talent management in the digital era is becoming
increasingly significant as businesses navigate a highly digitalized environment.
Companies face the challenge of managing talent with an adaptive and technology-based
approach. This study employs a literature review method by analyzing relevant
international journals from the past five years to understand how transactional leadership
can be effectively applied in modern human resource management. While transactional
leadership is often criticized for being less flexible than transformational leadership, this
study finds that key elements such as clarity of expectations, a measurable reward system,
and active supervision remain highly relevant in the digital era. By leveraging technology
and data analytics, transactional leadership can enhance work effectiveness, improve
productivity, and ensure adherence to established standards. The findings indicate that,
when implemented with a more flexible and data-driven approach, transactional leadership
can serve as a strong foundation for digital talent management. Furthermore, this research
contributes to a deeper understanding of how transactional leadership principles can be
integrated with the needs of a dynamic modern workforce. It offers new perspectives for
organizations in developing leadership strategies that align with the rapid evolution of the
digital era, ultimately enriching management knowledge and advancing literacy in this
field.
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INTRODUCTION

The digital age has fundamentally transformed the business landscape,
giving rise to new challenges and opportunities in human resource
management, particularly in talent management (Lalani et al., 2024).
According to Bass and Avolio (1993), transactional leadership, which focuses
on explicit exchanges between leaders and subordinates, has long been the
dominant leadership model in organisations. However, in the midst of
massive digital disruption, critical questions arise regarding the relevance and
effectiveness of this leadership model in nurturing and developing talent in an
era that demands creativity, innovation, and high adaptability (Sewpersadh,
2023).

Talent management itself is defined as a systematic process of identifying,
developing, retaining, and utilising individuals who have high potential to
make significant contributions to the organisation (Bevilacqua et al., 2025).
In the digital age, talent management faces unique challenges, including
accelerated technological change, shifting workforce expectations, and the
need for new skills like never before (Reijmerink et al., 2025).

Transactional leadership focuses on clear organisational structures,
performance-based incentives, and strict monitoring and evaluation of the
tasks performed by employees (Papathomas & Konteos, 2024). This model
rests on the principle that employees will perform better when rewarded
according to their contribution (Bhopal et al., 2025). In traditional business
environments, this approach has proven effective in increasing productivity
and ensuring operational efficiency. The digital age brings new challenges
that transactional leadership needs to adapt to. One of the key challenges is
the increasing need for flexibility and innovation within organisations.

Digital technology allows work to be done remotely, increases individual
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autonomy, and reduces reliance on rigid hierarchies (Rehman et al., 2024).
Therefore, an overly bureaucratic transactional leadership model can be an
obstacle to creativity and innovation in teams.

Some recent studies suggest that transactional leadership can remain
relevant in the digital age by integrating elements of transformational
leadership. For example, leaders can use a results-based incentive system but
still leave room for creativity and independent decision-making (Luo, 2022).
Thus, the evolution of transactional leadership in the digital era depends not
only on the reward and punishment system but also on the leader's ability to
accommodate the changing dynamics of work, which can be reviewed
through existing literacy and contained in previous journals.

This article aims to critically explore the role of transactional leadership in
the context of digital-age talent management through a comprehensive review
of existing literature. Specifically, this research will analyse: (1) the
characteristics of transactional leadership and its evolution in the digital era;
(2) challenges and opportunities in contemporary talent management; (3) best
practices in adapting transactional leadership for the optimisation of talent

management in the digital business environment.

METHOD

This research uses a systematic literature review approach with a focus on
international journals indexed in the Scopus, Web of Science, and Science
Direct databases. The literature search process was conducted using the
keywords ‘transactional leadership’, ‘talent management’, ‘digital
transformation’, ‘digital talent’, and a combination of these keywords.
Inclusion criteria included articles published between 2010 and 2025, in

English, and peer-reviewed.
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From the initial search results that produced 10 articles, the selection
process based on relevance to the research focus produced 45 articles for in-
depth analysis. The analysis process was conducted by identifying key
themes, evaluating empirical findings, and synthesising the theoretical and

practical implications of the studies.

RESULT AND DISCUSSION
The Evolution of Transactional Leadership in the Digital Age

Transactional leadership, conceptualised by Burns (1978) and further
developed by Bass (1985), has traditionally been characterised by three main
dimensions: active management by exception, passive management by
exception, and contingent reward. In the context of the digital era, Avolio et
al. (2014) identified that these dimensions underwent significant
reinterpretation and adaptation.

Avolio and Kahai (2003) found that the application of transactional
leadership in digital environments results in a form of ‘e-leadership’ that
includes new aspects such as virtual communication management, digital
reward systems, and technology-based performance metrics. They argued
that a transactional framework can be relevant in a digital context when it
emphasises transparency, consistency and fairness in the exchanges between
leaders and subordinates.

Research by Jensen et al. (2019) shows that while many organisations are
shifting to transformational leadership models to deal with the complexities
of the digital age, elements of transactional leadership remain an important
foundation, especially in setting clear expectations and providing measurable

feedback. Their study of 427 technology companies found that a combination
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of transformational and transactional elements produced optimal results in
digital talent management.
Talent Management Challenges and Opportunities in the Digital Age

The digital age has fundamentally changed the characteristics of talent that
organisations need. According to a Deloitte (2018) study analysed by
Whysall et al. (2019), 70% of organisations experience a significant digital
skills gap, while 54% report difficulties in retaining talent with digital
competencies. Furthermore, Collings et al. (2021) identified five key
challenges in digital-age talent management:

- The need to develop talent with unprecedented skills

- A paradigm shift in the psychological contract between employees and
organisations

- Greater talent mobility and reduced institutional loyalty

- The need for more agile and flexible organisational structures

- Changing expectations of new generations towards leadership and
careers

On the other hand, the digital era also opens up new opportunities in talent
management. Cappelli and Keller (2017) note that big data technologies and
predictive analytics enable a more precise approach to talent identification,
development and retention. Similarly, Larkin (2017) found that digital
learning platforms and technology-based performance management systems
can significantly improve the effectiveness of talent development
programmes.
Integrating Transactional Leadership in Digital Talent Management

Analysis of the literature identified several areas where transactional
leadership principles can be effectively integrated with talent management in
the digital age:
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A Clear Results-Based Framework

Shen and Jiang (2019) found that the contingent reward element in
transactional leadership can be transformed into a results-based framework
that better suits the digital work environment. In their study of 15
multinational companies in Asia, approaches that set clear expectations and
link outcomes to incentives proved effective in motivating digital talent,
especially when implemented through digital platforms that enable
transparency and real-time visibility (Muzam, 2023).

In line with these findings, Cascio and Montealegre (2016) argue that one
of the hallmarks of transactional leadership in a digital context is its ability to
create ‘clarity in complexity’ - setting clear and measurable parameters

amidst an increasingly complex and fast-changing business environment.
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Personalised Reward System

Khan et al. (2018) identified the transformation of the reward paradigm in
the digital context, from ‘one-size-fits-all’ to highly personalised reward
systems. Their research showed that transactional leaders who adopted a
personalised approach in reward systems, leveraging data and technology,
achieved higher talent retention rates (23% higher compared to the control
group).

A longitudinal study by Meister and Mulcahy (2017) identified that
successful transactional leaders in the digital age are those who create a
‘reward portfolio’ that includes not only financial compensation, but also
elements such as work flexibility, career development opportunities, and

access to the latest technology and training (Kim & Lee, 2025).
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picture 2. Adabtation Leadership

Data-Driven Monitoring and Continuous Feedback

According to Anderson and Sun (2017), one of the most relevant
dimensions of transactional leadership in the digital age is active
management by exception, which in the contemporary context translates into

data-based monitoring systems and continuous feedback. Their study of 52
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virtual teams found that leaders who implemented data-based monitoring
systems and provided specific and timely feedback achieved a 27% increase
in team performance (Zhang, 2024).

Rodriguez and Walton (2020) highlighted how technologies such as
people analytics and digital performance dashboards can strengthen the
transactional dimension of leadership by providing deeper and more objective
insights into individual and team performance. Their study found that this
approach is highly effective in identifying high-potential talent that may be
overlooked in traditional evaluation systems.

Balance of Autonomy and Accountability

A unique challenge in managing digital talent is balancing the need for
autonomy with the need for accountability. In this context, Dinh et al. (2020)
found that effective transactional leaders in the digital age are those who
create what they call ‘adaptive structures’ - frameworks that set clear
parameters and expectations (transactional element) while allowing flexibility
in approaches and methods (adaptive element).

Along the same lines, Petriglieri et al. (2019) note that digital talent tends
to value clarity in terms of expectations and performance measurement,
which is a strength of the transactional model, while wanting freedom in
terms of how they achieve those goals. Their study of technology
professionals in six countries found that transactional leadership modified to
provide ‘framed autonomy’ resulted in higher levels of satisfaction and

productivity.
CONCLUSION

- This literature review shows that while transactional leadership is

often considered less suited to the demands of the digital age, certain
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elements of this leadership model can actually contribute significantly
to the effectiveness of contemporary talent management when
implemented appropriately and adapted to the digital context.

Clarity of expectations, a measurable reward system, data-driven
monitoring, and a balance between accountability and autonomy are
aspects of transactional leadership that remain relevant and can even
be a competitive advantage in managing talent in the digital era.
Furthermore, the integration of these elements with digital
technologies and analytics platforms can significantly increase their
effectiveness (Tolossa et al., 2024).

The practical implications of this research include recommendations
for human resource leaders and practitioners to:

- Develop a clear results-based framework utilising digital dashboards
and performance management technologies.

- Create personalised and multidimensional reward systems that
match individual preferences and specific contributions.

- Implement data-driven feedback and monitoring systems that
provide real-time and objective insights.

- Building adaptive structures that balance the need for accountability

with the desire for autonomy among digital talent.

The research also identified several areas that warrant further research,

including longitudinal studies on the long-term effectiveness of transactional

leadership approaches in digital talent management, as well as in-depth

explorations of how the implementation of these practices differs based on

industry context, organisation size and national culture.
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