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Abstract 

In today's rapidly changing and highly competitive business world, innovation has become a 

necessity for organizations to remain competitive. Leadership, particularly transformational 

leadership as conceptualized by Bass (1990), is at the heart of innovation in that it evokes a shared 

vision, encourages creativity, and enables employees to embrace change. Transformational leaders 

propel innovation by establishing a culture where employees are challenged to innovate and take 

educated risks, enabling organizations to change and thrive in new markets. 

This narrative review of the literature synthesizes key conclusions from empirical and theoretical 

literature to examine the effect of transformational leadership on innovation. Guided by Bass's 

Transformational Leadership Theory (1990) and augmented by Bass and Avolio (1994) and 

Gumusluoglu and Ilsev (2009), this paper examines how intellectual stimulation, creativity, and 

continuous learning are critical within organizations by transformational leaders. Through an 

integration of theory and evidence, the present research offers valuable implications to the debate 

on leadership and innovation, producing actionable recommendations for organizations that wish 

to build a climate of sustainable innovation. 

From a methodological standpoint, this study adopts a narrative (qualitative) literature review 

approach. The corpus mobilized comprises close to ninety academic references, included peer-

reviewed journal articles, books, and seminal theoretical contributions on transformational 

leadership and organizational innovation, published mainly between 1978 and 2024, and identified 

through targeted searches in databases such as Google Scholar, Scopus, and Web of Science. The 

main conclusion drawn from this synthesis is that transformational leadership fosters innovation 

primarily by shaping the psychological and cultural conditions, building trust, intellectual 

stimulation, and psychological safety, that enable employees to generate and implement new ideas, 

although the strength of this effect remains contingent on organizational culture, structure, and 

context. 

Keywords: Transformational Leadership, Leadership theories, Organizational Innovation, 

Organizational Culture. 
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Introduction 

In today’s turbulent business environment, organizations are under unprecedented pressure to 

innovate not only to grow, but to maintain in the market. Innovation is no longer an option; it is a 

strategic choice that enables organizations to adapt, differentiate, and gain in the face of disruption. 

Still, while many companies invest heavily in technologies and tools to foster innovation, growing 

evidence suggests that one of the most powerful levers for innovation lies in a less tangible but 

equally critical domain: leadership. 

Among the different leadership styles studied in the field of organizational behavior, 

transformational leadership has introduced as one of the most influential and widely discussed 

models. First introduced by James MacGregor Burns (1978) and later extended by Bernard Bass 

(1985), transformational leadership describes a style of impact that empower followers’ 

motivation, aligns their goals with a common vision, and fosters long-term growth. Unlike 

transactional leadership, which focuses on short-term goals and compliance, transformational 

leadership aims to inspire change, unlock creativity, and generate commitment to collective 

purpose. 

What makes transformational leadership particularly relevant in the context of innovation is its 

ability to foster the psychological, cultural, and strategic conditions that encourage individuals and 

teams to explore, experiment, and embrace new ways of thinking. Leaders who adopt 

transformational behaviors do more than direct: they empower, challenge, and support their 

followers in ways that stimulate innovation at every level of the organization. 

While the theoretical appeal of this leadership style is strong, empirical evidence linking 

transformational leadership to innovation, particularly at the organizational level is just the start to 

take shape. Recent works suggest that transformational leadership plays a critical role in building 

innovation capacity by cultivating trust, promoting intellectual stimulation, and supporting 

autonomy and learning. Moreover, the mechanisms and conditions under which this impact occurs 

are complex and context dependent. 

This paper aims to critically examine the relationship between transformational leadership and 

organizational innovation through a narrative review of the literature. By exploring key theories, 

models, and empirical findings, it investigates how transformational leaders foster innovation, 

what internal and external factors shape this relationship, and where further research is needed. 

The review integrates perspectives from leadership theory, innovation management, and 

organizational psychology to provide a nuanced understanding of how leadership can act as a 

catalyst for innovation in today’s fast-changing world. 

Accordingly, this study addresses the following research questions: 
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• How does transformational leadership influence innovation within organizations? 

• What are the key mechanisms (behavioral, relational, and psychological) that explain this 

influence? 

To address these questions, the remainder of this paper is organized as follows: Section 1 lays out 

the theoretical foundations of transformational leadership, tracing its conceptual roots and main 

models. Section 2 examines organizational innovation, its definitions, theoretical foundations, and 

dimensions. Section 3 analyzes the specific mechanisms through which transformational 

leadership fosters innovation, before Section 4 discusses the findings and their implications. The 

paper closes with a conclusion that synthesizes the main contributions of the review and outlines 

avenues for future research. 

Methodologically, this research is grounded in an interpretivist epistemological positioning (Perret 

& Girod-Séville, 2007), which considers knowledge on leadership and innovation as socially 

constructed and context-dependent rather than governed by universal causal laws. Consistent with 

this positioning, the study follows a predominantly inductive-to-abductive mode of reasoning 

rather than deductively testing a pre-established hypothesis, it moves iteratively between the 

theoretical propositions identified in the literature, and the empirical findings reported by prior 

studies, allowing patterns and relationships to emerge progressively from the synthesis. This 

qualitative, interpretive stance is considered appropriate for a narrative review that aims to build a 

conceptual and integrative understanding of a multidimensional phenomenon, rather than to 

statistically test a causal model (Creswell, 2014). 

1. Theoretical foundations of transformational leadership 

1.1 Transformational leadership  

Transformational leadership as a concept finds its roots in the work theory of James MacGregor 

Burns (1978), who was among the first to define a clear distinction between transactional and 

transformational leadership styles. While transactional leaders preoccupy on structured exchanges, 

like rewarding employees in return for tasks, transformational leader’s objective is much higher 

and noble. They connect with their followers on a deeper level, appealing to shared values, beliefs, 

and a collective sense of purpose. Their main motive isn’t just the accomplishment of a task, but 

to inspire meaningful and constructive change and elevate both the leader and the follower in the 

process. 

This vision was further elaborated by Bass (1985, 1999), who adapted the idea to organizational 

settings. He argued that transformational leaders not only recognize their team members’ needs 

and aspirations, but they also empower them to grow, moving from basic needs to higher levels of 

motivation and maturity. These leaders don’t just set goals—they forge a powerful and clear vision 
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that motivates and encourages people to go beyond self-interest and invest in something bigger 

than themselves (Bass & Bass, 2009). In doing so, transformational leadership becomes a powerful 

force for personal development and organizational innovation. 

Transformational leadership, as originally described by Burns (1978), takes place when leaders 

and followers form meaningful relationships that enhance not only performance and engagement 

but also the moral development of both parties. This leadership style remains one of the most 

widely embraced approaches for driving effectiveness at the individual, team, and organizational 

levels (Bass, 1985). 

For researchers such as Burns, Bass, and Avolio, transformational leadership is basically about 

mobilizing individuals toward growth, by helping individuals to shift into higher levels of 

motivation, trust, and ethical commitment. Therefore, it’s a leadership style that doesn't just focus 

on outcomes but on the development of individuals. In other words, a transformational leader helps 

followers to make the leap from ordinary performance to extraordinary contribution. Bass the 

further refined the model throughout several insights from organizational psychology, framing 

transformational and transactional leadership not as opposites, but as complementary facets of 

leadership behavior (Yammarino et al., 1998). His studies, within business organizations, remains 

among the most widely researched and implemented frameworks in practice (Gardner et al., 2010). 

Transformational leaders go beyond setting goals, they actively shape mindsets, build confidence, 

and implement a sense of purpose that motivates employees to perform beyond expectations and 

act in the collective interest of the organization (Judge & Piccolo, 2004). According to Yukl 

(2002), this type of leadership can be practiced by any individual, regardless any formal title or 

role. He aptly referred to it as “extraordinary leadership for ordinary people.” 

However, scholars acknowledge that hierarchical position can affect how transformational 

leadership unfolds in practice. Tse and Chiu (2012) note that transformational leaders demonstrate 

unique behaviors that lift others to higher levels of achievement. These behaviors inspire followers 

to look beyond their own interests, focus on common goals, and tap into their intellectual and 

emotional capacities to grow, solve problems, and adapt. 

While transformational leadership has gained substantial attention, there remains room to further 

explore its behavioral and environmental dimensions, particularly how it operates at both 

individual and collective levels in the context of organizational change. Day (2002) underscores 

the importance of approaching leadership development from a multidimensional perspective, 

incorporating both transformational and transactional elements. Ultimately, transformational 

leaders are valued not just for their ability to boost productivity, but also for their role in driving 
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meaningful change, communicating vision, and rallying people toward a shared future (Bass & 

Bass, 2008). 

1.2. Conceptualizing Transformational Leadership 

The foundations of transformational leadership can be traced back to the influential work of James 

MacGregor Burns (1978), who explored leadership in political contexts. Burns introduced a clear 

distinction between transformational and transactional leadership styles. While transactional 

leaders focus on structured exchanges offering rewards in return for effort transformational leaders 

go further. They engage followers by appealing to their values, ideals, and moral purpose, aiming 

to elevate their motivation and commitment to a shared cause. As Burns put it, transactional 

leadership is largely about “exchanging one thing for another work for compensation,” whereas 

transformational leadership is about inspiring change from within (Burns, 1978, p. 3). 

This concept was later expanded by Bernard Bass (1985, 1999), who adapted it to organizational 

settings. Bass emphasized that transformational leaders don’t just acknowledge the existing needs 

and desires of their team members they actively seek to develop those needs, guiding individuals 

toward higher levels of maturity, purpose, and performance. At the heart of this leadership style 

lies a clear and compelling vision one that encourages individuals to move beyond self-interest in 

pursuit of something greater (Bass & Bass, 2009). Transformational leadership is therefore not just 

about directing people; it’s about empowering them to grow and contribute meaningfully to 

collective goals. 

1.3. Different Theories of Transformational Leadership 

The emergence of transformational leadership as a distinct paradigm owes much to the 

foundational contributions of Burns, Bass, Avolio, and Conger. Their studies identified a turning 

point in leadership theory, addressing several restraints represented in earlier research, particularly 

those of Burns. Consequent scholarly efforts built on these foundations, giving birth to influential 

theoretical models like the Full Range Leadership Theory (FRLT) advanced by Avolio and Bass 

(1991). Additionally, conceptual contributions were proposed by Podsakoff et al. (1990), Conger 

and Kanungo (1994), Bass and Avolio (1995), Shamir et al. (1998), and Rafferty and Griffin 

(2004). Collectively, these developments played an important part in advancing the academic 

understanding of transformational leadership and improving its relevance across different 

organizational contexts. 

Extending the initial studies of Burns (1978) and Bass (1985) on transactional and transformational 

leadership, Avolio and Bass (1991) represented a new paradigm known as the Full Range 

Leadership Theory (FRLT), which built a developed new leadership theory. This theory was 

introduced to serve a comprehensive tool to asses transformational leadership: The Multifactor 
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Leadership Questionnaire (MLQ) (Antonakis et al., 2003). Unlike earlier approaches, FRLT 

sought to reidentify how leadership effectiveness is proposed, moving beyond traditional 

measurement instruments. The theory tried to identify the distinction between the three well known 

leadership styles; transformational, transactional, and laissez-faire, offering an understanding of 

leadership behaviors. Indeed, most models have been directly inspired by Bass's (1985) original 

conceptualization, although they represent and associate the dimensions differently. Nonetheless, 

research has shown a high degree of similarities overlap and strong correlations among these 

models (van Knippenberg & Sitkin, 2013). 

The differentiation of transformational leadership models in the literature define an effort to better 

capture and to well understand the behaviors of transformational leaders across multiple 

dimensions (van Knippenberg & Sitkin, 2013). 

Firstly, Bass’s studies defined three core behaviors characterizing transformational leadership: 

basically, idealized influence, intellectual stimulation, and individualized consideration. At the 

same time, he traced two types of transactional behaviors: contingent reward and passive 

management-by-exception. Therefore, the following improvements in the literature basically on 

Bass and Avolio’s work (1991) expanded this model by presenting a new transformational  

dimension, inspirational motivation, and refining the transactional component with the addition of 

active management-by-exception. 

The model developed by Bass and Avolio (1995) is widely regarded as the most frequently used 

framework in transformational leadership research (van Knippenberg & Sitkin, 2013). According 

to this model, transformational leadership is characterized by four core behavioral dimensions: 

idealized influence (or charisma), inspirational motivation, intellectual stimulation, and 

individualized consideration (Avolio et al., 1999). 

This framework offers a structured lens through which transformational leadership can be 

understood as a catalyst for organizational change. It suggests that transformational leaders possess 

distinctive qualities that enable them to inspire and mobilize their followers toward ambitious 

goals. These leaders play a central role in driving change and cultivating a shared sense of purpose 

among team members. 

More specifically, transformational leaders are seen as role models who earn admiration and 

respect from their followers through their ethical conduct and strong values (idealized influence). 

They articulate a clear and compelling vision that motivates others and appeals to shared ideals 

and aspirations (inspirational motivation). Through intellectual stimulation, they encourage 

innovation, creativity, and critical thinking, challenging their followers to find meaning in their 

work and seek better ways of doing things. Finally, they offer personalized support by recognizing 
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each individual’s unique needs, providing coaching, and delivering constructive feedback to boost 

confidence, engagement, and commitment (individualized consideration). This last dimension is 

particularly crucial in fostering strong, trust-based leader–follower relationships (Bass, 1985). 

Figure 01 illustrates these four dimensions as outlined in the transformational leadership model 

by Avolio and Bass (1995). 

 

Source: Developed by the author and based on the model of Bass and Avolio (1995). 

The quality of the relationship between leaders and followers remains a core component in 

leadership studies. While much of the scholarly attention has automatically interested on leaders 

themselves, studying their behaviors, styles, and personality traits introducing emphasis has been 

replaced on the interactive dynamics between leaders and subordinates in shaping and sustaining 

leadership processes. This relational focus outline to the foundational researches of Max Weber 

(1921–1922). Though leadership research has since evolved beyond Weber’s initial work, the 

relational perspective continues to expand, encouraging a more systematic exploration of 

leadership as a relational process (Graen & Uhl-Bien, 1995). 

In this context, the Leader–Member Exchange (LMX) theory offers valuable insight. As Liden et 

al. (1997) explain, "A high-quality LMX relationship is grounded in social exchange, meaning that 

both leader and member (follower) contribute resources valued by the other party, and both 

perceive the exchange as fair" (p. 50). This perspective traces the mutual nature of effective 

leadership relationships. 

One of the best-known approaches to examining the relationship between leader and follower is 

the Leader–Member Exchange (LMX) theory, initially postulated as a vertical dyadic linkage 

model (Dansereau et al., 1975). LMX theory is most interested in the quality of dyadic exchange 
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that emerges between followers and leaders (Graen & Uhl-Bien, 1995). It is significant as one of 

the earliest systemic theories of leadership that explicitly includes followers in the leadership 

process. While drawing attention to two-way communication between leaders and followers, the 

theory also acknowledges that each plays a part in shaping and sustaining good-quality 

relationships in the long term. 

Meta-analytic studies have found that high-quality interpersonal relationships are positively 

associated with a range of positive work outcomes, such as employee satisfaction and work 

engagement (Gerstner & Day, 1997). At the same time, the literature indicates the use of a range 

of measures to determine the relationship between transformational leadership, individual 

performance, work engagement, and overall organizational effectiveness. Examples of these tools 

are the Leadership Practices Inventory (LPI), Transformational Leadership Inventory (TLI), 

Authentic Leadership Questionnaire (ALQ), Leadership Behavior Description Questionnaire 

(LBDQ), Leader Behavior Analysis (LBA), and the Multifactor Leadership Questionnaire (MLQ). 

Of interest is the MLQ, founded in 1995 by Bass and Avolio. It has since become the most studied 

measure in leadership and organizational psychology. The MLQ contains 36 items, which are 

distributed across nine leadership dimensions, with four items per dimension. Subsequent to the 

development of the full-scale MLQ, a shorter form known as the MLQ-5X has been developed to 

measure the five transformational leadership dimensions, with other supplemental scales 

employed to measure transformational and transactional behaviors. 

1. Organizational Innovation 

Often referred to by various terms such as "Innovation Management" (Birkinshaw et al., 2008) or 

"Managerial Innovation" (Aravind & Damanpour, 2012), organizational innovation remains one 

of the most underexplored forms of innovation to date. Unlike customer-oriented product or 

service innovations, it falls under the category of non-technological process innovations 

(Utterback & Abernathy, 1978; Edquist et al., 2001; Evan, 1966). Organizational innovation 

occurs at the core of a company's social and organizational system, focusing on the introduction 

and implementation of new managerial practices, procedures, policies, or organizational 

structures. Far from being limited to technical aspects, it involves profound changes in how 

companies are designed, coordinated, and managed, thus contributing to the adaptability and 

overall performance of the organization. 

• Organizational innovation 

Organizational innovation refers to the implementation of new ideas, processes, products, or 

practices aimed at improving performance, competitiveness, or adaptability within an organization 

(Aravind & Damanpour, 2012). It is not limited to technological change but also encompasses 
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innovations in management practices, organizational structure, and business models. Innovation is 

widely recognized as a key driver of long-term success and resilience in increasingly dynamic and 

uncertain environments (Apaydin & Crossan, 2010). 

Innovation within organizations can be classified into several types, including product innovation, 

process innovation, service innovation, and administrative innovation. Each of these contributes 

differently to organizational growth and strategic differentiation. Moreover, innovation is not a 

linear process; it is often influenced by internal capabilities, leadership style, organizational 

culture, and external environmental pressures. 

Scholars such as Amabile and Pratt (2016) emphasize that the presence of a supportive 

organizational climate, which includes psychological safety, autonomy, and access to resources, 

significantly boosts employees’ creative behaviors an essential precursor to innovation. Likewise, 

organizational innovation thrives in environments where learning is encouraged, mistakes are 

tolerated as part of the creative process, and continuous improvement is valued. 

Leadership plays a crucial role in shaping these conditions. The attitudes and behaviors of 

organizational leaders can either foster or hinder innovation. Leaders influence how risk is 

perceived, how failure is managed, and how new ideas are received and implemented. As such, 

the intersection between leadership and innovation has become a central focus of contemporary 

research, particularly in light of digital transformation and the need for agility. 

2.1. Conceptual Framework 

Organizational innovation serves as a strategic lever for companies to rethink their internal 

operations to gain efficiency, agility, and competitiveness in a constantly evolving environment. 

Organizations engage in organizational innovation processes to solve problems, optimize internal 

processes, organize the workplace, or improve external relationships. The table below provides a 

summary of the most commonly accepted definitions of organizational innovation. 

Table 01: Main Definitions of Organizational Innovation 

Damanpour & Evan 

(1984) 

"Organizational innovation refers to the adoption of new ideas or 

behaviors within an organization, concerning structure, processes, 

or managerial practices." 

Hamel (2006) "Any innovation that significantly changes the way management 

activities are practiced within an organization, with the aim of 

improving its results." 
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Birkinshaw, Hamel & 

Mol (2008) 

"Organizational (or managerial) innovation is the creation or 

adoption of new management practices, processes, or structures 

within a company, aimed at improving its performance." 

Zhou & Li (2010) "Organizational innovation represents the company's ability to 

develop new ways to coordinate, structure, and manage its internal 

and external resources." 

Aravind and 

Damanpour (2012) 

"Organizational innovation is a continuous problem-solving 

process that resembles an 'upward spiral,' starting with the 

organization and gradually involving the individuals concerned, 

until the innovative action becomes routine." 

Source: Developed by the author. 

Organizational innovation is a complex phenomenon defined in various ways by many researchers, 

reflecting its multidimensional scope. According to Damanpour and Evan (1984), organizational 

innovation is the adoption of new ideas or behaviors within the organizational structure, 

emphasizing its evolving and contextual nature. Hamel (2006) introduces the concept of 

innovation in the very functions of management, considering any significant overhaul of 

managerial practices as organizational innovation. 

Birkinshaw, Hamel, and Mol (2008) expand this definition by focusing on innovative managerial 

practices that can improve organizational effectiveness. Zhou & Li (2010), on the other hand, 

emphasize the transformational dimension of organizational innovation, perceived as a dynamic 

process that alters structures, routines, and modes of internal coordination. Finally, Aravind and 

Damanpour (2012) highlight the continuous and dynamic nature of the innovation process, 

stressing that it is not a one-time event, but a gradual and repetitive evolution within the 

organization. 

These definitions agree on underscoring that organizational innovation goes beyond simply using 

new technologies, encompassing rather a set of strategic and deliberate changes aimed at 

strengthening the adaptability, efficiency, and competitiveness of organizations. 

2.2. Theoretical Foundations of Organizational Innovation 

Organizational innovation is part of a multidisciplinary theoretical framework that combines 

economic, managerial, and sociological perspectives to explain the dynamics of change and 

adaptation within organizations. Several theoretical approaches help to understand organizational 

innovation and analyze its origins, mechanisms, and effects in various and evolving contexts. 
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• The Evolutionary Theory of the Firm 

Inspired by the work of Nelson and Winter (1982), this theory views firms as entities that evolve 

over time through a process of variation, selection, and retention. Organizational innovation is 

often seen as a mechanism for responding to external environmental constraints, such as increased 

competition, rapid technological advancements, or regulatory requirements. This approach 

emphasizes the strategic adaptation of firms to maintain or enhance their competitiveness in the 

market. Organizational routines are then modified or replaced to improve performance and meet 

new demands. 

• The Theory of Organizational Change 

From a managerial perspective, organizational innovation is seen as a process of managing change 

and planned transformation aimed at improving internal structures, leadership practices, decision-

making processes, and coordination modes. This theory of organizational change (Lewin, 1951; 

Kotter, 1996) highlights the importance of proactive change management to ensure the successful 

integration of new practices and organizational structures. This perspective emphasizes the role of 

transformational leadership and innovative managerial practices in creating an environment 

conducive to innovation and continuous improvement. 

• The Resource-Based View (RBV) 

The resources available to an organization, along with the specific activities it engages in, 

distinguish it from other organizations (Northouse, 2018). According to this approach, 

organizational innovation is a source of sustainable competitive advantage when the firm’s internal 

resources (managerial capabilities, know-how, culture, routines) are rare, inimitable, and difficult 

to substitute (Wernerfelt, 1984; Barney, 1991). The development of new organizational practices 

is seen as a way to strategically mobilize these resources. Innovation thus adds value to the 

organization and gives it a competitive edge. 

• Institutional Theory 

Organizational innovation is influenced by social and cultural factors within firms, such as shared 

values, collective behaviors, and organizational norms. Institutional theory (DiMaggio & Powell, 

1983) highlights the role of social norms, institutional pressures, and legitimizing logics in the 

adoption of organizational innovation. From this perspective, organizations tend to adopt 

innovative practices not only for efficiency reasons or to differentiate themselves but also to 

conform to the expectations of their environment (regulators, customers, partners), often in a 

mimetic, normative, or coercive manner. 

These different theories help to understand organizational innovation as a complex process 

involving interactions between internal factors (such as competencies, strategies, and 
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organizational culture) and external influences (such as competitive pressure, institutional 

expectations, and social transformations). 

2.3. Dimensions of Organizational Innovation 

Several dimensions of organizational innovation can be analyzed through different aspects. These 

dimensions include product innovation, process innovation, as well as incremental and radical 

innovations. Each dimension reflects a specific type of change or adaptation in the way companies’ 

structure and manage their activities. 

• Product Innovation 

Product innovation refers to the introduction of new products or services to the market or the 

substantial improvement of existing products. According to Utterback and Abernathy (1978), 

product innovation is a central element of the innovation process within an organization, often 

involving significant changes in the way goods or services are designed, manufactured, or 

delivered. It is essential for differentiation, maintaining competitiveness, and responding to the 

changing needs of consumers. 

• Process Innovation 

Process innovation involves the introduction and adoption of new or significantly improved 

methods of production or service delivery. It typically aims to increase the efficiency or quality  

of operations. According to Teece (2007), process innovation is often important for maintaining 

long-term competitiveness. This definition highlights the optimization of an organization's internal 

processes, cost reduction in production, and improvement in efficiency and service quality. 

• Incremental Innovation 

Incremental innovation is characterized by progressive and continuous improvements to existing 

products, services, practices, or processes. Dewar and Dutton (1986) emphasize that this form of 

innovation is the most common and the least risky. It relies on integrating new ideas and improving 

existing resources and capabilities, allowing for smoother adaptation to market changes without 

resorting to radical transformations. 

• Radical Innovation 

Radical innovation refers to profound changes that challenge current paradigms, business models, 

or organizational structures. It involves a fundamental and often disruptive transformation that 

completely redefines existing products, services, or processes. It is often associated with 

technological breakthroughs or the creation of new markets. According to Christensen (1997), 

radical innovation can lead to creative destruction by replacing old technologies or business 

models. 
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2.4. The Importance of Culture and Leadership in Promoting Innovation 

2.4.1. Organizational Culture and Innovation 

Organizational culture plays a decisive role in facilitating the innovation process within 

companies. According to Schein (2010), an organization’s culture represents the set of shared 

values, beliefs, practices, and behaviors that influence how members of the organization interact 

and work together. An organizational culture that fosters innovation is typically characterized by 

openness to change, tolerance for failure, and collaboration. Such a culture encourages employees 

to take calculated risks, express new ideas, and experiment without fear of negative repercussions 

(Edmondson, 1999). The freedom granted to employees to explore new projects or allocate time 

to personal initiatives is a key factor in stimulating innovation (Bartol & Zhang, 2010). These 

companies cultivate a culture of autonomy and experimentation, where failure is viewed as an 

opportunity for learning rather than as an obstacle to success. 

Moreover, interdisciplinary collaboration is a central element of organizational culture that 

supports innovation. Nonaka and Takeuchi (1995) emphasize that knowledge sharing within the 

organization is essential for the creation of new ideas and the effective implementation of 

innovation. An organizational culture that encourages cooperation between different departments 

or areas of expertise enables the generation of innovative solutions to complex problems. 

Organizations that emphasize cognitive diversity and collaboration are often better equipped to 

overcome challenges and adopt innovative practices (Gibbs & Gibson, 2006). 

Thus, organizational culture and innovation are closely linked, and a culture that values creativity, 

experimentation, and knowledge sharing create an environment conducive to the emergence and 

implementation of new ideas. In an ever-evolving economic world, companies that manage to 

integrate these elements into their organizational culture are better prepared to face market 

challenges and maintain their competitiveness (Tushman & O'Reilly, 2013). 

The OECD (2005) identifies several types of organizational cultures that can foster innovation, 

each adapted to the specific needs of the organization and its sector. A results-oriented culture is 

typical of technology startups, where innovation is at the heart of the strategy, with a strong 

emphasis on experimentation and agility. The culture of excellence, on the other hand, prioritizes 

quality and continuous improvement of products and services, thereby fostering incremental 

innovation within internal processes. The culture of autonomy allows employees to work on 

personal and creative projects, which stimulates spontaneous innovation, often outside formal 

management frameworks. Finally, a culture of collaboration is essential for promoting social and 

organizational innovation, encouraging cooperation between various actors and stakeholders to 

solve complex problems. 



 

 

 

 
 
www.africanscientificjournal.com                                                                                                      Page 1311 

African Scientific Journal 

ISSN :  2658-9311 

Vol : 03, Num 37 Août 2026 

 

For an organizational culture to truly support innovation, leaders must implement concrete 

practices. According to Amabile (1996), creating spaces dedicated to creativity, such as innovation 

labs or brainstorming rooms, fosters interaction and collective reflection among employees. 

Additionally, it is crucial to encourage the taking of calculated risks by establishing a climate 

where failure is seen as an opportunity for learning, as supported by Edmondson (1999), who 

emphasizes the importance of psychological safety in fostering innovation. Lastly, investing in 

continuous training and the development of employee skills is critical to maintaining long-term 

innovation capacity, as advocated by Nonaka and Takeuchi (1995), who stress the importance of 

knowledge management in driving organizational innovation. 

2.4.2. Leadership in Promoting Innovation 

Leadership plays a central role in promoting innovation within organizations, as it directly 

influences a company's ability to innovate by guiding strategic direction, motivating employees, 

and supporting innovative initiatives. Transformational leadership is one of the leadership types 

most conducive to innovation. According to Bass and Avolio (1994), this type of leadership 

inspires and motivates employees to transcend their own interests in order to achieve collective 

goals, thereby creating an environment conducive to creativity and innovation. On the other hand, 

participative leadership encourages employee involvement in decision-making, which strengthens 

their sense of belonging and encourages the contribution of new and creative ideas (Somech, 

2006). Another essential leadership style is visionary leadership, where leaders define a clear 

strategic direction and mobilize the necessary resources to foster innovation within the 

organization (Posner & Kouzes, 2012). 

Innovative leaders also adopt specific behaviors that foster the emergence of innovation. One key 

behavior is the ability to grant autonomy to employees. By allowing members of the organization 

to take initiatives and work on independent projects, leaders create an environment that stimulates 

creativity and innovation. Furthermore, managing cognitive diversity is essential. By encouraging 

the exchange of diverse ideas and allowing employees to express themselves freely, leaders foster 

a creative environment, which is fundamental to innovation (Gibbs & Gibson, 2006). 

Finally, the interaction between organizational culture and leadership plays a crucial role in 

creating an environment conducive to innovation. An organizational culture open to innovation 

provides a framework within which leadership can act effectively, implementing practices that 

support innovation. Moreover, strong leadership can influence culture by instilling values and 

promoting practices that stimulate innovation. Visionary leadership can promote a culture of 

calculated risk-taking, essential for the development of innovation. Schein's (2010) model of 

organizational culture and Bass & Avolio's (1994) transformational leadership model show how 
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the alignment between these two elements can promote innovation by creating a dynamic where 

culture and leadership interact to stimulate creativity and organizational performance. 

2. Transformational Leadership and Innovation 

Transformational leadership is closely associated with innovation competencies and is defined as 

a leadership approach that transcends followers' self-interest by changing values, ideals, and moral 

assumptions (Bass, 1985). The practice induces employees to perform beyond expectations by 

eliciting intrinsic motivation and congruence of personal aspirations and organizational vision. 

This makes individuals more likely to demonstrate behaviors that maintain high levels of task 

performance and collective success. 

Transformational leaders inspire their followers to prioritize the organization's interests over their 

own, building a shared sense of purpose and dedication (Bass, 1985). Style of leadership and leader 

characteristics are viewed in this context as essential predictors of innovative behavior in 

organizations. Transformational leadership is reasoned in the literature to be more prone to bring 

about organizational innovation in contrast to other leadership forms, such as transactional 

leadership (Xenikou, 2017). 

There have been a number of empirical studies that have tried the link between transformational 

leadership and innovation. Specifically, García-Morales et al. (2012), in a study conducted on 168 

Spanish firms, examined the causal relationship between transformational leadership, innovation, 

and organizational performance. They tested empirically the positive and significant impact of 

both innovation and organizational learning on performance outcomes in favor of the strategic 

function developed by transformational leadership for the improvement of adaptive and innovative 

capabilities. 

3.1. The Link Between Transformational Leadership and Innovation 

Innovation is increasingly recognized as a vital element of organizational sustainability, 

competitive advantage, and long-term growth. However, innovation does not occur in isolation it 

is shaped by organizational culture, leadership dynamics, and employee engagement. Among the 

various leadership styles studied, transformational leadership has consistently been linked to the 

enhancement of innovative behavior at both individual and organizational levels (Jung, Chow, & 

Wu, 2003; Gumusluoglu & Ilsev, 2009). 

The positive influence of leadership on innovation has been supported and highly discussed by a 

good amount of empirical studies, particularly in the field of research and development (R&D). 

Thus, these works such as those by Keller (1992) and Waldman and Atwater (1994) focused on 

the project area, in order to underline how leadership impacts innovation outcomes in R&D-

intensive settings. These early studies demonstrated that leadership behaviors play a crucial role 
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in facilitating and stimulating innovation, especially in areas where uncertainty, experimentation, 

and technical complexity are high. 

Transformational leadership is characterized by four key behaviors, idealized influence, 

inspirational motivation, intellectual stimulation, and individualized consideration (Bass & 

Avolio, 1994). Each of these components plays a crucial role in cultivating an innovation-

supportive environment: 

Intellectual stimulation encourages followers to challenge norms, question assumptions, and think 

creatively, thereby fostering a mindset open to change and experimentation (Eisenbeiss et al., 

2008). 

• Individualized consideration ensures that leaders address employees’ unique needs, 

fostering trust and psychological safety two critical antecedents of creative behavior 

(Amabile & Pratt, 2016). 

• Inspirational motivation helps articulate a compelling vision that aligns team efforts 

and promotes a shared sense of purpose around innovation goals (Shamir et al., 1993). 

• Idealized influence promotes ethical role-modeling, which reinforces employee 

identification with the leader and the organization’s innovation mission (Bass, 1985). 

Empirical studies reinforce the theoretical link between transformational leadership and 

innovation. Gumusluoglu and Ilsev (2009), for example, found that transformational leadership 

positively influences both employee creativity and organizational innovation, especially in 

knowledge-based industries. Similarly, Jung et al. (2003) highlighted that transformational leaders 

enhance innovation by cultivating a supportive climate and encouraging autonomy and 

experimentation. 

Furthermore, transformational leadership influences innovation through psychological 

mechanisms. Based on Social Exchange Theory (Blau, 1964), when leaders build high-quality 

relationships founded on trust, recognition, and support, employees tend to reciprocate by 

engaging in discretionary behaviors, such as taking initiative, sharing ideas, and solving problems 

creatively. This sense of obligation and mutual respect fosters a deep commitment to innovation. 

An important mediator in this process is psychological capital, defined as a positive psychological 

state that includes hope, efficacy, resilience, and optimism (Luthans et al., 2007). Leaders who 

demonstrate transformational behaviors often enhance these psychological resources in their 

followers, which in turn boosts innovation-related behaviors (Rego et al., 2012; Karimi et al., 

2023). For instance, when employees believe in their own abilities (efficacy), expect positive 

outcomes (optimism), and feel supported when facing setbacks (resilience), they are more likely 

to take the risks required to innovate. 



 

 

 

 
 
www.africanscientificjournal.com                                                                                                      Page 1314 

African Scientific Journal 

ISSN :  2658-9311 

Vol : 03, Num 37 Août 2026 

 

The effects of transformational leadership on innovation are also shaped by contextual and 

organizational factors. Variables such as organizational culture, hierarchical structure, team 

dynamics, and even the industry sector can moderate the strength of this relationship (Rosing et 

al., 2011). For example, transformational leadership tends to have a stronger effect in dynamic 

environments that demand continuous adaptation, compared to highly bureaucratic settings where 

innovation may be constrained by rigid processes. 

Despite some limitations, the literature overwhelmingly suggests that transformational leadership 

serves as a key enabler of innovation by aligning employee motivation with long-term 

organizational goals, developing human potential, and fostering a climate of psychological safety 

and learning. As such, transformational leadership is increasingly seen not just as a management 

style, but as a strategic capability in environments shaped by complexity, competition, and digital 

transformation. 

3. Discussion 

This paper has demonstrated that transformational leadership is a pivotal factor in fostering 

organizational innovation, not only through its core dimensions, idealized influence, inspirational 

motivation, intellectual stimulation, and individualized consideration, but also through the broader 

cultural and relational climate it cultivates within organizations. Grounded in the foundational 

work of Burns (1978) and Bass (1985), and supported by numerous theoretical extensions and 

empirical studies, the findings converge on the idea that transformational leadership is not merely 

about managing performance, but about creating the psychological and structural conditions 

necessary for innovation to emerge and flourish. 

One of the most compelling contributions of the literature is the mechanistic understanding of how 

transformational leadership drives innovation. Leaders who intellectually stimulate their 

employees foster critical thinking and challenge the status quo, which are essential components of 

creative problem-solving (Eisenbeiss et al., 2008). By addressing the unique needs of followers 

(individualized consideration) and creating a compelling vision (inspirational motivation), 

transformational leaders instill a sense of purpose that aligns individual aspirations with collective 

innovation goals (Bass & Avolio, 1994). 

This review highlights several empirical studies that affirm these dynamics. For instance, Jung et 

al. (2003) and Gumusluoglu and Ilsev (2009) found significant positive correlations between 

transformational leadership and innovation, both at the individual creativity level and the 

organizational innovation level. These findings are particularly notable in knowledge-intensive 

industries, where innovation is a primary driver of performance. 
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Moreover, this review has emphasized the importance of contextual and psychological variables. 

Through the lens of Social Exchange Theory (Blau, 1964) and Leader–Member Exchange (LMX) 

Theory (Graen & Uhl-Bien, 1995), we see that the quality of leader–follower relationships 

mediates the innovation process. Leaders who establish trust, fairness, and support elicit 

discretionary behaviors from employees, such as proposing novel ideas and taking calculated risks. 

The role of psychological capital hope, efficacy, optimism, and resilience (Luthans et al., 2007), 

further deepens our understanding. Leaders who exhibit transformational behaviors tend to boost 

these psychological resources in followers, making them more resilient and willing to engage in 

innovation-related behaviors despite uncertainty or failure (Rego et al., 2012; Karimi et al., 2023). 

Innovation, in this sense, becomes not just a task but a shared mindset and emotional commitment. 

Another strength of this review is the integration of organizational culture and structural conditions 

as moderators in this relationship. The literature suggests that transformational leadership is most 

effective in environments characterized by adaptability, openness to change, and psychological 

safety (Edmondson, 1999; Schein, 2010). Conversely, in rigid, hierarchical, or risk-averse cultures, 

the potential of transformational leadership to promote innovation may be restricted (Rosing et al., 

2011). 

Yet, despite the growing body of evidence supporting the positive role of transformational 

leadership, the review also points to research gaps. Much of the existing literature relies on cross-

sectional data, which limits causal inference. There is a clear need for longitudinal studies that 

examine how transformational leadership affects innovation over time and across phases of 

organizational change. Additionally, while most studies are situated in Western contexts, cross-

cultural comparative research remains underdeveloped. Given the influence of national and 

institutional cultures on leadership styles, future studies should explore how transformational 

leadership manifests and operates across diverse cultural and regional settings. 

In summary, the findings presented throughout this paper affirm that transformational leadership 

serves as both a psychological and strategic foundation for innovation. It empowers individuals, 

aligns values, fosters risk-taking, and nurtures the learning processes essential to continuous 

renewal. As organizations face increasing complexity and disruption in the digital era, 

transformational leadership emerges not just as a style, but as a dynamic capability, a key enabler 

of organizational adaptability and long-term success. 
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Conclusion 

This paper has explored the dynamic relationship between transformational leadership and 

organizational innovation through a comprehensive review of theoretical frameworks and 

empirical studies. It has become clear that transformational leadership, characterized by vision, 

empowerment, intellectual stimulation, and individualized support, serves not merely as a 

leadership style but as a strategic capability that enables organizations to navigate complexity, 

foster creativity, and remain competitive in a rapidly evolving landscape. 

The literature consistently affirms that transformational leaders play a central role in shaping the 

psychological and cultural conditions necessary for innovation to thrive. By fostering trust, 

encouraging risk-taking, and aligning individual aspirations with collective goals, they help build 

an environment in which innovative behaviors are not only supported but expected. This influence 

is further reinforced through mechanisms such as psychological capital, high-quality leader–

follower relationships, and a shared commitment to continuous learning. 

However, the effectiveness of transformational leadership in promoting innovation is not uniform 

across all contexts. Organizational culture, structure, and environmental factors can significantly 

moderate this relationship. In open, adaptive cultures, the impact of transformational leadership 

on innovation is amplified, while in rigid or bureaucratic settings, it may be constrained or require 

the support of complementary leadership practices. 

While this paper has offered a synthesis of existing knowledge, it also highlights several areas for 

future exploration. There is a need for more longitudinal studies to assess the long-term effects of 

transformational leadership on innovation outcomes, as well as comparative research across 

industries and cultural contexts. Furthermore, greater attention should be given to the intersection 

between transformational leadership and digital transformation, as organizations continue to 

evolve in response to technological and societal shifts. 

In summary, transformational leadership emerges from this review as a strong driver of innovation, 

the one that goes beyond performance management to engage the hearts and minds of individuals. 

As organizations face unprecedented challenges and opportunities, investing in transformational 

leadership is not a simple matter of personal development, but a strategic decision for innovation-

led growth. 
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