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This study investigates the effect of inclusive leadership on innovation performance
with a mediating role of employee innovation behavior and the moderating role of
psychological empowerment (PE). Supervisors and employees of Saudi manufacturing
firms are the participants of this study. This study used a quantitative research technique
with a cross-sectional approach and a self-administrative survey questionnaire to collect
the data. The data were analyzed by using the Smart PLS 3 software. The results
depict that inclusive leadership has a significant positive impact on the firm’s innovation
performance. Employees’ innovation behavior has a significant mediating effect on the
association of inclusive leadership and innovation performance. Findings revealed that
PE has an important moderating role in the association of inclusive leadership and
innovation performance. The findings of this study contribute to the body of knowledge
by finding that inclusive leadership has a significant effect on the firm’s innovative
performance and PE is crucial to enhance innovation performance.

Keywords: inclusive leadership, employees’ innovation behavior, innovation performance, psychological
empowerment, COVID-19

INTRODUCTION AND BACKGROUND OF THE STUDY

In 2020, the explosion of coronavirus disease 2019 (COVID-19) substantially changed the working
conditions and ways of people. Uncertainty and ambiguity associated with the unprecedented
pandemic resulted in various organizational challenges, including efficiency and consistency of
employees regarding their job engagements during COVID-19. Active contribution of employees
is equally significant in contextualizing the changing circumstances, enhancing productivity,
and dealing with uncertainty. More specifically, the inclusive style of leadership and innovative
attitude of employees potentially support organizations in making effective and responsive
decisions. In addition, innovative behavior effectively communicates valuable information within
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an organization that enhances the resistance capacity of an
organization during a crisis (Wang et al., 2010).

In the era of globalization, the intensity of competition
among competitors is increasing. In organizations, innovation
has a greater significance at present which directly decides its
existence and end (Gumusluoglu and Ilsev, 2009). In addition, in
response to changing demands of customers in the contemporary
competitive culture, organizations must explore and promote
innovative ways (Battistelli et al., 2013; Javed et al., 2019a).
Literature recognized that research and development are not
merely associated with the researchers but are also concerned
with the other employees. For the sustainable success of
organizations, areas of innovation must be open for employees
with their particular roles (Dorenbosch et al., 2005; Imran
and Anis-ul-Haque, 2011; Qu et al., 2017; Schermuly et al.,
2017). Organizational innovation is not different from employee
innovation, which is a vital element in the development
of an entity. Many researchers are focusing on finding the
methods of improving performance of the employees. Many
factors, including intrinsic motivation and employees’ character,
are significant which influence innovative performance of the
employees (Shalley et al., 2009; Grant and Berry, 2011). Besides
these personal factors of an individual, leadership style also
influences the innovative performance of an individual (Scott
and Bruce, 1994b). In recent years, a new type of leadership has
been predicted, which is known as inclusive leadership. Inclusive
leadership arose in response to employees’ diversity of values,
personalities, and working mechanisms. In inclusive leadership,
leaders deal with the employees in different manners to fulfill
various needs of employees by developing a supportive employee
environment and providing the foundation for the innovative
performance of employees.

Moreover, an inclusive leadership style accelerates the
competence and self-efficacy of employees while performing
their tasks by allowing them to contribute to decision-making
(Javed et al., 2019a). Besides, in this kind of leadership,
employees can practice higher independence of decision-making
in their undertakings by delegating power to employees (Nishii
and Mayer, 2009). Empirical evidence of recent studies also
supports the positive influence of diverse leadership styles
in understanding the needs of employees in the situation of
uncertainty, i.e., COVID-19 (Lee et al., 2020).

To the best of the researcher’s knowledge, this is a pioneer
study examining the relationship of inclusive leadership and
employees’ innovative performance in the COVID-19 outbreak.
In the process of innovation, employees use their capabilities
and exhibit differentiating behavior where innovative ideas are
generated, implemented, and promoted (Ramamoorthy et al.,
2005). As a result, an innovative work environment is developed
(De Jong and Den Hartog, 2010) to effectively deal with the
rapidly changing climate (Javed et al., 2019b). In promoting
innovative work behavior (IWB) of employees, leadership is
recognized as a significant factor (Scott and Bruce, 1994b;
To et al., 2015; Choi S. B. et al., 2016). Leadership role at
the workplace is considered as a critical factor of change and
innovation within an enterprise (De Jong and Den Hartog, 2008,
2010; Amabile and Kramer, 2012).

The traditional “leader-centric” approach (Epitropaki and
Martin, 2005; Lapierre et al., 2006) focuses on the behavior
and attitude of leader and assumes the character of followers
to be unchanged (Drath et al., 2010; Javed et al., 2019b). In
contrast, inclusive leadership pays attention to the characteristics
of leaders and the behavior and attitude of employees, and their
affiliation toward their leader (Maslyn et al., 2017). Therefore,
relational leadership theory inspires employees to handle the
complexity of IWB with cooperation and support (Burke et al.,
2003; Schermuly et al., 2013; Javed et al., 2019b). In addition, IWB
is a complex and extraordinary behavior of employees where they
communicate innovative ideas, avoid traditional mechanisms,
and challenge the status quo by disagreeing with the opinion of
their managers (Janssen, 2000; Kessel et al., 2012). Accordingly,
it is perceived that many of the innovative ideas remain flop
(Mathisen et al., 2012) which ultimately influence innovation
performance. Rahman et al. (2015) concluded that employees’
opinion for new developments is not accepted because it
is anticipated as deviant behavior in the work environment.
In return, innovative employees are perceived as disturbance
creators by their leaders (Kaptein, 2011). Hence, these employees
face penalties that may include demotion or termination as a
reward for their innovative thinking (Detert and Treviño, 2010).
Therefore, for managing the complexity of the IWB process,
the psychological support of employees is essential to encourage
their participation in IWB (Wagner et al., 2010; Afsar and
Badir, 2016). As a result of psychological empowerment (PE),
individuals enjoy a sense of independence, purpose, capabilities,
and response while practicing IWB (Montani et al., 2014; Orth
and Volmer, 2017; Ertürk and Albayrak, 2019). Furthermore,
intrinsic motivation positively influences performance regarding
innovation (Ryan and Deci, 2000a).

Cognitive evaluation theory recommends that intrinsic
motivation or PE allows employees to enjoy the sense
of independence, purpose, capabilities, and response while
practicing innovative behavior of the employees (Deci et al.,
1975, 1989; Ryan and Deci, 2000b; Deci and Ryan, 2013) that
ultimately influence their innovative performance (Chen and
Hou, 2016; Javed et al., 2017). According to the CET theory,
external factors are evaluated by employees to behave in a
particular way (Deci and Ryan, 2000; Kent, 2014). Likewise,
concerning the innovation, external context is evaluated by
employees to find help for their IWB. If they remain successful
in finding a supportive environment, their motivation toward
IWB is enhanced (Yidong and Xinxin, 2013). Accordingly, PE
significantly plays the moderating role in the relation of inclusive
leadership and innovation performance that is less investigated
in the previous research. In recent times, Javed et al. (2018)
recommended that more research is needed for a detailed
evaluation of the PE role related to inclusive leadership and
innovation performance. In line with this, this research attempts
to evaluate the effect of inclusive leadership on innovation
performance of employees with mediating role of PE and
moderating role of innovation behavior of employees.

The conceptual framework for this research was established
from previous findings and theoretical gaps were discovered in
the literature. Theoretically speaking, the value of this research
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is that it has established in explaining the direct relationships of
inclusive leadership on innovation performance during COVID-
19. By investigating the mediation effect of employee innovation
behavior in the relationship between total inclusive leadership
and innovation performance during COVID-19, the research has
supported the past theoretical background. In brief, the results
provide a new direction for the studies on small and mid-size
enterprises (SME) performance and its predictors in Kingdom
of Saudi Arabia (KSA)-based manufacturing firms. This study
narrows the gap in the management literature regarding the role
of a mediator and a moderator. As discussed in previous studies,
examining the indirect relationship has been widely accepted as
an investigative approach.

LITERATURE REVIEW

Employee Innovation Performance
Employee innovation performance is viewed as a process based
on certain steps (Yi, 2008), by considering it as a process. There
are five steps included in the process, namely, willingness, action,
suggestion, achievement, and the communication of innovative
ideas (Song et al., 2015). In addition, Janssen et al. (2011)
recommended that innovation performance of employees is
an advanced idea that boosts the performance of an entity.
Yuanyuan (2013) considered employee innovation performance
in two parts that are innovation action and innovation influence.
Innovative action refers to the new ideas and programs that
employees have. However, the innovation effect is associated
with the innovation achievement and implication of outcomes.
This study describes employee innovation performance by the
model of Han et al. (2011).

Inclusive Leadership
UN Millennium Development Goals include the concept of
Inclusion and it is an old feature of Chinese civilization (Fang
et al., 2019). Inclusiveness is regarded as traditional virtue in
the Chinese population. Phrases such as “All rivers run into
the sea” and “Wide hearts embrace all” carry the concept
of inclusiveness in their meaning. Initially, the concept of
inclusive leadership was evaluated in Western education, where
it was suggested that individuals belonging to various races and
capacities should have inclusive education opportunities. Ryan
and Haslam (2007) supposed that education leadership needed
an identical and collective leadership mechanism by describing
inclusive leadership concerning education as the existence of
a learning leader. In the subject of management, Nembhard
and Edmondson (2006) first suggested inclusive leadership that
incorporates the communication and behavior of leaders in
inspiring their employees to make a positive contribution toward
their work. Hollander (2013) focused on the perceived leadership
role of employees and defined this association independently
whereby having a shared vision. By considering the research of
Hollander (2013) and Carmeli et al. (2010a) alleged that inclusive
leadership may be evaluated from the collaboration of leaders
and employees, and it is open, operative, and available while
communicating with workers. In addition, Hirak et al. (2012)

concluded a positive and significant association of inclusive
leadership with the psychological security of subordinates while
studying a large hospital. Simsek et al. (2015) also examined the
concept of inclusion and recommended that two components,
i.e., belonging and authenticity, should be incorporated in it.
Accordingly, inclusion is defined by the researchers as the feeling
of security and belonging from the team members for each
other. Suk considered inclusive leadership as an open, operative,
and easy to learn leadership method that positively influences
performance of the employees (Choi S. L. et al., 2016).

Later on, Chinese researchers focused on inclusive leadership,
and, at present, a number of studies are ongoing on this subject.
Fang et al. (2014) determined that inclusive leaders focus more
keenly on the association of leaders and employees by combining
the features of transformational and transactional leadership
and taking benefit of the authentic style leadership and shared
leadership. Moreover, Guan and Liu (2016) highlighted that
inclusive kind of leadership focuses on the people-oriented
principals, pays attention to the equal treatment toward various
attitudes of subordinates, and recommends the role of managerial
consistency, and the efforts of leaders are presented as a
role model. Furthermore, Liu et al. (2017) concluded that
inclusive leadership follows people-oriented principles, supports
differences of opinion among individuals, pays significance to
the interaction of leadership and employees, and considers
contributions and opinions of employees prominently. In this
research, the concept of inclusive leadership is integrated with
the traditional Chinese cultural concept of “inclusiveness.” In the
West, the idea of inclusiveness is mainly based on the conceptions
of democracy and justice. Inclusiveness in the Chinese traditions
is concerned more about the “tolerance and greatness” of moral
values and mind. Inclusive leaders integrated with Chinese
culture pay more focus on equal distribution and fair opportunity
and are regarded as a new kind of democratic leadership. It is
in line with the higher psychological perceptions and associated
needs of employees in the current era. In inclusive leadership,
leaders treat employees with more gratitude, admiration, and
acceptance (Sharifirad, 2013). They pay value to the contribution
and thoughts of employees and encourage their performance in
the workplace (Kang et al., 2015). Meanwhile, inclusive managers
focus on training employees, giving them fair treatment, and
taking the business to the achievement (Fang et al., 2021).

In the interaction of leaders and subordinates, inclusive
leadership can help (Nishii and Mayer, 2009). However, relational
leadership refers to the interaction of leaders with subordinates
(Rawat et al., 2020) that is also responsible for performance. It
is an example of fairness and openness (Wang and Zhu, 2011).
Nembhard and Edmondson (2006), in their model, categorized
the inclusive leadership scale into the dimensions of “invitation”
of the leader and “appreciation” of the followers. In the inclusive
leadership scale of Hollander (2013), “support-recognition,”
“communication-action-fairness,” and “self-interest-disrespect”
were included in the comprehensive evaluation. By considering
literature and empirical research, the concept of encouragement,
recognition, and inclusiveness is included in the advanced
practices of leadership. First, leaders are perceived to pay
value to the opinion of subordinates, expressively consider
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encouragement of employees, and recognize achievements of
employees. Second, leaders are supposed to deal with the
employees in fair manners. Accordingly, leaders may deal with
the employees in fair and just manners by respecting their
proposals and letting them to do more in order to gain more.
Finally, leaders are supposed to understand employees in rational
manners by tolerating their failures and mistakes. Leaders, on
mistakes, can understand employees rationally and tolerate them.

Employees’ Innovative Behavior
The innovative behavior concept began in the decade of
1970s. There are three levels of innovative behaviors, namely,
organization, team, and individual. Concerning this research,
the individual innovative behavior of organizational workers
is included in the examination. In addition, Amabile (1988a)
described innovation as the creativity of employees that can
be a valuable thought or action, which ultimately encourages
and enables entities to continue, flourish, and grow well in
the intensely competitive environment. Amabile et al. (2018)
added that the ideas produced by employees of innovation
might potentially be or have already been applied. Zhou and
George (2001) recommended that the innovative behavior of
an employee is not merely associated with the generation of
new ideas but also includes promotion and application of an
innovative idea. Woodman et al. (1993) believed that innovative
behavior comprises the process of producing innovative thoughts
and their effective application. Scott and Bruce (1994a) divided
innovation into three stages, i.e., recognizing problems and
finding solutions for problems, looking for backing for their
ideas, and establishing innovative principles that may be
communicated, mass-produced, and applied at an enormous
scope. Moreover, De Jong and Den Hartog (2010) divided
innovative behaviors of individual employees into five steps,
i.e., discovering opportunities, producing ideas, establishing
surveys, supporting, and implementing. In China, researchers
also initiated studies on this topic. Jiang et al. (2015) and
Yang (2011) explained innovative behavior of employees in
relation to the generation and application of innovative
and applicable mechanisms, while employees are undertaking
associated activities in the organization. Likewise, Li et al. (2017)
indicated that innovative behavior is concerned with the process
where employees highlight issues, provide innovative ideas, and
communicate and apply these innovative ideas in the whole
period of an enterprise. Based on the questionnaires developed
by Scott and Bruce, this research divides employees’ innovative
behavior into two dimensions, namely, “innovation outcomes”
and “innovative thinking.” Innovative outcomes refer to the
impacts of new idea application in organizational operations.
In contrast, innovative thinking is concerned with generating
innovative ideas by employees in the business process.

Hypotheses Development
Inclusive Leadership and Employee Innovation
Performance
Innovation performance of employees is incredibly significant
for an organization, and many factors influence it. From

those factors, researchers found that leadership style more
significantly decides the performance of an innovative team
(Eisenbeiss et al., 2008). Inclusive leadership style is shaped by
openness, tolerance, and support. The organizational support
concept states that inclusive leaders encourage employees
to practice positive behavior at the workplace in business
(Choi et al., 2015). Literature witnessed that where a leader
practices a more supportive attitude toward the employees’
innovation, they accomplish better innovative outcomes
(Madjar et al., 2011). In addition, the study found that the
inclusive style of leadership indirectly influences the innovative
performance of teams by acknowledging and promoting
suggestions of team members (Xiang et al., 2017; Yan et al.,
2020).

In contemporary organizations, developing an innovative
attitude is one of the most critical leadership functions (Zhu
et al., 2020). Leadership style is significantly concerned with the
innovative ability of the employees (Lee et al., 2011). Illustratively,
a leader who is confident with the employees can express
creative ideas more appropriately as an innovative attitude
(Pundt, 2015). Furthermore, leaders with the transformational
leadership style remain more successful in inspiring employees
to innovate by incorporating intelligence and encouragement
(Yang et al., 2020). Inclusive leadership style also has a positive
influence from the perspective of Chinese tradition similar to
other beneficial leadership styles. Innovation performance of
employees increases while they are getting more engagement
at higher positions because they consider that leaders are
acknowledging their performance (Alosani et al., 2021; Raoof
et al., 2021). Leaders’ support and encouragement also has
an impact on the innovative behavior of individuals. They
are more productive and innovative when they have backing
from their leaders (George and Zhou, 2007). Furthermore,
Javed et al. (2019a) added the concept of “fault-tolerant” in
inclusive leadership style in the Chinese context and concluded
its positive influence on employee’s self-efficacy of employees.
Additionally, Liu et al. (2017) determined the positive influence
of inclusive leadership positively concerning mental models
of teams where the reflection of teams plays the role of a
moderator. Liu et al. (2015) more comprehensively found a
positive and significant link between inclusive leadership and
the creativity of employees. Jin et al. (2017) recommended
that a higher degree of inclusiveness in employees’ minds has
more probability of performance improvement. Escribá-Carda
et al. (2017) theoretically defined inclusive leadership as a set of
positive behaviors of a leader that support team members and
develop the feel of belonging to team members by maintaining
their uniqueness within the group. Consequently, inclusive
leaders more positively perceive employees and tolerate their
failures that develop a sense of support and encouragement for
employees resulting in additional innovative ideas (Wang and
Rode, 2010). In the new era, generally, employees depict more
creative ideas but have opinions constructed with a traditional
leadership approach; this kind of inclusiveness comprises
inspiration, and tolerance is highly effective. Therefore, the
following hypotheses based on an extensive literature review are
proposed:
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Hypothesis 1: There is a significant association between
inclusive leadership and employees’ innovation performance
in the COVID-19 outbreak.

Hypothesis 2: There is a significant association between
inclusive leadership and employees’ innovation behavior in
the COVID-19 outbreak.

The Mediating Role of Employee Innovation Behavior
A series of activities included in the innovative behavior
comprises of generation of an idea, its promotion, and
recognition of innovative technologies, operations, methods, and
offerings (Janssen and Van Yperen, 2004; Yuan and Woodman,
2010). Innovation behavior of employees is more concerned
about the process of innovation instead of innovative results
or innovative products (Montag et al., 2012; Shin et al., 2017)
that is different from the perception of creativity (Shin et al.,
2017). This study developed a theoretical framework based on
the research by Shin et al. (2017) where they incorporated
literature on innovative behavior in general and considered
literature regarding creativity. In the past, numerous kinds of
leaderships are evaluated to assess their impact on the innovative
behavior of employees in business (Mumford et al., 2002).
In this way, Amabile (1988b) recommended that autonomy,
encouragement from managers, and organizational backing are
closely associated with the workers’ innovation. Concerning the
theory, inclusive leaders in multiple ways can influence the
innovative behavior of employees. Primarily, inclusive leaders
may strengthen employees to contribute to the innovative process
(Atwater and Carmeli, 2009). Moreover, Conger et al. (1997)
treated inclusion as a concept of intrinsic motivation and a
process that improves the internal perception of employees in
an organization. The higher degree of motivation results in
the greater involvement of employees in practicing innovative
attitudes (Shin and Zhou, 2003; Atwater and Carmeli, 2009).
After that, based on the story of organizational support (Shin
and Zhou, 2003), the working outcomes of employees depend
upon organizational support. In inclusive leadership, leaders
can provide resources of knowledge, time, and support that
are needed for an innovative attitude (Reiter-Palmon and
Illies, 2004). Hence, the inclusiveness of leaders is associated
with regarding and encouraging various opinions of different
members of the interacting team (Mitchell et al., 2015; Randel
et al., 2018). Where employees support their leaders, they feel
more independence and autonomy while practicing innovative
behavior (Foss et al., 2013).

In the same way, Boren (1994) asserted that inclusion is
primarily based upon the trust of employees. Furthermore,
Randel et al. (2018) determined that inclusive behavior of leaders
potentially supports employees in developing a perception of
belongingness where leaders support team members, they are
equally treated, and are included in making a decision. In
maintaining the uniqueness of employees, leaders encourage
diverse viewpoints by supporting members to contribute fully
inside an organization (Randel et al., 2018). In addition, inclusive
leaders may play the role of role models in innovative behavior
processes (Jaussi and Dionne, 2003). Carmeli et al. (2010b)

asserted that the inclusiveness of leaders has a positive impact
on the engagement of employees in the work of quality
improvement. Furthermore, Hirak et al. (2012) have the opinion
that those inclusive leaders establish a unique relationship that
is practiced through harmony and frankness in communication
and accessibility (Carmeli et al., 2010b). With the help of
appropriate inclusive behavior, such an environment is developed
by leaders where employees take greater responsibility (Borman
and Motowidlo, 1993), enjoy more autonomy while making a
decision, and have greater access to the feedback and information
combined with the encouragement and support (Arnold et al.,
2000). Participation of employees in innovative tasks is assisted
by openness and accessibility (Carmeli et al., 2010b). In literature,
innovative behavior is occasionally termed as “discretionary
behavior” (Janssen, 2000). An exceptional feature of inclusive
leadership is to reshape followers’ perceptions and enhance
their participation in innovative behavior (Randel et al., 2018).
Therefore, the following hypotheses based on organizational
support theory (Riggle et al., 2009) are proposed:

Hypothesis 3: There is a significant association between
employees’ innovation behavior and employee innovation
performance in the COVID-19 outbreak.

Hypothesis 4: Employees’ innovation behavior significantly
mediates the relationship between inclusive leadership and
employee innovation performance.

The Moderating Role of Psychological Empowerment
Team empowerment is concerned with the enhanced intrinsic
innovation toward a task established based on four dimensions
of employee regarding his or her work position that includes
the meaning, capability, self-determination, and outcome
(Spreitzer, 1995). Spreitzer (1995), based on the above definition,
recommended four dimensions of PE: purpose, capability, self-
determination, and outcome. First, meanings refer to the value
or importance that individuals practice toward their task while
performing it. Second, capacity or competence is concerned with
the qualification or ability that an employee needs to accomplish
the allocated task. Third, self-determination is the degree of
independence and autonomy that an employee perceives while
performing the task. Finally, outcome refers to the expectation
of employees that their accomplished task will contribute a
positive change in the objectives of their organization (Spreitzer
et al., 1997; Seibert et al., 2011; Jose and Mampilly, 2014). The
concept of empowerment is primarily based upon the idea of
decentralization, where the authority of decision-making is
entrusted to the employees at lower levels to achieve the best
results (Barton and Barton, 2011; Pardo-del-Val et al., 2012).
Hence, researchers in this study propose that PE has a mediating
role in the relationship of inclusive leadership and the innovative
performance of the employee.

Inclusive leaders employ numerous approaches for enhancing
the innovative performance of subordinates. Inclusive leadership
firstly focuses on the various integral principles of exclusivity and
belongingness that promote respect and the individual position
of an employee (Randel et al., 2018) and further develop meaning
for employees at work. In addition, individuals associated with
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inclusive leaders learn key competencies needed to perform
a task appropriately from the ongoing process of leadership
(Carmeli et al., 2010a; Choi, 2017; Shore et al., 2018; Zafar
et al., 2021). Moreover, leaders in inclusive leadership vest
independent authority to the individuals to decide activities of

TABLE 1 | Response from respondents.

Response Frequency/Rate

Total questionnaires distributed 300

Total questionnaires returned 231

Total useable questionnaires 213

Total questionnaires excluded 18

Total response rate after data entry 71%

FIGURE 1 | A two-step process of PLS path model assessment. Source:
Henseler et al. (2009).

their task with higher self-determination and confidence level
(Shore et al., 2018). In the end, with the accessibility attribute
of inclusive leadership, timely feedback is received by employees
(Carmeli et al., 2010b) that enables them to evaluate the impact
of their efforts on the performance. In the literature, some of
the studies recommend that inclusive leadership enhances the
performance of employees in an enterprise. Accordingly, Javed
et al. (2019a) found the association between inclusive leadership
and PE while testing a sample of cargo and information
technology (IT) employees in the context of Canada and
the United Kingdom correspondingly. Similarly, the results of
another study concluded that inclusive leadership promotes
the PE of employees and yields required results (Tuuli and
Rowlinson, 2009). A positive correlation between PE and the
performance of employees is found in the studies (Ke and
Zhang, 2008). Numerous researchers concluded that PE was
positively associated with the success of a task (Barrett et al., 2003;
Rowlinson and Cheung, 2008; Nauman et al., 2010; Tuuli et al.,
2015; Prihatiningsih, 2016; Hu et al., 2018). Therefore, following
hypothesis based on the above-debated literature is proposed.

Hypothesis 5: Psychological empowerment significantly
moderates the relationship of inclusive leadership with
employee innovation performance.

Research Methodology
Methodology for any research is selected based on the problem
of research or objectives of the research (Sabir et al., 2019) and
proper methods are obligatory for the preciseness of research
findings. The cross-sectional method with a quantitative research

FIGURE 2 | Measurement model assessment.
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approach was selected to investigate the problem of this research
study. A self-administrative questionnaire was used to collect
the data. The questionnaire technique for data collection is the
best because it makes it convenient to collect the data at a
reasonable cost and time (Sekaran and Bougie, 2003). This study
used multistage sampling process to collect the data.

The following service industries were selected, namely,
banking, real estate, healthcare, telecommunications, and
insurance. Then, 25 companies were selected from the above
sectors and the data were collected from the employees of
selected companies. Scales items for all variables of this study
(see Appendix-1) were adapted from previous studies. The nine
items for inclusive leadership were adapted from the study of
Choi et al. (2017), four-item scale for innovation performance
was adapted from the study by Mumtaz and Parahoo (2019),
and nine-item scale of employee innovation behavior was
adapted from Luthans et al. (2007). The 11 items of the PE scale
proposed by Spreitzer (1995) were employed in this study. This
study is conducted on the employees and supervisors of Saudi
manufacturing firms.

Sample Size
The study follows the instructions of Comrey and Lee (1992)
inferential statistics in the selection of sample size to collect the
data. Comrey and Lee (1992) argued that a sample size of less
than 50 respondents is a weaker sample, 100 is considered a
weak sample, 200 is assumed an adequate sample, and 300 is
assumed a good sample. Therefore, the current study chose a
sample size of 300 that is considered a good sample. Missing data
were treated by using the “pair-wise-deletion” and filling in the
missing value with estimation is the recommended option (Singh,
2007). Hair et al. (2013) recommended that the missing values
should be replaced with the mean value if these are less than 5%.
The missing value ranged from 0.80 to 2.13%; thus, these were
substituted by SPSS.

ANALYSIS AND RESULTS

The data were analyzed by using the statistical software, Smart
PLS 3. Two-step approach by Henseler et al. (2009) was applied
for the analysis of data. Table 1 shows the response rate and the
Figure 1 shows the two-step PLS-SEM process.

Measurement Model Assessment
Before testing the hypotheses of the study, measurement model
was assessed to confirm the discriminant and convergent
validities (Ringle et al., 2015). Convergent validity is assessed
from the values of Cronbach’s alpha, composite reliability, and
average variance extracted (AVE). The value of AVE should be
equal to or greater than 0.50 and the value of CR should be equal
to or above 0.60 to establish the convergent validity (Bagozzi
and Yi, 1988). The statistical results show that this study had
established convergent validity. The results of the measurement
model are shown in Figure 2 and Table 2.

According to the study by Fornell and Lacker (1981),
discriminant validity is confirmed if the value of square root of

TABLE 2 | Internal consistency, convergent validity, composite reliability, and AVE.

Construct Indicators Loadings Cronbach’s
alpha

Composite
reliability

AVE

Innovation
performance (IP)

IP1 0.864 0.808 0.873 0.635

IP2 0.863

IP3 0.770

IP4 0.675

Inclusive leadership
(IL)

IL1 0.736 0.905 0.922 0.568

IL2 0.797

IL3 0.818

IL4 0.777

IL5 0.673

IL6 0.701

IL7 0.774

IL8 0.777

IL9 0.719

Employees
innovation behavior
(EIB)

EIB1 0.734 0.930 0.942 0.643

EIB2 0.805

EIB3 0.850

EIB4 0.832

EIB5 0.770

EIB6 0.858

EIB7 0.813

EIB8 0.821

EIB9 0.719

Psychological
empowerment (PE)

PE1 0.655 0.905 0.920 0.512

PE2 0.809

PE3 0.792

PE4 0.643

PE5 0.627

PE6 0.633

PE7 0.708

PE8 0.666

PE9 0.736

PE10 0.770

PE11 0.800

Authors’ estimates based on survey data.

TABLE 3 | Fornell–Larcker criterion.

EIB IL IP PE

EIB 0.802

IL 0.561 0.754

IP 0.541 0.443 0.797

PE 0.614 0.631 0.699 0.716

Authors’ estimates based on survey data.

a particular variable of AVE is greater than the correlation of
that particular variable with other variables of the model. Table 3
represents the square root of AVE.
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TABLE 4 | Heterotrait-Monotrait ratio (HTMT).

EIB IL IP PE

EIB

IL 0.595

IP 0.603 0.502

PE 0.672 0.714 0.788

IP, innovation performance; IL, inclusive leadership; EIB, employees’ innovation
behavior; PE, psychological empowerment.

Heterotrait-Monotrait (HTMT) ratio is an alternative method
to examine the discriminant validity. According to the study
by Kline (2011), HTMT ratio should be less than 0.85 to
establish the discriminant validity. Table 4 summarizes the
value of HTMT ratios.

Structural Model Assessment
The PLS was used for SEM estimation and testing the hypotheses
of the study. The graphical representation of structural model
assessment is given in Figure 3. The bootstrapping procedure
was applied to test the effect and hypotheses of the study.
Findings of SEM presented in Table 5 show that the results
indicated that Inclusive Leadership has a significant and positive
effect on Innovation Performance (β = 0.266, t = 2.860); hence,
H1 is accepted. Furthermore, findings revealed that Inclusive
Leadership also has a significant and positive relationship
with Employees Innovation Behavior (β = 0.561, t = 9.660)
and H2 is accepted. Employees’ Innovation Behavior is also
significantly and positively related to Innovation Performance
and H3 is accepted. This study adopts the method developed

TABLE 5 | Structural model assessment.

Hypotheses Relationship Beta SD T statistics P-values

H1 IL→ IP 0.266 0.093 2.860 0.000

H2 IL→ EIB 0.561 0.058 9.660 0.000

H3 EIB→ IP 0.210 0.090 2.329 0.020

H4 IL→ EIB→IP 0.118 0.055 2.157 0.031

H5 IL × PE→ IP 0.189 0.066 2.864 0.004

Authors’ estimates based on survey data.

by Hayes (2009) to test the mediation effect and apply
the bootstrapping procedure of PLS-SEM. Results revealed
that Employees Innovation Behavior significantly and fully
mediates the relationship of Inclusive Leadership with Innovation
Performance (β = 0.118, t = 2.157) and H4 is accepted.
Results show that PE has a significant and positive effect
on the relationship of Inclusive Leadership with Innovation
Performance (β = 0.189, t = 2.864). Therefore, H5 is accepted on
the statistical ground.

DISCUSSION AND CONCLUSION

This study aimed to investigate the role of inclusive leadership
on innovation performance with a mediating role of employee
innovation behavior and a moderating role of PE. This
study found that inclusive leadership significantly affects
innovation performance, especially in the COVID-19 outbreak.
Employees feel more care and value when they perceive that
their leaders show more inclusiveness regarding their new

FIGURE 3 | Structural model assessment.
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processes, technologies, and ideas, and therefore, the innovation
performance of employees is positively affected. This result
is in line with organizational support theory and the
study of Qi et al. (2019). Furthermore, the results of this
study revealed that employees’ innovation behavior has
a significant mediation effect between the relationship of
inclusive leadership and innovation performance. Inclusive
leadership is a form of leadership that maintains a direct
relationship with the employees and allows them to take
part in decision-making that develops participative behavior
among employees. This creates IWB among employees
that ultimately boosts innovation performance (Choi et al.,
2017; Javed et al., 2019a). Results also depict that PE
significantly moderates the relationship of inclusive leadership
with innovation performance. PE enhances the effect of
inclusive leadership on innovation performance in many
ways. For example, inclusive leadership engages employees
in a creative and constructive discussion that enhances an
intellect of meaning at work and employees learn essential
capabilities of proficiently performing an assigned role (De
Hoogh and Den Hartog, 2008). This study contributes to
the body of literature on inclusive leadership in many
ways. The direct association between inclusive leadership
and innovation performance has already been recognized.
However, this study has investigated the indirect association
between inclusive leadership and innovation performance via
the mediation of employees’ innovation behavior, especially
in the era of the COVID-19 outbreak. Moreover, this
study makes a contribution by confirming the moderating
role of PE on the relationship of inclusive leadership with
innovation performance.

Theoretical Implications
This study address three unanswered questions of the
leadership literature by incorporating the Leadership-Member
Exchange theory. First, the association between IL and
innovative performance was evaluated and it was found that
IL significantly increases innovative performance that is a
new contribution toward the relevant stream of literature.
Second, mediating roles of employee innovation behavior
were examined in the association of IL and innovative
performance and found the significant mediating role of
employee innovation behavior in the framework. Third,
the moderating role of PE was examined concerning
IL and innovative performance. By using this approach,
new dimensions of thinking are highlighted in the
literature that is how IL is contributing more toward the
innovative performance.

Practical Implications
Practically, this research has numerous implications. Primarily,
organizations need to appoint managers who practice inclusive

behavior for innovative performance. In the contenders of
managers, judgment is possible based on IL attributes while
selecting managers. In addition, training managers is important
for promoting a culture of respect for all employees, praising
the role of each worker, and paying attention to the different
opinions of employees. Moreover, managers are required to act
as role models and they should share resources, power of decision
making, and should offer constructive and timely feedback for the
better psychologically empowered experience of the employees.
By providing training by keeping in view the above important
considerations of IL, firms can encourage IL in the managers who
ultimately will improve organizational performance.

Limitations
The present study has some limitations that are important to
consider before concluding. First, because of practical restrictions
in evolving a probabilistic sampling frame, this study used a
convenience sampling; due to this limitation, the representative
sample was adopted very carefully. Moreover, sample size
of the study is not too large and imposes a limitation on
the generalizability of the results. For these reasons, future
researchers are required to consider a larger sample size while
conducting these kinds of studies. In addition, only PE is
incorporated as a mediating variable in the association of IL and
innovative performance. In the future, researchers can consider
additional mediating variables while evaluating this association.
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APPENDIX

Appendix 1 | Measured items.

Variable Items Items in details

Inclusive leadership IL1 The manager is open to hearing new ideas

IL2 The manager is attentive to new opportunities to improve work processes

IL3 The manager is open to discussing the desired goals and new ways to achieve them

IL4 The manager is available for consultation on problems

IL5 The manager is an ongoing “presence” in this term-someone who is readily available

IL6 The manager is available for professional questions I would like to confirm with him/her

IL7 The manager is ready to listen to my requests

IL8 The manager encourages me to access him/her on emerging issues

IL9 The manager is accessible for discussing emerging problems

Employee innovation behavior EIB1 I search out new working methods and techniques

EIB2 I search out new instruments for working

EIB3 I generate original solutions for problems

EIB4 I make important organizational members enthusiastic for innovative ideas

EIB5 I transform innovative ideas into useful applications

EIB6 I introduce innovative ideas into the work environment in a systematic way

EIB7 I evaluate the utility of innovative ideas

EIB8 I perform a task by using innovative methods

EIB9 Applications of innovative ways problem solving give me pleasure

Innovation performance (IP) IP1 Coming up with new ideas

IP2 Working to implement new ideas

IP3 Finding improved ways to do things

IP4 Creating better processes and routines

Psychological empowerment (PE) PE1 The work I do is very important for me

PE2 I am self-assured about my capabilities to perform my work activities

PE3 The work I do is meaningful to me

PE4 I am confident about my ability to do my job

PE5 My job activities are personally meaningful to me

PE6 I have mastered the skills necessary for my job

PE7 Can decide on my own how to go about doing my work

PE8 I have considerable opportunity for independence and freedom in how I do my job

PE9 My impact on what happens in my department is large

PE10 I have a great deal of control over what happens in my department

PE11 Have significant influences on what happens in my department
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