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Introduction
1.1 Background of the Study

Leadership is still a fundamental factor in organizational performance and innovation. In healthcare, leadership extends beyond administrative oversight to motivate, inspire, and lead teams towards betterment. The healthcare industry has never faced a more challenging environment: technological transformation and regulations; workforce shortages and ever higher expectations from patients. And as we approach that challenge, leadership models that foster creativity and innovation are important (Al-Harthy, 2021). 

Transformational and transactional leadership are among the most popular approaches to leadership, first introduced by Burns (1978) and further developed by Bass (1985) to the point of understanding how leaders influence followers. Transformational leaders motivate their followers through vision, motivation, and intellectual stimulation to encourage innovation and change. Transactional leaders, however, use a system of rewards and penalties to ensure order and deliver on their goals. Both methods have value, but their application to the development of innovation cultures in healthcare project teams is still a very recent topic in Saudi Arabia. 

1.2 Leadership in the Healthcare Context

Healthcare organizations are multidisciplinary in nature and work from the clinical, administrative, and technological perspectives. Leadership in this context is key to the completion of work and communication, trust, and innovation within the team. It has been shown in Western cultures that transformational leadership breeds creativity in nurses and interdepartmental collaboration and patient-centered care (Boamah et al., 2018).

 However, the transactional leadership aspect of healthcare management is still prevalent because it is organized, and it is very practical in clinical management. Healthcare organizations in Saudi Arabia such as the Saudi Commission for Health Specialties (SCFHS) and the Ministry of Health (MOH), for example, have conducted modernization projects that are in line with Saudi Vision 2030 and are all about innovation, quality, and digital transformation in healthcare delivery. Nevertheless, there is limited evidence of the connection of leadership style to innovation culture in Saudi healthcare project teams. 

Most national studies have focused on leadership’s impact on job satisfaction, organizational commitment, and productivity (Al-Harbi et al., 2022; Alshahrani, 2020), and innovation has been seen as secondary, or even an indirect benefit of leadership. 

1.3 Innovation Culture in Healthcare

Innovation culture of values, beliefs, and ways of working in an organization for creativity and experimentation (Anderson et al., 2014). In healthcare, creating an innovation culture is about having people come up with new ideas for how to care for the patients, deliver services, and be more efficient. A culture of innovation can increase patient safety, digital transformation adoption, and engagement. But such a culture does not emerge in a vacuum; it requires solid leadership and an organizational structure that encourages risk-taking and continuous learning. 

In project-based healthcare settings—from hospital quality improvement programs, health IT systems, and training programs led by SCFHS—it is the leaders who shape innovation culture. Transformational leaders can inspire vision-driven innovation, whereas transactional leaders can ensure procedural consistency and accountability. The balance can be necessary in order to maintain quality and be able to think of creative solutions. This reality is particularly relevant in Saudi Arabia, where healthcare transformation is a national priority. 

1.4 Leadership and Innovation in the Saudi Vision 2030 Context

Saudi Vision 2030 places healthcare innovation at the heart of its vision of sustainable national development. It calls for digital health solutions, performance improvement, and workforce development to improve healthcare services. Leadership is seen as an essential factor in enabling healthcare workers to take creative, evidence-based steps in this transformation. Therefore, the study of leadership style and its effect on innovation culture is in line with national policy goals and ongoing social changes in Saudi healthcare institutions. 

The Vision is all about human capital development as well as organizational agility, which are in direct line with transformational leadership activities including intellectual stimulation and individualization. In addition, transactional mechanisms (e.g., clear performance systems and accountability structures) remain important to the execution of innovative projects. Both leadership models can be leveraged to maximize innovation performance in Saudi healthcare.


1.5 Purpose of the Study

The study aims to analyze if there is a difference in the effect of transformational and transactional leadership styles on the innovation culture of healthcare project teams in Saudi Arabia. It asks what leadership style promotes creativity, collaboration, and adaptability best in healthcare and whether organizational structure is a moderating factor in this relationship. 

The findings of the study will add to leadership theory, innovation management, and healthcare reform in healthcare that will give evidence-based insights on leadership development and organizational design.




1.6 Problem Statement
Healthcare leadership has long been recognized for being a key determinant of performance and innovation. Despite the growing international literature on how leadership style influences innovation, however, there are no studies that have been conducted in the Saudi healthcare sector for this purpose yet. For instance, previous research by the Saudi Commission for Health Specialties (SCFHS) and other private sector institutions concentrated on the impact of leadership on employee satisfaction, productivity, and organizational commitment (Alshahrani, 2020; Al-Harbi et al., 2022). 

These studies are worth considering; however, they have not explored innovation culture as a direct outcome variable for leadership styles. This is especially important because healthcare organizations in Saudi Arabia are undergoing rapid transformation under the banner of Saudi Vision 2030. The Vision aims to have healthcare systems that are not only efficient but also innovative, adaptive, and knowledge-based. Leaders need to not only run the day-to-day business but also create spaces for creativity, learning, and experimentation. But the question of which leadership style is better for innovation—transformational or transactional—and not all about generating such innovation culture is not addressed in Saudi healthcare practice. 

Moreover, the structure of healthcare institutions, which are hierarchical and bureaucratic, may help to moderate the relationship between leadership and innovation culture. How leadership styles are influenced in different organizational settings (e.g., government hospitals under MOH and semi-autonomous organizations like SCFHS projects) does not seem to be clear. This dynamic is important for the design of leadership development programs and organizational reforms that actually improve innovation. A summary of the problem we are addressing can be summarized as follows: Although leadership is known to be a factor in performance in Saudi healthcare organizations, its specific role in shaping innovation culture in project teams is not well understood, and the moderating effect of organizational structure is still unknown.



1.7 Importance of the Study
 This study is important for many theoretical, practical, and policy reasons: 

I. Theoretical Value. From a theoretical point of view, our work adds to the literature that covers leadership and organizational innovation by combining two major sources: The Transformational-Transactional Leadership Model (Bass & Avolio, 1994) that describes leadership behavior and how leadership behavior affects the motivation and performance of followers. The Innovation Climate Theory (Anderson et al., 2014) that focuses on the environment and culture that drive creativity and innovation in teams. Using these perspectives, the study provides a conceptual model of leadership style, organizational structure, and innovation culture in the healthcare context, which is a topic not well covered in Saudi and Middle Eastern research. 

II. Practical relevance. From a practical standpoint, the study is useful for healthcare administrators, project managers, and policymakers. With the Saudi healthcare system moving towards digital transformation, quality improvement, and knowledge-based management, the knowledge-based leadership attitude in the region can inform leadership development, talent management, and organizational design. The findings can provide guidance for leadership development at SCFHS and MOH institutions to foster and nurture leaders who are able to not only remain operational but can also foster creativity and innovation in their teams. 

III. Policy Importance. The research is in line with national targets of Saudi Vision 2030 and the Health Sector Transformation Program and National Transformation Program (NTP). Both emphasize innovation, efficiency, and human capital development as the key drivers of reform. The findings of the study will help shape policy in leadership competency frameworks and innovation management plans in public health organizations. The results can also help develop a culture of evidence-based leadership in Saudi Arabia’s healthcare system.

IV. The main objectives of this research are as follows: 

To study the relationship between transformational leadership and innovation culture in the healthcare project teams in Saudi Arabia. To study the impact of transactional leadership on innovation culture in the same context. To determine whether organizational structure moderates the relationship between leadership style and innovation culture. To provide recommendations for leadership development and organizational innovation strategies within SCFHS and MOH institutions in line with Saudi Vision 2030.





1.8 Research Questions
Based on the above goals, we will seek answers to the following research questions: How do transformational and transactional leadership styles predict innovation culture among healthcare project teams in Saudi Arabia? Does organizational structure moderate the relationship between leadership style and innovation culture.Which leadership style—transformational or transactional—is more likely to foster innovation culture. How can leadership practices be improved to allow for innovation and creativity in healthcare projects under Saudi Vision 2030.













1.9 Research Hypotheses
To inform empirical evaluation, the study will consider the following hypotheses: H1: transformational leadership has a positive and significant impact on the innovation culture of healthcare project teams. H2: transactional leadership has a positive but inferior impact on innovation culture compared to transformational leadership. H3: organizational structure moderates the relationship between leadership style and innovation culture, and the relationship is stronger in flexible and decentralized organizational structures. H4: There is a significant difference in perceived innovation culture between teams led by transformational leaders and those led by transactional leaders.
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(Literature Review)
[bookmark: _Toc224673056]2.1 Introduction

Leadership theory has evolved so much in the last century, and we now are trying to understand how leaders affect people and organizations’ behavior. Transformational and transactional leadership, first considered by Burns (1978) and expanded in Bass (1985), is among those of the most influential in management research today. Transformational leadership is characterized by idealizing influence, inspiring motivation, intellectual stimulation, and individualized attention (Bass & Riggio, 2006). 

These parameters foster motivation, creativity, and trust in the team. Transactional leadership focuses on contingent reward and management-by-exception, and rewards for performance are controlled, compliance, and exchange (Avolio, 2011). While both styles are essential for management of the organization, transformational leadership is central for innovation and adaptive change. 

These theories are of particular relevance to healthcare. Healthcare organizations must balance standardization and innovation—safety and quality while being innovative in new ideas and solutions. Therefore, understanding how these leadership styles affect innovation culture in healthcare project teams is essential to achieve sustainable performance improvements.


[bookmark: _Toc224673057]2.2 Transformational Leadership
There is a large body of international research that demonstrates a positive relationship between transformational leadership and innovation outcomes. Transformational leaders motivate their followers to question conventional practices, think beyond conventional wisdom and pursue shared visions. García-Morales et al. (2012) found that transformational leadership predicted organizational innovation by increasing learning and empowerment of employees. Similarly, Jung et al. (2008) showed that leaders who share vision and encourage intellectual engagement lead to higher creativity on R&D teams. 

In healthcare settings, transformational leadership has been shown to enhance patient safety culture, team cohesion, and innovation capability. Boamah et al. (2018) studied Canadian nurses and demonstrated that transformational leadership practices are associated with innovation and quality care outcomes. Cummings et al. (2018) also found that transformational leadership is associated with better staff satisfaction and creative performance in hospital settings. In Saudi Arabia, Al-Harthy (2021) found that transformational leadership promoted nurses’ commitment and readiness for change in MOH hospitals. Although these results are consistent with transformational behaviors, few studies have looked at their effects on innovation culture—the common values and norms that promote creativity and experimentation. This is a gap that the current study seeks to fill.


[bookmark: _Toc224673058]2.3 Transactional Leadership

Is crucial to stability and long-term objectives. Transactional leadership is based on clear expectations and rewards compliance. As Bass (1990) explained, in regulated areas such as healthcare, transactional leadership ensures accountability and a structured path. A mixed picture of transactional leadership with innovation is shown. Liu et al. (2016) found that transactional leadership has a neutral or slightly negative relationship with creativity, as it tends to emphasize compliance over experimentation. However, Jansen et al. (2009) show that transactional behavior can promote innovation along with transformational leadership—providing structure and resources for idea implementation. 

In Saudi hospitals, Alshahrani (2020) investigated leadership in private hospitals and found that transactional leadership was efficient and compliant, but did not significantly influence innovation. These findings indicate that transactional leadership is not always driven by innovation culture but can help transformational leadership drive a balance in organizational performance.

2.3 Transactional Leadership

The organizational structure is key to the success of leadership styles. This decentralized and dynamic structure allows for greater autonomy, communication, and collaboration, which are the things that drive innovation. By contrast, hierarchical or bureaucratic structures may stifle creativity by imposing a rigid decision-making process (Anderson & West, 1998). Aarons et al. (2015) emphasized that the strength of leadership is determined by context: transformational leaders are most effective in adaptive, innovative leadership environments, and transactional leaders are best suited to structured and rules-driven organizations. Zacher & Rosing (2015) also stressed the importance of ambidextrous leadership and the need for the ability to move from transformational to transactional in a project. 

In Saudi healthcare institutions, especially those under the MOH, organizations are hierarchical. Decision-making is centralized, and communication flows vertically. But in this context of Vision 2030, decentralization and project-based management are the focus, which allows us to look at how organizational structure plays a role in the leadership–innovation relationship in these new contexts.

[bookmark: _Toc224673059]2.4 Innovation Culture
Innovation culture is the collective mindset that values experimentation, collaboration, and ongoing improvement. In healthcare, it refers to processes that incentivize staff to develop new ideas that can improve patient care, operational efficiency, and education (West & Farr, 1990). Leadership behavior (trust, psychological safety) and innovation are the most critical elements in an innovation-oriented culture. Anderson et al. (2014) and Scott & Bruce (1994) established foundational models linking leadership, team climate, and innovation. 

They found that leaders who communicate openly and with a shared vision and autonomy lead to the creativity ability of the team. Weng et al. (2015) demonstrated that transformational leadership was a crucial factor in Taiwanese hospitals’ innovation culture development in the context of employee engagement. However, in the Saudi context, there have been few empirical studies examining innovation culture as a measurable concept. Al-Ali et al. (2021) noted that while Saudi healthcare organizations invest huge resources in technology and quality improvement, the cultural aspect of innovation (psychological safety, risk-taking, and idea sharing) remains largely unaddressed. This drives the need for leadership interventions that not only focus on processes but also mindsets and team dynamics.


[bookmark: _Toc224673060]2.5 Leadership and Innovation in Healthcare

There are some Saudi studies on leadership and performance, but research into innovation has been limited. Al-Harbi et al. (2022) investigated the influence of leadership on organizational commitment for healthcare professionals and found that transformational leadership increased engagement even if innovation was not measured. Alqahtani (2020) investigated leadership in healthcare education and highlighted the importance of visionary leadership to drive learning innovation. Almutairi (2021) studied leadership competencies under Vision 2030 reforms and identified innovation as an emerging leadership competency that requires empirical validation. Taken together, these studies highlight an important empirical gap: transformational leadership is considered valuable, but there is insufficient evidence on how transformational and transactional leadership styles impact innovation culture, especially in project-based healthcare settings.

[bookmark: _Toc224673063]2.6 Research Gap


For the literature reviewed, there are some patterns: transformational leadership always predicts innovation globally and in each sector, but evidence of transformational leadership in Saudi healthcare is rather weak. Transactional leadership not only provides performance management but has uncertain effects on creativity and innovation too. Organizational structure may moderate the impact of transformational leadership, and flexible environments will be even more influential. 

There are no integrated models that empirically evaluate the impact of leadership style and structure on innovation culture in Saudi healthcare projects. So, this study aims to fill this gap by providing a comparative, quantitative analysis of transformational and transactional leadership’s influence on innovation culture in Saudi healthcare project teams and their organizational structure, with organizational structure moderating the effect.


2.7 Summary of Literature Review and Research Gap
From the reviewed literature, several patterns emerge:
1. Transformational leadership consistently predicts innovation across global and sectoral studies, but evidence from Saudi healthcare remains limited.
2. Transactional leadership contributes to performance management but has uncertain effects on creativity and innovation.
3. Organizational structure may moderate leadership influence, with flexible environments amplifying the impact of transformational leadership.
4. There is a lack of integrated models that empirically test the combined effects of leadership style and structure on innovation culture in Saudi healthcare projects.
Thus, this study aims to fill the research gap by conducting a comparative, quantitative analysis of transformational and transactional leadership’s influence on innovation culture within Saudi healthcare project teams, incorporating organizational structure as a moderating factor.












2.8 Theoretical Framework of the Study
The theoretical framework is the basis for the connection between the key constructs in this study—leadership style, innovation culture, and organizational structure—to a coherent framework. It is a basis for examining how transformational and transactional leadership styles impact innovation culture in the healthcare project teams in Saudi Arabia and how organizational structure could moderate this relationship. The study relied on three main theoretical foundations: Transformational–Transactional Leadership Theory (Bass, 1985; Bass & Avolio, 1994), Innovation Climate Theory (Anderson & West, 1998), and Contingency and Organizational Structure Theory (Burns & Stalker, 1961; Mintzberg, 1992). These frameworks explain how leadership behavior, organizational design, and team climate work together to influence innovation outcomes.

2.9 Transformational–Transactional Leadership Theory. 


Transformational Leadership Theory was developed by James MacGregor Burns (1978) and expanded by Bernard Bass (1985), who suggested transformational leaders inspire their followers by having a vision that inspires confidence, trust, and creativity. They are able to change by building followers’ values and aligning individual goals with organizational goals. Bass (1985) identified four main elements that are often referred to as the “4 I’s”: Idealized Influence: Leaders are role models and they are ethical and trustworthy. Inspirational Motivation: Leaders share a vision that inspires the person. Intellectual Stimulation: Leaders encourage creativity and thinking outside the box by challenging existing assumptions. Individualized Consideration: Leaders provide personalized support and development for their followers.

 Transactional Leadership Theory is based on relationships between leaders and followers that are based on exchange. It consists of two main behaviors: Contingent Reward: Leaders set the expectations and reward for the work. Management by Exception: Leaders intervene only when deviations from the norms occur. In project-based healthcare, both leadership styles can exist simultaneously. Transformational behaviors encourage creativity and collaboration, and transactional behaviors promote accountability and compliance. In most cases, transformational leadership is effective in promoting an innovation-supportive climate as it fosters experimentation and intellectual engagement (Bass & Riggio, 2006).

2.10 Innovation Climate Theory. Innovation Climate 

Theory by Anderson and West (1998) provides a framework to understand how the shared views of team members shape their collective creativity and innovation. According to the theory, four key dimensions of an innovation-supportive climate are outlined: Vision: A common vision of the organization's mission and objectives. Participative Safety: Trust and openness that members have with each other to bring up new ideas without fear. Task Orientation: The team is collectively focused on excellence and continuous improvement. Support for Innovation: The resources, encouragement, and leadership are there for the new ideas to be developed. Leadership plays a key role in this climate, according to the theory. 

Transformational leaders, with vision and intellectual stimulation, promote participative safety and innovation. Transactional leaders, while less visionary, can still contribute by providing structure and processes to effectively implement innovative ideas. The Team Climate Inventory (TCI) developed by Anderson and West is used to assess innovation culture within Saudi healthcare project teams and will be used in this study.

2.11 Organizational Structure Theory. 


Organizational Structure Theory, based on Burns and Stalker (1961) and Mintzberg (1992) and developed over the years, distinguishes between two kinds of structure: Mechanistic structures that are hierarchical, rigid, and formal; and organic structures that are flexible, decentralized, and adaptive. In mechanistic structures, innovation is limited by centralized decision-making and strict procedures, but organic structures encourage open communication and collaboration, which promotes innovation. This theory argues that the effectiveness of leadership style is dependent on organizational context. Transformational leadership is best suited to a flexible work environment that allows for freedom and creativity, while transactional leadership works most effectively in a structured and rule-bound environment. So, the organizational structure can moderate the correlation between leadership style and innovation culture, which is the main idea of this study. Based on the theories we have discussed, we have developed a conceptual framework of the relationship between leadership style and innovation culture, with organizational structure as a moderating factor. Conceptual Model Description: Independent Variables: Transformational Leadership, Transactional Leadership. Dependent Variable: Innovation Culture (as measured by TCI dimensions: vision, participative safety, task orientation, support for innovation). Moderating Variable: Organizational Structure (mechanistic vs. organic). Transactional leadership has a lesser but potentially positive influence on innovation culture. Organizational structure moderates both relationships—whether leadership enhances or constrains its effect depends on flexibility and decentralization.
Visual Representation (textual format):
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This conceptual model guides the study’s hypotheses and analytical design. It assumes that leadership behaviors directly affect innovation culture, but the strength of this relationship is contingent on the organizational structure in which leaders operate.

2.12 Summary
In summary, this theoretical framework integrates leadership and innovation theories to explain how leadership styles influence innovation culture within Saudi healthcare project teams. The combination of Bass’s Leadership Theory, Anderson and West’s Innovation Climate Model, and Burns and Stalker’s Structural Theory provides a comprehensive lens for understanding these relationships. The framework thus establishes the foundation for the methodological approach described in the following section.
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