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MANAGEMENT | RESEARCH ARTICLE

The impact of extrinsic and intrinsic motivation 
on job satisfaction: The mediating role of 
transactional leadership
Abdulsalam Aljumah1*

Abstract:  In the context of middle eastern countries like Saudi Arabia, the existing 
literature lacks in sufficient research on the impact of Transactional Leadership (TL) 
on job satisfaction (JS) and the indirect impact of extrinsic motivation (EM) and 
intrinsic motivation (IM) on achieving JS. This research investigates the direct 
influence of TL on JS and the indirect impact of EM and IM on achieving JS. The 
study defines compensation satisfaction (CS) and performance-based incentives 
(PBIs) as factors driving EM and employee empowerment (EE), while employee 
recognition drives (ER). Data were collected through survey questionnaires from 
300 managers across different small, medium-sized, and large enterprises in 
Saudi Arabia. The analysis utilized partial least squares structural equation model
ing. The findings indicate that both EM and IM significantly influence JS. The 
relationship between these motivations and job satisfaction is moderated by TL. 
Specifically, TL enhances the positive effects of EM on JS while attenuating the 
impact of IM. These results underscore the pivotal role of TL in establishing 
a connection between employee motivation and their job satisfaction level. This 
highlights the importance for businesses to cultivate a leadership style that aligns 
with the underlying motivations of their workforce, leading to improved staff morale 
and increased productivity. This study contributes a unique perspective by empha
sizing TL’s significance within the organizational framework, particularly concerning 
job satisfaction and motivation in an evolving work landscape characterized by 
automation and remote work practices.

Subjects: Work & Organizational Psychology; Business, Management and Accounting; 
School Leadership, Management & Administration 

Keywords: job satisfaction; transactional leadership; intrinsic motivation; extrinsic 
motivation; performance-based incentives; compensation satisfaction; employee 
recognition

1. Introduction
Job satisfaction is a highly important construct in both the academic literature and managerial 
discourse, as evidenced in both theory and practice (Amin, 2021). Job satisfaction is correlated 
with positive factors such as greater productivity (Storey et al., 2019), innovation (Nguyen, 2020), 
and higher organizational performance (Dugan et al., 2019). Thus, high job satisfaction is always 
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an end goal for managers and leaders within an organization. For managers, the literature 
provides insights into the factors that affect the manipulation and implementation of interventions 
to achieve higher job satisfaction (Wu et al., 2021). Meta-analytical studies such as those by Hoff 
et al. (2020) suggest that interest fit is a precursor to job satisfaction, while Madigan and Kim 
(2021) indicate that lowering workplace burnout is an antecedent. Miao et al. (2017) argue that 
emotional intelligence helps employees develop job resources, which in turn creates long-lasting 
job satisfaction. Niskala et al. (2020) compare the role of intrinsic and extrinsic factors in achieving 
job satisfaction and assert that intrinsic factors precede extrinsic ones. Although these meta- 
analytical and systematic review studies offer important insights into job satisfaction in organiza
tions, fresh understanding is required to grasp job satisfaction in the current era, which is defined 
by technological disruption and a changing work culture.

Leadership has long been regarded as an important driver of employees’ job satisfaction (Eliyana 
et al., 2019). Empirical evidence also confirms that leaders who use communication skills, persua
sion, and personality tend to influence employees’ job satisfaction (Staempfli & Lamarche, 2020). 
The theory of leadership is broad and various styles are documented in the literature. The 
transactional leadership style is one of the most significant leadership styles on which many 
studies have capitalized (Abdelwahed et al., 2022). Transactional leadership refers to the idea 
that leaders of an organization tend to influence their followers using an exchange instrument 
(Hasan & Islam, 2022). The exchange can include diverse elements such as rewards, punishments, 
and pleasantries (Alrowwad et al., 2020). Specifically, empirical research is extremely limited in the 
number and scope of studies on the relationship between transactional leadership and job 
satisfaction (Alarabiat & Eyupoglu, 2022). Thus, we hypothesized that, given the changing nature 
of the work structure and culture due to numerous factors, the transactional leadership style can 
play a significant role in enhancing job satisfaction compared with other leadership styles (Gemeda 
& Lee, 2020). Transactional leadership can be effective for employees in today’s world by assessing 
both the organization’s and the job’s relative contributions. Hence, the exchange of financial and 
non-financial rewards can be an important predictor of employees’ perceived satisfaction with 
their jobs (Hassi, 2019).

To establish a transactional leader’s influence, different set elements—such as financial 
motivation or extrinsic motivation as well as non-financial motivation or intrinsic motivation— 
can be utilized (Zen, 2023). The financial or external motivation necessary to create the transac
tional leadership style can include factors such as employees’ perceived satisfaction with their 
overall compensation (Nurlina, 2022) and performance-based incentives such as bonuses, pay 
raises, and promotions (Masa’deh et al., 2016). The literature suggests that compensation 
satisfaction is becoming highly important, especially in situations affected by the global rise in 
the prices of essential commodities. Employee satisfaction might not be achieved when employ
ees perceive themselves to be inadequately paid (Nazir et al., 2013). Furthermore, performance 
appraisal is an effective tool for enhancing job satisfaction. An employee appraised more highly 
by a manager can be satisfied with a reward that includes generous bonuses, pay raises, and 
promotions (Cantarelli et al., 2016). However, non-financial or intrinsic motivation exchange 
tools can also be powerful in enhancing the influence of transactional leadership on job satis
faction. Based on the current literature, we posited that employee empowerment (Choi et al.,  
2016) and employee recognition (Tsarenko et al., 2018) would be important exchanges for job 
satisfaction as mediated by transactional leadership. Employee empowerment is becoming an 
important factor in the era of remote work and technology-assisted work structures. Empowered 
employees tend to work freely and complete tasks using technology-assisted tools. Employee 
empowerment can help boost both productivity (although this is beyond the scope of our 
research) and job satisfaction (Tariq et al., 2016). Finally, employee recognition is also a critical 
factor, as recognized employees see themselves as an important part of the organization, which 
tends to influence their overall satisfaction with their job and organization (Al-Emadi et al.,  
2015).
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The exchange of external motivation factors (such as compensation satisfaction (Nazir et al.,  
2013) and performance-based incentives (Cantarelli et al., 2016) and intrinsic motivation factors 
(such as employee empowerment (Tariq et al., 2016) and employee recognition (Al-Emadi et al.,  
2015) can enhance job satisfaction through transactional leadership. However, empirical evidence 
in the context of small- and medium-sized enterprises (SMEs) and large enterprises in Middle 
Eastern countries is limited. Past researchers, such as Masi and Cooke (2000) and Andersen et al. 
(2018), have capitalized on motivation and leadership. However, there is still a dearth of literature 
on the transactional leadership-mediated (Schwarz et al., 2020) exchange of motivational factors 
(both intrinsic and extrinsic), and job satisfaction.

Our study addresses a critical gap in the existing literature by presenting and testing a comprehensive 
conceptual framework that examines the mediating role of transactional leadership. By investigating 
the potential mediating effect of transactional leadership through intrinsic and extrinsic motivation, this 
study seeks to understand the impact of different parameters on job satisfaction.

Furthermore, the selection of our sample, which consists exclusively of managers, warrants an 
explanation. The rationale behind this decision stems from the inherent nature of transactional 
leadership, which often intersects more prominently with managerial roles due to its focus on 
structured exchanges and performance-based incentives. Additionally, we concur with the obser
vation that empirical evidence on job satisfaction from regions such as Saudi Arabia is limited 
within the broader Middle Eastern context. Our research seeks to contribute significantly to this 
gap by collecting and analyzing data specifically from Saudi Arabia. The uniqueness of our 
investigation from this region provides a valuable opportunity to enrich the literature on job 
satisfaction within this specific context.

2. Literature review

2.1. Compensation satisfaction
Compensation is a widely used term in the academic literature on human resource (HR) manage
ment; it refers to the forms of financial and non-financial payments and quantifiable rewards that 
an employee receives in exchange for his/her services to the organization (Williams et al., 2008). 
The financial aspect of compensation can include a monthly salary, and/or—depending on the job 
contract—bonuses, commissions on sales, and other monetary incentives (Williams et al., 2007). 
In contrast, non-financial aspects of compensation may include health and group insurance, paid 
holiday vacations, and child/family support (Williams et al., 2007, 2008). Employee satisfaction 
with compensation is a basic requirement for many organizational behavioral variables such as job 
satisfaction (Igalens & Roussel, 1999), employee motivation (Jeha et al., 2022), less intention to 
switch jobs, and higher productivity (Samnani & Singh, 2014).

2.2. Employee recognition
The literature on the use of financial incentives to motivate employees and achieve performance 
and job satisfaction is vast (Abdullah et al., 2016); it offers important managerial insights into 
strategies to attain positive organizational behavioral objectives (Merino & Privado, 2015). In 
recent years, the debate has shifted toward the use of non-financial or non-cash-based elements 
to engender employee motivation and subsequent job satisfaction (Montani et al., 2020). A vital 
key concept for non-cash-based tools to enhance motivation is the recognition of an employee for 
being a highly valuable part of the organization (Magnus, 1981). Employee recognition can be 
explained as “judgment made about a person’s [the employee’s] contribution [to the organization], 
reflecting not just work performance but also personal dedication and engagement” (Brun & 
Dugas, 2008, p. 727). Recognition will strengthen employees’ sense of self-worth in the organiza
tion, causing them to see themselves as highly valued members; recognition will also help them to 
dispel their perceived work-related limitations to set higher targets and to devise innovative, 
sophisticated ways to achieve such targets.
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2.3. Performance-based incentives
Performance-based incentives comprise a range of financial and non-financial incentives that 
employees receive because of positive performance appraisals conducted by their organization 
in coordination with managers (Aggarwal & Samwick, 2003). Performance appraisal is a routine 
activity undertaken by the HR department along with the managers and leaders of the organiza
tion. The primary purpose of performance appraisal is to “appraise” or assess an employee’s 
performance over a period of time (Liu et al., 2019). Performance is appraised based on a range 
of factors, including performance on the set of targets an employee receives (Coles & Li, 2020), 
behavioral factors such as absenteeism, and other non-behavioral factors such as technical 
competence and quality of work (Lin et al., 2022). Performance-based incentives can be categor
ized into financial incentives, which include pay rises and annual bonuses, and non-financial 
incentives, such as foreign-sponsored trips (Aggarwal & Samwick, 2003; Coles & Li, 2020).

2.4. Employee empowerment
The term “employee empowerment” refers to “employee participation [empowerment] in promo
tion, evaluation, job content, technological change, work standards, financial policies, cost control, 
organization[al] structure, work force size, safety programs, work methods, and pricing” (Nykodym 
et al., 1994). Employee empowerment has been a popular area for HR management researchers 
for several decades (Hanaysha, 2016). Today, employee empowerment is attracting a wide range 
of attention from scholars, as it has important managerial implications for the workplace (Tariq 
et al., 2016). At the behavioral level, employee empowerment is a powerful tool, as it brings many 
positive changes to employees and organizations (Hanaysha & Tahir, 2016). Employees themselves 
are becoming a vital source of employee motivation, particularly intrinsic motivation, productivity, 
and long-term commitment to the organization (Han et al., 2016). Employee empowerment 
inculcates a sense of responsibility and ownership toward one’s job, department, and organization, 
which translates into higher motivation and productivity in the workplace (Aghazamani & Hunt,  
2017). Additionally, empowered employees are more creative and innovative, which leads to better 
problem-solving and new ideas. From a managerial or leadership perspective, employee empow
erment has been correlated with greater employee satisfaction, increased employee retention 
rates, and reduced costs associated with turnover and training (Baird et al., 2018).

3. Theoretical framework of the research
The research is grounded in several key theoretical structures that provide the foundation for 
understanding the relationships and dynamics being explored:

3.1. Self-determination theory
The self-determination theory (SDT) asserts that individuals possess inherent psychological 
requirements for autonomy, competence, and a sense of connection. It discerns between intrinsic 
motivation (engaging in activities for personal gratification) and extrinsic motivation (participating 
for external inducements). SDT proposes that when individuals experience intrinsic motivation, 
they encounter elevated levels of well-being, contentment, and effectiveness. The degree of self- 
determination within extrinsic motivation varies, encompassing controlled to autonomous 
regulation.

3.2. Job characteristics model
The job characteristics model, conceived by Hackman and Oldham, underscores the influence of 
specific job attributes on motivation and job satisfaction. It outlines five fundamental job traits: 
skill variety, task identity, task significance, autonomy, and feedback. The model postulates that 
roles characterized by these attributes amplify intrinsic motivation, culminating in favorable out
comes such as job satisfaction.

3.3. Transactional leadership theory
The transactional leadership theory delineates an exchange-based rapport between leaders and 
followers. It centers on task-focused conduct, contingent rewards, and the clarification of role 
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expectations. The theory posits that transactional leaders offer extrinsic incentives (such as 
rewards and acknowledgment) as reciprocation for employee performance. Transactional leader
ship corresponds with extrinsic motivation, wherein external inducements steer employee 
conduct.

Current research integrates these theoretical frameworks to examine how extrinsic and intrinsic 
motivation influence job satisfaction, with a specific focus on the mediating role of transactional 
leadership. It posits that employees who are intrinsically motivated (driven by personal satisfac
tion) or extrinsically motivated (driven by external rewards) experience varying levels of job 
satisfaction. Transactional leadership serves as a potential mediator in this relationship. The 
framework suggests that transactional leaders, through contingent rewards and clarifying expec
tations, can amplify the impact of extrinsic motivation on job satisfaction. Simultaneously, trans
actional leadership may attenuate the link between intrinsic motivation and job satisfaction, as the 
external focus on rewards may overshadow the internal drive for satisfaction.

4. Hypotheses development

4.1. Compensation satisfaction and extrinsic motivation
Compensation Satisfaction (CS) refers to overall employee contentment with the amount of 
financial and non-financial rewards received by the organization in exchange for services provided 
(Stringer et al., 2011). The literature suggests that diverse factors can play a role in enhancing 
employees’ perceived satisfaction with compensation, such as fairness of pay. Employee motiva
tion is an important aspect of compensation satisfaction. Employees who perceive their pay as fair 
and competitive are more likely to be satisfied with their compensation packages (Van Herpen 
et al., 2005). Employees who feel satisfied with their compensation will always be motivated 
toward their jobs and organizations, which can lead to higher job satisfaction (Litman et al.,  
2015). The concept of external motivation—which suggests that employee motivation is prede
termined by the rewards employees receive in exchange for performing their jobs—considers 
compensation satisfaction to be a vital determinant. Compensation satisfaction reinforces positive 
energy among employees, which helps them to be even more driven in the workplace for their 
personal and professional development and the betterment of the organization (Olafsen et al.,  
2015). Thus, we posited the following: 

H1: There is a positive and significant relationship between Compensation Satisfaction and 
External Motivation.

4.2. Performance-based incentives and extrinsic motivation
Literature suggests that employees prefer financial incentives to non-financial ones, as prior 
incentives play an important role in enhancing motivation and perceptions of overall job satisfac
tion (Cao et al., 2019). This theoretical insight suggests the positive impact of performance-based 
Incentives on external motivation, which can ultimately enhance job satisfaction (Chien et al.,  
2020). Performance-based incentives improve employees’ external motivation through rewards 
received by an employee in exchange for targets such as sales, cost cutting, and innovation (Ormel 
et al., 2019). Rewards, specifically financial ones, are a necessary condition for an employee’s 
external motivation (Bruni et al., 2020). Thus, a more attractive financial-based incentive will 
energize employees to work actively toward their performance-based targets and attain higher 
performance on those targets (Aninanya et al., 2016). Employee motivation from incentives based 
on performance also plays a crucial role in enhancing job satisfaction. 

H2: There is a positive and significant relationship between performance-based incentives and 
employees’ external motivation.
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4.3. Employee recognition and intrinsic motivation
Employee recognition is another important aspect of motivation (Hansen et al., 2002). However, 
employee recognition is very different compared to motivation derived from compensation satis
faction and performance-based incentives (Honore, 2009). Employee recognition directly strength
ens intrinsic motivation, which is based on an employee’s internal drive to do better for the 
organization, department, and himself/herself as a valued member of the organization (Asaari 
et al., 2019). Employee recognition—which takes the form of written or verbal praise, or any other 
tool—enhances employees’ self-confidence and self-worth (Rai et al., 2018), which reinforce their 
basic beliefs about being responsible members of the organization whose actions will directly 
affect its overall performance (Howell et al., 2015). Thus, ongoing concern about working for the 
good of an organization and its betterment will keep employees intrinsically motivated to perform 
their jobs. Furthermore, intrinsic motivation derived from recognition can play an instrumental role 
in enhancing job satisfaction. Thus, we hypothesized the following: 

H3: There is a positive and significant relationship between employee recognition and intrinsic 
motivation.

4.4. Employee empowerment and intrinsic motivation
Employee empowerment has a significant impact on intrinsic motivation. Employee empowerment 
enhances intrinsic motivation through autonomy, meaningfulness at work, and responsibility 
(Tariq et al., 2016). Employees who feel autonomous at work become task- and innovation- 
oriented, which drives them to contribute positively to organizational performance (Inceoglu 
et al., 2018). Furthermore, employee empowerment makes one’s job and workplace feel mean
ingful; this engenders a sense of vision and purpose with which employees form their identities. 
Thus, meaningfulness and a sense of purpose enhance employees’ intrinsic motivation to work 
hard and to innovatively achieve a desired goal. Finally, employee empowerment creates a sense 
of responsibility (Wirtz & Jerger, 2016). The literature implies that empowered employees have 
a general sense of responsibility toward their jobs, performance targets, departments, and orga
nizations. As such, a sense of responsibility toward one’s job, department, and organization 
automatically brings about intrinsic motivation, which helps employees to perform their duties. 
Hence, we posited the following: 

H4: There is a positive and significant relationship between employee empowerment and intrinsic 
motivation.

4.5. Employee intrinsic motivation and job satisfaction
Recent research has explored the impact of intrinsic motivation on job satisfaction, highlighting its 
role in enhancing employee well-being and organizational outcomes such as job satisfaction. 
Studies have revealed that employees who derive personal satisfaction from their tasks tend to 
experience higher levels of job satisfaction. Grounded in SDT, intrinsic motivation, characterized by 
autonomy, competence, and relatedness, has been recognized as a driving force behind employ
ees’ contentment with their work. Furthermore, studies have also recognized the reciprocal nature 
of the relationship between intrinsic motivation and job satisfaction. While intrinsic motivation 
positively affects job satisfaction, satisfaction with one’s job also reinforces intrinsic motivation. 
Recent research has shown that employees who are content with their jobs are more likely to 
experience heightened intrinsic motivation, creating a mutually reinforcing cycle. In essence, the 
existing research provides insights for organizations aiming to cultivate intrinsic motivation as 
a means to enhance job satisfaction and foster a positive work environment. Thus, leading to the 
following hypothesis. 
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H5: There is positive and significant relationship between intrinsic motivation and job satisfaction.

4.6. Employee extrinsic motivation and job satisfaction
Based on empirical findings, it becomes apparent that employees tend to achieve elevated levels of 
job satisfaction when they feel that their external requirements, including financial compensation 
and concrete advantages, are satisfactorily fulfilled. These outcomes align with the concept that 
extrinsic motivation, anchored in tangible incentives, plays a role in fostering employees’ content
ment within their work roles. Furthermore, it is explored in the context of organizational context how 
the setting within an organization, encompassing elements like performance-linked incentives and 
acknowledgment initiatives, can amplify employees’ extrinsic motivation, thereby influencing their 
subsequent levels of job satisfaction. Scholarly investigations have shown that adeptly structured 
incentive systems tied to performance can elicit heightened motivation and satisfaction within the 
employee cohort. Furthermore, the imparting of substantial recognition and rewards to acknowledge 
employees’ contributions has been linked to augmented job satisfaction and favorable organizational 
outcomes. Thus, the existing research body provides insights for organizations aiming to strategically 
utilize extrinsic motivation to enhance job satisfaction and promote a positive work environment, 
resulting in the following hypothesis of the study: 

H6: There is positive and significant relationship between external motivation and job satisfaction

4.7. Extrinsic motivation and job satisfaction’s relationship mediated by transactional 
leadership
Workers and managers have a positive connection, and both transformational and transac
tional elements are associated with increased motivation and employee engagement in job 
satisfaction. According to Bass and Stogdill (1990), transactional leaders use reward and 
punishment systems for their staff. Such systems are prevalent among leaders with strong 
instrumental motivation. However, Herzberg’s hygiene considerations are the source of moti
vation that transactional leaders use to compel their subordinates to work for them. A well- 
known form of leadership is transactional leadership, which places a strong emphasis on the 
fulfillment of agreements between a leader and his/her followers, as well as the exchange of 
rewards and penalties for performance (Sarros & Santora, 2001). Employees are more likely to 
feel satisfied with their jobs when they believe that their performance has been fairly rewarded 
(Saleem, 2015). According to a study, transactional leadership has a beneficial effect on job 
satisfaction, which is inextricably linked to performance (Chi et al., 2023). In addition, financial 
incentives act as mediator in the relationship between transactional leadership and job per
formance, indicating that a combination of the two may be effective in motivating people and 
boosting productivity. Another study points to a favorable correlation between transactional 
leadership and both intrinsic motivation and performance on the job (Khan et al., 2020). 
However, we found no evidence linking transactional leadership with job burnout or social 
shirking. Leaders in organizations are urged to embrace transactional leadership traits to 
motivate workers, increase morale, and improve productivity. Furthermore, one study explains 
why transactional leadership is vital to Saudi Arabia’s organizational management and change 
sustainability (Khan & Varshney, 2013). To fully grasp the dynamics of transactional leadership 
and its applicability to Saudi managers, more studies are needed at the national and regional 
levels in the Middle East and the Arab world. Additionally, Jensen et al. (2019) highlight the 
need for clarity and application in both public and commercial organizations, addressing the 
limitations of current conceptualizations and measurements of transactional leadership 
(Jensen et al., 2019). This contributes to our knowledge of the link between leadership and 
performance by reconsidering leadership styles, and by creating and testing new metrics. 
Whenever the topic of motivation arises in academic or general discussions, intrinsic motiva
tion is the type of motivation being discussed both directly and indirectly. Intrinsic motivation 
represents an employee’s internal, natural desire to engage in various organizational activities 
without directly seeking and asking for external rewards (Deci et al., 1981). A crucial 
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consequence of intrinsic motivation is employees’ leadership capabilities (Barbuto, 2005). The 
connection between intrinsic motivation and leadership has been widely studied and empiri
cally tested in the academic literature, offering highly insightful implications for both managers 
and researchers. Most studies conducted on motivation and leadership focus on leadership 
behaviors such as transactional behavior. This argument has been proven by recent meta- 
analytical studies conducted by Badura et al. (2020), who suggest that transactional leadership 
is the most popular and widely preferred leadership style or behavior compared to others. 
However, the transactional leadership style can also be an effective leadership style with 
respect to intrinsic motivation with the right set of elements such as praise, celebration, and 
public acknowledgment of employees’ work. Another identified type of motivation is external 
motivation, which represents an employee’s drive to receive an external reward—most impor
tantly money, which is financial and tangible—and to avoid punishment (Legault, 2020). 
External motivation is always external, whereby tangible, environmental, and other external 
factors can enhance motivation (Ryan & Deci, 2000). One central aspect still missing from the 
academic debate is the link between external motivation and leadership. Motivation can play 
an instrumental role in improving employees’ leadership capabilities (Fisher, 2009). However, 
motivation, once defined in terms of external motivation and intrinsic motivation, may alter 
the leadership context. Leadership theory suggests that there are different styles through 
which a leader may try to influence his/her followers or subordinates (Miner, 2005). Hence, 
the relationship between external motivation and transactional leadership is understudied in 
the academic literature. External motivation and transactional leadership are highly similar, as 
both constructs rely on the instruments of rewards and punishments for employees to become 
motivated and to influence their workplace behavior. As such, we examined the relationship 
between intrinsic motivation and external motivation as mediated by transactional leadership, 
and we hypothesized the following: 

H7: There is a positive and significant mediating effect of transactional leadership between 
intrinsic motivation and job satisfaction.

H8: There is a positive and significant mediating effect of transactional leadership between 
external motivation and job satisfaction.

4.8. Conceptual framework
The conceptual framework of the study is shown in Figure 1.

5. Research methods

5.1. Research design and approach
We aimed to understand job satisfaction and posited that transactional leadership would play 
an instrumental role in enhancing employees’ job satisfaction. We further hypothesized that 
transactional leadership—which uses the instrument of exchange as a tool to influence 
employees or subordinates—can be driven by factors that are part of external motivation 
(such as compensation satisfaction and performance-based incentives) and intrinsic motivation 
(such as employee empowerment and employee recognition). Since our goal was to empirically 
test Job satisfaction based on a range of factors, we used a quantitative research design 
(Bloomfield & Fisher, 2019). This design helped us collect data on each factor of job satisfac
tion and subsequent factors, and to employ statistical methods to test the relationship (Black,  
1998). For data collection, we employed a survey questionnaire and partial least squares 
structural equation modeling (PLS-SEM) for data analysis. We collected data from managers 
of SMEs and large enterprises in Saudi Arabia.
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5.2. Data collection instrument
The survey questionnaire was the combination of adopted instruments for each of the study 
variable separately (see Table 1) to gather data (Martin, 2006), which are widely used for data 
collection in quantitative research (Taherdoost, 2016) as well as in the empirical context of 
organizational behavior. The survey questionnaire comprised three parts. With the first part, we 
attempted to capture demographic data, which are important for generalizing the results of the 
sample to the broader population. The second part consisted of items to assess respondents’ 
knowledge of critical factors such as leadership, motivation, and job satisfaction. The third part 
involved items for each construct of the study, as mentioned in the conceptual framework. We 
used a 5-point Likert scale to measure each construct of the conceptual framework (Joshi et al.,  
2015). We collected data from 306 managers working in various SMEs and large enterprises in 
Saudi Arabia, including different manufacturing sectors. Table 1 presents the number of items for 
each construct and their sources. Performance-based bonuses focus on financial rewards for 
exceptional work done by a person or group; the section focused on this area has six questions 
used to evaluate the success of performance-based pay plans. Employees’ happiness with their 
pay (including salary, perks, and bonuses) is measured by the construct of compensation satisfac
tion based on a 10-item scale that asks workers to rate their Job satisfaction and pay. The term 
“job satisfaction” is used to describe how happy or unhappy an individual is with his/her current 
position. The section regarding this term contains 10 questions designed to gauge how satisfied an 
employee is with his/her job in terms of diverse factors, including working conditions, interpersonal 
interactions, and career development prospects. Employee empowerment measures the extent to 
which workers are trusted with responsibility, independence, and decision-making at their jobs; 

Figure 1. Conceptual 
framework.

Table 1. Data collection instrument
S. no. Construct No. of items
1. Performance-based Incentives 6

2. Compensation Satisfaction 10

3. Job Satisfaction 10

4. Employee Empowerment 8

5. Employee Recognition 6

6. Intrinsic Motivation 8

7. External Motivation 6

8. Transactional Leadership 4
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eight questions are asked to gauge how workers feel about their autonomy at work. We quantified 
the extent to which workers believe that their efforts and contributions are acknowledged using 
the construct of employee recognition. The section for this concept has six questions that evaluate 
the official and informal methods of appreciation used by the company.

The term “intrinsic motivation” describes the inspiration and pleasure one gets from doing 
something for its own sake. Eight components make up this construct and measure how interested 
workers are in their jobs for their own sake. Motivation that comes from outside a person, or 
external motivation, includes incentives, praise, and penalties. The section for external motivation 
consists of six questions designed to establish the degree to which workers are driven by money or 
other rewards. Transactional leadership is rooted in the exchange of incentives and penalties for 
performance. The four elements constituting transactional leadership examine the prevalence and 
efficacy of the transactional leadership style.

5.3. Sampling and population
Our goal was to examine job satisfaction based on transactional leadership as well as the factors 
of intrinsic motivation and external motivation by collecting data from managers working at SMEs 
in Saudi Arabia. Thus, this study has considered the population that worked at various managerial 
level posts. The rationale behind positioning our empirical setting at firms in Saudi Arabia relates to 
the general empirical research gap that exists in the literature, which calls for understanding 
organizational behavioral phenomena within Saudi Arabia, since most research has been con
ducted by gathering data from Western countries and some eastern ones (such as China, Malaysia, 
Indonesia, and India). Empirical research conducted in the greater Middle East and Saudi Arabia is 
limited; thus, we attempted to fill this critical gap in the literature. Due to the size and unknown 
composition of the population in the current study (i.e., employees working in SMEs and large 
enterprises in Saudi Arabia), we employed a non-probability sampling technique (Vehovar et al.,  
2016). We also conducted purposive sampling to collect as much data as possible from an 
intended group of respondents who are managers working in SMEs and large enterprises in 
Saudi Arabia (Etikan et al., 2016). We utilized the software G*Power to determine the sample 
size by using the t-test family with a statistical test of linear bivariate regression in one group, 
where the alpha error probability was set at 0.05. In survey research, one sample * power is 
a frequently employed sample of G*Power (Kang, 2021). The results showed a recommended 
sample size of 290. By rounding the number, this study set the sample size of 300 as an appro
priate size for data collection.

5.4. Demographic analysis
We employed IBM-SPSS (version 25.0) to perform demographic analysis of the data to understand 
the sample’s characteristics. Appendix I presents the outcomes of this analysis. The majority of the 
sample was male (71.3%). The age group did not show any major trend, but the majority belonged 
to two groups: 26–35 (38.9%) and 36–45 (28.9%). As for education level, the majority had 
completed undergraduate (39%), post-graduate (32.4%), and other levels of education (17.8%). 
As for roles at work, we included four categories: manager (32%), senior manager (22%), head of 
the department (27%), and chief executive officer (19%). Regarding years of work experience, 11% 
of the sample had 0–2 years of experience; 32% had 3–5 years of experience; 28% had 5–7 years of 
experience; 17% had 7–9 years of experience; 5% had 9–11 years of experience, and 7% had 12 or 
more years of experience. Finally, the different firm sizes showed an adequate distribution. The 
results indicated that 24% of the sample worked at small firms, 32% at medium firms, 27% at 
small and medium firms, and 17% at large firms.

5.5. Methodology
We employed PLS-SEM utilizing SmartPLS 4 for data analysis (Hair et al., 2011). PLS-SEM is 
a widely used tool for assessing the cause and effect of relationships between complex 
conceptual and path models (Hair et al., 2020). Furthermore, we assessed the data using 
both measurement and structural models. We harnessed the measurement model to evaluate 
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the relative validity and reliability of both the data and the data collection instrument through 
a range of statistical analyses and tests (). We also used a structural model for which we 
applied bootstrapping procedures by creating 5,000 subsamples to assess our hypotheses. We 
also employed IBM SPSS to analyze the respondents’ demographic data. Hence, we used two 
different software packages: IBM-SPSS (version 25.0), and SmartPLS 4. We summarize the 
results in the following sections.

6. Empirical results

6.1. Construct validity and reliability
We assessed construct reliability—which refers to the internal consistency of measures with 
their construct—using Cronbach’s alpha and composite reliability (Peterson & Kim, 2013). The 
literature suggests that both Cronbach’s alpha and composite reliability values above 0.70 can 
be considered constructs achieving reliability (Hair et al., 2019). The results, as depicted in 
Table 2, indicate that each of the constructs achieved reliability, as both the value of the 
correlation alpha and composite reliability were higher than 0.70. We assessed construct validity 
using the average variance extracted (AVE). The literature suggests a threshold value of 0.50 for 
assuming that construct validity has been achieved (Zaiţ & Bertea, 2011). The findings in Table 2 
imply that each construct achieved validity, as each construct reported an AVE value higher 
than 0.50.

6.2. Discriminant validity
Discriminant validity refers to a construct’s ability to differentiate itself from other constructs in the 
research model and measure its own unique phenomena (Zaiţ & Bertea, 2011). PLS-SEM allows 
researchers to assess discriminant validity using the heterotrait-monotrait ratio of correlations 
(HTMT). HTMT is a powerful tool for assessing the discriminant validity of a PLS-SEM model. Hair 
et al. (2021) suggest that an HTMT value below 0.90 can be considered a threshold value to 
assume that a construct has achieved discriminant validity. The results, as seen in Table 3, indicate 
that each construct achieved an HTMT value below 0.90; hence, we can deduce that discriminant 
validity was achieved in the current research.

Comparing the square roots of AVE values to the off-diagonal values in the rows above. 
Thesubstantial discriminant reliability is established when the covariate within a construct sur
passes the covariate involving other constructs. The current findings, as per Fornell and Larcker’s 
criteria (1981), are presented in Table 4. The square roots of AVE values in the table surpass the 
off-diagonal values above them. Consequently, significant discriminant validity is consistent with 
Fornell and Larcker’s criteria (1981).

Table 2. Reliability and validity of study variables
Cronbach’s alpha Composite reliability AVE

CS .917 .931 0.601

EE .952 .960 0.751

EM .917 .933 0.667

ER .944 .956 0.785

EM .939 .953 0.771

JS .946 .953 0.670

PBIs .963 .970 0.844

TL .905 .934 0.780

AVE = average variance extracted, CS = compensation satisfaction, EE = employee empowerment, EM = extrinsic 
motivation, ER = employee recognition, IM = intrinsic motivation, JS = job satisfaction, PBIs = performance-based 
incentives, TL = transactional leadership. 
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6.3. Measurement model

6.3.1. Structural model 1 
We assessed Structural Model 1 to test both our direct and indirect hypotheses, considering 
compensation satisfaction (CS), performance-based incentives (PBIs), extrinsic motivation (EM), 
and job satisfaction (JS), as well as transactional leadership (TL) as a mediator variable. The model 
fit was determined with an NFI value of 0.851 and an SRMR value of 0.062 (<0.08). Thus, the 
structural model was considered fit following . We assessed the data via the structural model 
using a bootstrapping procedure to create 5,000 subsamples. This model shows the relationships 
between CS, PBIs, EM, and JS, as well as the mediating effect of TL. In addition to these relation
ships, we examined the acceptance of H1, H2, H6 and H8. Figure 2 presents a graphical represen
tation of the data that displays the path coefficient and p-values in brackets. The results indicate 
that all of the hypotheses were accepted. Tables 5 and 6 depict the detailed outcomes of the direct 
and indirect effects.

6.3.2. Structural model 2 
We investigated Structural Model 2 to test both the direct and indirect hypotheses, considering 
employee engagement (EE), employee recognition (ER), intrinsic motivation (IM), and JS, as well as 
TL as a mediator variable. The model fit was determined with an NFI value of 0.701 (>0.60) and an 
SRMR value of 0.069 (<0.08). Thus, the structural model was considered fit following Hair et al. 
(2010). We assessed the data via the structural model using a bootstrapping procedure to create 
5,000 subsamples. This model shows the relationships among EE, ER, IM, and JS, and investigates 
the mediating effect of TL. In addition to these relationships, we examined the acceptance of H3, 
H4, H5 and H7. Figure 3 presents a graphical representation of the data, which shows the path 
coefficient and p-values in brackets. The outcomes indicate that all of the hypothesis paths were 

Table 3. Heterotrait-monotrait ratio of correlations
CS EE EM ER IM JS PBIs

EE 0.680

EM 0.737 0.579

ER 0.687 0.852 0.616

IM 0.700 0.352 0.804 0.442

JS 0.778 0.748 0.657 0.822 0.581

PBIs 0.675 0.805 0.592 0.792 0.425 0.655

TL 0.756 0.439 0.782 0.618 0.866 0.668 0.568

CS = compensation satisfaction, EE = employee empowerment, EM = extrinsic motivation, ER = employee recognition, 
IM = intrinsic motivation, JS = job satisfaction, PBIs = performance-based incentives, TL = transactional leadership. 

Table 4. Discriminant validity based on forner-larcker criteria
CS EE EM ER IM JS PBI TL

CS 0.791

EE 0.748 0.870

EM 0.643 0.517 0.833

ER 0.657 0.791 0.490 0.874

IM 0.641 0.516 0.775 0.710 0.783

JS 0.652 0.656 0.566 0.863 0.766 0.835

PBI 0.799 0.712 0.600 0.559 0.548 0.563 0.907

TL 0.606 0.413 0.817 0.558 0.844 0.628 0.579 0.890

CS = compensation satisfaction, EE = employee empowerment, EM = extrinsic motivation, ER = employee recognition, 
IM = intrinsic motivation, JS = job satisfaction, PBIs = performance-based incentives, TL = transactional leadership. 
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accepted, except for H4. The p-value of the hypothesis was 0.555, which was greater than the 
acceptable p-value range (P < 0.05). Tables 7 and 8 display the detailed results for the direct and 
indirect effects.

6.4. Hypotheses testing and analysis
Table 9 outlines the testing of the hypotheses, the results of which imply a positive and significant 
relationship between CS and EM, as well as between PBIs and employees’ EM. Additionally, there is 
a positive and significant relationship between ER and IM. However, we rejected the hypothesis 
suggesting a positive and significant relationship between EE and IM due to insufficient evidence. 
A positive and significant relationship exists between IM and JS. A significant positive relationship 
is found between EM and JS. Furthermore, there is a positive and significant mediating effect of TL 
between IM and JS, as well as between EM and JS. These findings provide valuable insights into the 
interplay of factors influencing motivation and JS in the context of our study. Among the accepted 
hypotheses, H1 shows the strongest path coefficient (0.609). Regarding a direct relationship, CS 
influences IM significantly. H2 reveals the smallest path coefficient (01.69). PBIs do not influence 

Figure 2. The relationships 
among CS, PBIs, EM, JS, and the 
mediator TL.

Table 5. Direct effect among the variables
Relationship Path coefficient Standard 

deviation 
(STDEV)

t-statistic (|O/ 
STDEV|)

p-value

CS -> EM Hypothesis 
1(H1)

.609 0.05 12.113 0**

EM -> JS Hypothesis 
6 (H6)

.387 0.063 6.152 0**

EM -> TL .778 0.023 33.582 0**

PBI -> EM 
Hypothesis 2 (H2)

.163 0.058 2.786 .005**

TL -> JS .324 0.066 4.948 0**

CS = compensation satisfaction, PBIs = performance-based incentives, EM = extrinsic motivation, JS = job satisfaction, 
TL = transactional leadership. 
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EM more significantly. In terms of the mediator variable, the highest path coefficient of EM -> TL -> 
JS (H6) is 0.252. The mediator, TL, has the most significant mediator effect between EM and JS.

7. Discussion
Job satisfaction remains a major problem for managers who supervise employees. Many research
ers have been trying to establish important and insightful research models to conceptualize job 
satisfaction in this context. This research also provides vital insights into job satisfaction in the 
changing work culture and structure, and stresses the role and development of transactional 
leadership as a critical predictor of job satisfaction. The current literature offers insights into the 
role of leadership in various aspects of organizational behavior, including job satisfaction. The 
focus on transactional leadership is based on the assertion that it is effective in achieving job 
satisfaction through rewards and recognition by creating a clear set of expectations through 

Table 6. Indirect effect among the variables
Relationship Path coefficient Standard 

deviation 
(STDEV)

t-statistic p-value

CS -> EM -> JS 0.236 0.046 5.154 0**

CS -> EM -> TL 0.474 0.043 10.944 0**

PBI -> EM -> JS 0.063 0.025 2.49 0.013**

CS -> EM -> TL -> JS 0.154 0.034 4.53 0**

EM -> TL -> JS 
Hypothesis 6 (H8)

0.252 0.051 4.908 0**

PBI -> EM -> TL 0.127 0.046 2.785 0.005**

PBI -> EM -> TL -> 
JS

0.041 0.018 2.335 0.02**

CS = compensation satisfaction, PBIs = performance-based incentives, EM = extrinsic motivation, JS = job satisfaction, 
TL = transactional leadership. 

Figure 3. The relationships 
among EE, ER, IM, JS and the 
mediator of TL.
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employees, performance-based incentives, and empowerment. We divided these factors into two 
sets of motivation—intrinsic motivation and external motivation—that directly affect transactional 
leadership and indirectly yield job satisfaction, compensation satisfaction, employee empower
ment, external motivation, employee recognition, intrinsic motivation, job satisfaction, perfor
mance-based incentives, and transactional leadership.

7.1. Motivation
Employee motivation is an important organizational behavioral variable that has been widely 
studied. The current literature suggests that motivation plays a vital role in enhancing both 
leadership capacity and job satisfaction. We theorized that motivation has two aspects: intrinsic 
and extrinsic. External motivation refers to an employee’s drive to receive an external reward— 
most importantly money, which is financial and tangible—and to avoid punishment (Legault,  
2020). Intrinsic motivation is an employee’s internal, natural desire to engage in various organiza
tional activities without directly seeking or asking for an external reward (Deci et al., 1981). We 
posited that the two-factor compensation satisfaction (Litman et al., 2015; Olafsen et al., 2015) 
and performance-based incentives (Cao et al., 2019; Coles & Li, 2020) would have direct and 
significant impacts on external motivation. The data collected using a survey questionnaire and 
the analysis of data using PLS-SEM suggest that both compensation satisfaction and performance- 
based incentives have a positive and direct impact on employees’ external motivation. The results 
clearly indicate that financial exchanges (e.g., adequate levels of compensation) and performance- 
based incentives, which can include variables such as bonuses and pay raises, play an important 

Table 7. Direct effect among the variables
Relationship Path coefficient 

(O)
Standard 
deviation 
(STDEV)

t-statistic (|O/ 
STDEV|)

p-value

EE -> IM 
Hypothesis 4 (H4)

0.046 0.077 0.59 0.555

ER -> IM 
Hypothesis 3 (H3)

0.557 0.072 7.745 0**

IM -> JS Hypothesis 
5 (H5)

0.588 0.062 9.448 0**

IM -> TL 0.834 0.021 40.414 0**

TL -> JS 0.143 0.073 1.953 0.051**

EE = employee engagement, ER = employee recognition, IM = intrinsic motivation, JS = satisfaction, TL = transactional 
leadership. 

Table 8. Indirect effect among the variables
Relationship Path coefficient Standard 

deviation 
(STDEV)

t-statistic (|O/ 
STDEV|)

p-value

ER -> IM -> TL 0.464 0.063 7.418 0**

EE -> IM -> TL 0.038 0.064 0.589 0.556

EE -> IM -> JS 0.027 0.046 0.584 0.559

IM -> TL -> JS 
Hypothesis 5 (H7)

0.119 0.061 1.957 0.05**

EE -> IM -> TL -> JS 0.005 0.011 0.477 0.634

ER -> IM -> JS 0.327 0.053 6.207 0**

ER -> IM -> TL -> JS 0.066 0.035 1.894 0.058

EE = employee engagement, ER = employee recognition, IM = intrinsic motivation, JS = satisfaction, TL = transactional 
leadership. 
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role in maintaining employee motivation. Furthermore, the indirect effects of compensation 
satisfaction and performance-based incentives are also positively significant. Thus, we can con
clude that these financial exchange tools not only create motivation among employees, but also 
help establish and foster transactional leadership capabilities among them. We also theorized that 
intrinsic motivation is a critical variable in the organizational setting of modern work structures. 
Two factors, employee empowerment (Aghazamani & Hunt, 2017; Baird et al., 2018) and employee 
recognition (Asaari et al., 2019; Montani et al., 2020), have been conceptualized as having a direct 
and significant impact on intrinsic motivation. The PLS-SEM analysis showed mixed results. The 
outcomes indicate that employee recognition had a positive and significant effect on intrinsic 
motivation. Hence, we can deduce that recognizing employees’ extra efforts can be an important 
source of their motivation in the workplace. The indirect effect analysis also reveals that recogniz
ing employees could foster transactional leadership capabilities. However, the results do not 
support any role of employee empowerment, either directly for intrinsic motivation or indirectly 
for transactional leadership through intrinsic motivation. The current literature, such as studies by 
DiDomenico and Ryan (2017), suggests that other factors like autonomy, mastery, and purpose are 
just a few of the qualities that can significantly affect intrinsic motivation. The current study might 
not have captured all elements that effect intrinsic motivation if simply focusing on employee 
empowerment, which may lead to a negligible association between employee empowerment and 
intrinsic motivation.

7.2. Transactional leadership
We theorized that transactional leadership would be powered by intrinsic motivation and external 
motivation as a source of job satisfaction. Leadership research is broad, and prior studies suggest that 
leadership can play an important role in organizations (Uhl-Bien & Arena, 2018). However, researchers 
place less stress on transactional leadership than on transformational leadership (Mach et al., 2022). 
The research has also conceptualized transactional leadership as the source of job satisfaction based 
on the assertion that, to establish a productive workplace that encourages motivation and engage
ment, this leadership style relies on the usage of rewards and recognition, as well as a clear set of 
expectations from workers. Transactional leaders can provide their staff with the skills and resources 
needed to become successful in their profession using performance-based rewards and empower
ment, which may have a substantial influence on job satisfaction (Dartey-Baah & Ampofo, 2016; 

Table 9. Results of hypothesis testing
Hypothesis # Hypothesis description Remark
H1 There is a positive and significant 

relationship between CS and EM.
Accepted

H2 There is a positive and significant 
relationship between PBIs and EM.

Accepted

H3 There is a positive and significant 
relationship between ER and IM.

Accepted

H4 There is a positive and significant 
relationship between EE and IM.

Rejected

H5 There is a positive and significant 
relationship between IM and JS.

Accepted

H6 There is a positive and significant 
relationship between EM and JS.

Accepted

H7 There is a positive and significant 
mediating effect of TL between IM 
and JS.

Accepted

H8 There is a positive and significant 
mediating effect of TL between EM 
and JS.

Accepted

CS = compensation satisfaction, EM = extrinsic motivation, EE = employee empowerment, ER = employee recognition, 
IM = intrinsic motivation, JS = job satisfaction, PBIs = performance-based incentives, TL = transactional leadership. 
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Saleem, 2015). Apart from job satisfaction as a consequence of transactional leadership, we also 
hypothesized that both external motivation (Devloo et al., 2015) and intrinsic motivation (Jensen,  
2018) would be sources of transactional leadership. Moreover, we conceptualized the roles of intrinsic 
motivation and external motivation based on the assertion that although intrinsic motivation is fueled 
by internal elements (such as personal contentment or a feeling of purpose), external motivation is 
fueled by external benefits (such as income, promotions, or recognition). Extrinsically motivated 
transactional leaders may be more prone to utilize performance-based incentives (such as bonuses 
or promotions) to inspire their staff and achieve job satisfaction. Transactional leaders can also employ 
intrinsic motivation to offer opportunities for professional and personal development, such as training 
programs or the ability to work on worthwhile initiatives.

The results suggest that both intrinsic motivation and external motivation have a positive and 
significant impact on transactional leadership. Thus, we can infer that the exchange of intrinsic 
motivation factors, such as employee recognition and external motivation, can have a positive 
impact on transactional leadership. The findings further demonstrate the positive and significant 
effects of transactional leadership on job satisfaction. Finally, the indirect effects of both intrinsic 
motivation and external motivation have also been established. Thus, we can deduce that trans
actional leaders using various intrinsic motivation and external motivation tools have an adequate 
capacity to achieve Job satisfaction among employees.

8. Implications of the study

8.1. Theoretical implications
In the field of modern work structures, job satisfaction emerges as a pivotal managerial concern. 
This study reveals the essential role of transactional leadership in achieving job satisfaction, 
shedding light on a dimension historically underemphasized in comparison to transformational 
leadership. Leaders’ intrinsic and extrinsic motivation significantly shape their transactional lea
dership style, with positive effects observed for both intrinsic and external motivation. This sug
gests the potential for enhancing transactional leadership through staff incentives and praise. 
Notably, a robust link between transactional leadership and employees’ happiness underscores the 
positive impact of transactional leaders on workforce contentment. Additionally, job satisfaction is 
directly influenced by intrinsic motivation and indirectly by external motivation, implying that 
transactional leaders’ use of both motivation types can elevate employees’ happiness. These 
findings underscore the dual significance of intrinsic motivation and external motivation in trans
actional leadership development, offering businesses insights to foster effective leadership prac
tices and enhance employee well-being.

8.2. Practical implications
The practical implications drawn from these findings hold significant value for managerial prac
tices in modern work environments. Given the growing importance of job satisfaction, managers 
are urged to adopt innovative strategies to enhance it. This study underscores the pivotal role of 
transactional leadership in achieving job satisfaction, filling a historical research gap in its recogni
tion. The notable influence of leaders’ intrinsic and extrinsic motivation on their transactional 
leadership style implies actionable steps for improvement through staff incentives and acknowl
edgment. The robust link between transactional leadership and employees’ happiness underscores 
the positive impact of transactional leaders, offering a pathway to elevate workforce contentment. 
Moreover, the study’s revelation that both intrinsic motivation and external motivation directly 
contribute to work satisfaction highlights the potential for enhancing employee happiness through 
transactional leaders’ combined use of motivation tactics. By leveraging internally motivating 
elements and applying extrinsic motivators, such as recognition and awards, transactional leaders 
can significantly impact employees’ job satisfaction. These findings provide practical guidance for 
organizations aiming to cultivate effective leadership practices, create motivating work environ
ments, and ultimately bolster employee well-being and satisfaction.
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9. Conclusion
Job satisfaction is becoming a crucial source of managerial concern in today’s world of modern work 
structures. Managers must work innovatively to achieve job satisfaction. We concluded that transac
tional leadership plays a role in achieving job satisfaction. The role of transactional leadership has 
historically been ignored or stressed less by researchers than that of transactional leadership. The 
results indicate that leaders’ levels of intrinsic motivation and external motivation significantly con
tribute to determining their transactional leadership style. We observed positive and substantial effects 
of both intrinsic motivation and external motivation on transactional leadership. This finding implies 
that transactional leadership can be improved through staff incentives and praise. In addition, the 
results show a favorable and statistically significant link between transactional leadership and employ
ees’ happiness. It follows that workers are more content in their roles when they are led by transac
tional leaders. Furthermore, work satisfaction was influenced both directly by intrinsic motivation and 
indirectly by external motivation. Employees’ happiness at work may be increased by transactional 
leaders’ use of both intrinsic motivation and external motivation tactics. The results indicate that 
intrinsic motivation and external motivation are equally crucial to the development of transactional 
leadership. Transactional leaders may have a significant effect on employees’ job satisfaction by 
capitalizing on internally motivating elements and applying extrinsic motivators, such as recognition 
and awards. These findings highlight the value of motivating tools in transactional leadership and 
provide guidance to businesses seeking to cultivate effective leadership practices and boost their 
employees’ happiness.

9.1. Limitations and future research
Future studies that include employee empowerment could shed light on the relationship between 
transactional leadership and job content. Future research might benefit from considering culture as 
a factor in determining whether a person is happy and motivated at work. Understanding cross-cultural 
differences in leadership styles and motivational approaches may require an investigation of the 
relationship between cultural influences, transactional leadership, and other motivational approaches. 
In addition, future studies could broaden the focus outside of Saudi Arabia, which would help make the 
results more applicable to the global population. Researchers may gain a deeper understanding of the 
generalizability of the theoretical implications offered by gathering data from a variety of cultural 
settings. Future research needs to compare the transactional leadership style with other management 
styles, such as ethical style (Al Halbusi et al., 2021b) and servant style (Ruiz-Palomino et al., 2019; Ruiz- 
Palomino et al. 2021). Specifically, the future research should explore the impact of ethical and servant 
leadership on employee satisfaction in contrast to transactional leadership. This will involve an 
investigation into how these leadership styles affect various aspects of employee satisfaction, includ
ing job satisfaction and motivation. Overall, advancing our knowledge of the connection between 
transactional leadership, motivation, and work satisfaction will help overcome this study’s limitations 
and provide opportunities for future studies.
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Appendix I. Demographic analysis

Gender Number

1. Male 71.30% 218

2. Female 28.70% 88

Age (in years)

1. 18–25 8.30% 25

2. 26–35 38.90% 119

3. 36–45 28.90% 88

4. 46–55 15% 46

5. 55 and above 8.90% 28

Education level

1. Matriculation 4.40% 14

2. Intermediate 6.40% 20

3. Undergraduate 39% 119

4. Post-graduation 32.40% 99

5. Other 17.80% 54

Firm size

1. Small 24% 73

2. Medium 32% 98

3. Small and medium 27% 83

4. Large 17% 52

Role in organization

1. Manager 32% 98

2. Senior manager 22% 67

3. Head of department 27% 83

4. Chief Executive Officer 19% 58

Department

1. Finance 18% 55

2. Operation 36% 110

3. Marketing 28% 86

4. Other 18% 55

Experience (in years)

1. 0–2 11% 34

2. 3–5 32% 98

3. 5–7 28% 86

4. 7–9 17% 52

5. 9–11 5% 15

6. 12 or more 7% 21

Aljumah, Cogent Business & Management (2023), 10: 2270813                                                                                                                                        
https://doi.org/10.1080/23311975.2023.2270813                                                                                                                                                       

Page 23 of 23


	1.  Introduction
	2.  Literature review
	2.1.  Compensation satisfaction
	2.2.  Employee recognition
	2.3.  Performance-based incentives
	2.4.  Employee empowerment

	3.  Theoretical framework of the research
	3.1.  Self-determination theory
	3.2.  Job characteristics model
	3.3.  Transactional leadership theory

	4.  Hypotheses development
	4.1.  Compensation satisfaction and extrinsic motivation
	4.2.  Performance-based incentives and extrinsic motivation
	4.3.  Employee recognition and intrinsic motivation
	4.4.  Employee empowerment and intrinsic motivation
	4.5.  Employee intrinsic motivation and job satisfaction
	4.6.  Employee extrinsic motivation and job satisfaction
	4.7.  Extrinsic motivation and job satisfaction’s relationship mediated by transactional leadership
	4.8.  Conceptual framework

	5.  Research methods
	5.1.  Research design and approach
	5.2.  Data collection instrument
	5.3.  Sampling and population
	5.4.  Demographic analysis
	5.5.  Methodology

	6.  Empirical results
	6.1.  Construct validity and reliability
	6.2.  Discriminant validity
	6.3.  Measurement model
	6.3.1.  Structural model 1
	6.3.2.  Structural model 2

	6.4.  Hypotheses testing and analysis

	7.  Discussion
	7.1.  Motivation
	7.2.  Transactional leadership

	8.  Implications of the study
	8.1.  Theoretical implications
	8.2.  Practical implications

	9.  Conclusion
	9.1.  Limitations and future research

	Author details
	Disclosure statement
	Data availability statement
	Geolocation information
	References
	Appendix I.Demographic analysis

