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Abstract. Based on social exchange theory, this research introduced a model to understand factors that contribute towards
inclusive leadership (IL) and its effect on innovative work behavior (IWB) with employee engagement (EE) as a mediator.
Although the connection between IL and IWB is previously established. However, few studies have tested the potential me-
diation effect of EE particularly in the IT sector. Therefore, this investigation provides new insights as to how IL stimulates
the innovation through the meditating impact of EE. Data collected through questionnaire were then analyzed through
structural equation modeling. 116 participants have provided the data for this study. We found a positive association of IL
with IWB, while the mediating effect of EE was also empirically established. This study is novel because it explained how
IL can persuade their subordinates to exhibit positive behavioral outcome (i.e. IWB). Furthermore, the current study also
might help the policymakers to devise effective leadership training programs so that their managers may adopt IL style and

make the employees more engaged and innovative.
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Introduction

Today’s era of intense competition has made it essential for
organizations to stay competitive and innovative as com-
pared to their rival firms. This can be achieved through
an engaged and innovative workforce. Organizational
innovation highly depends on the employees” innovative
work behavior (IWB) and it provides a competitive ad-
vantage to the firms (Mansoor et al., 2020). Employees’
IWB includes development, promotion, and implementa-
tion of novel ideas (Janssen, 2000). IWB is an extra role
behavior of employees that is practiced in the turbulent
business environment. Therefore, new challenges can be
effectively met in a dynamic environment (Scott & Bruce,
1998). Agarwal (2014) found that the organizations are
very much inclined to discover antecedents of employees’
IWB. Scholars have highlighted multiple antecedents of
IWB at organizational levels. It was discovered that the
organizational innovation can only be achieved through
the inclusion of innovative workers.

Leadership is perceived to be among the most piv-
otal factor in the stimulation of creativity and innovative

behavior within the organizations (Khan et al., 2020).
IWB requires considerable support from the leadership
due to its complex nature. Moreover, it is a non-routine
behavior of employees in which they usually avoid tradi-
tional thinking (Kessel et al., 2012). Leadership is a key
variable that can hinder or enhance IWB (Hughes et al,,
2018). The inclusive leadership (IL) ensures accessibility,
openness and availability for their workers (Carmeli et al.,
2010). Furthermore, inclusive leaders involve the people
in decision making and provide them with the opportu-
nities to think and implement creative ideas without the
fear of consequences (Mansoor et al., 2020). Therefore, the
current study explores how IL promotes employees’ IWB,
especially in the Pakistani IT sector.

Drawing upon Social Exchange Theory, the current re-
search tries to explore the reciprocal relationship of work-
ers and their inclusive leaders. Different scholars have ar-
gued that the leaders persuade their followers by making
them more engaged in the workplace (Azim et al., 2019).
On the other hand, Al-Ajlouni (2020) found that employ-
ee engagement (EE) plays its role in making the workers
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more innovative. EE is considered a critical success factor
particularly in the service sector organizations, because
engaged staff can better serve the needs of the customers
(Nazir & Islam, 2017). Recently, researchers have identi-
fied the need to further explore the possible impact of EE
on leadership-innovation relationship (Karatepe & Olug-
bade, 2016). Therefore, the current investigation posits
that the EE can possibly mediate the association of IL and
IWB. This study has two research questions.

RQI: How does IL promote the innovation among their
employees?

RQ2: Does EE mediate the relationship of IL and IWB?

To contribute to the existing literature, this study pro-
vides useful insights regarding how IL promotes employ-
ees’ IWB. It tries to unearth which practices and measures
are required to persuade the employees so that they can
make the firm successful through innovative ideas. Addi-
tionally, this investigation explains how a leader can stim-
ulate innovation among their workforce. Besides, this re-
search has also explored the mediation effect of EE, which
enriches leadership literature by identifying the IL as an
antecedent of EE. Lastly, drawing upon social exchange
theory, this investigation tries to explore the role played
by IL in the promotion of IWB through the development
of EE. This will further enhance the understanding of poli-
cymakers regarding the suitable leadership style required
to stimulate employees’ IWB.

1. Review of literature and development of
hypotheses

1.1. Inclusive leadership and innovative work
behavior

In today’s business world, stimulation of innovative be-
havior is considered as the most important function of
the leadership (Amin et al., 2018; Hakimian et al., 2016).
IL is vital to create a climate for innovation within the
organizations, which ultimately promotes IWB of work-
ers (Ashikali et al., 2020). The leader, who follows the
inclusion approach, would engage their followers in the
goal development process. Additionally, inclusive leaders
would also ensure the availability of all the resources re-
quired to achieve the firm’s objectives (Khan et al., 2020).
Agarwal (2014) identified the important role played by IL
in making the employees innovative and creative. The in-
clusion of employees in the key decision making enhances
their ability to perform.

Hollander (2012) explained that IL encourages its fol-
lowers to become risk-takers, as this would lead towards
the implementation of novel ideas. As a result, employ-
ees present and implement their ideas without the fear of
consequences. Javed et al. (2017) conducted research in
the Pakistani textile industry and found that the IL sig-
nificantly promotes IWB. Similarly, Mansoor et al. (2020)
identified that the culture of inclusion created by the
inclusive leaders stimulates the employees’ innovation.
Therefore, this research posits the following hypothesis:

Hypothesis 1: IL positively influences the employees’
IWB.

1.2. Inclusive leadership and employee engagement

Recently, EE has gained a lot of attention from practi-
tioners and academicians (Chen et al., 2020; Zheng et al.,
2020). Several organizational outcomes depend largely
on the EE (Bakker & Albrecht, 2018); hence, this became
the primary reason for continued interest from various
scholars. Therefore, organizations are striving to develop
and retain engaged workers so that they could help the
organizations to gain success in the turbulent business
environment. Moreover, IL offers a encouraging work en-
vironment that develops extra role behavior such as EE
(Choi et al., 2015). Wang et al. (2019) conducted a study
on Chinese nurses and found that the IL positively pro-
motes their level of engagement with the work. Similarly,
Cenkci et al. (2020) found that the workers’ engagement
depends largely on the inclusiveness and fair dealing of
organizational leaders. Based on these arguments, we posit
the hypothesis as under:
Hypothesis 2: IL positively influences the EE.

1.3. Employees’ IWB and employee engagement

The full commitment of the workers to perform their job
tasks refers to the EE. Therefore, EE is directly associated
with the job commitment. Likewise, it was empirically
established that the empowered employees become more
engaged with their work, as workers perceive that they are
trusted by their top management. This positive percep-
tion makes the workers more loyal and committed to the
firms. Resultantly, they are much more inclined to stick
with the company and keep doing better. Furthermore,
it was also found that the EE becomes an antecedent of
IWB (L. Miller & A. E. Miller, 2020). Similarly, a study
conducted by Al-Ajlouni (2020) found that the employees
exhibit IWB when they were more engaged with their job.
So, this research posits the following hypothesis:

Hypothesis 3: EE positively influences the employees’
IWB.

1.4. Mediating effect of employee engagement

IL shows accessibility to their followers to make them
more engaged in decision making and goal setting. Inclu-
sive leaders not only involve the workers in decision mak-
ing, but they also appreciate the input received from them.
Nembhard and Edmondson (2006, p. 948) mentioned this
as “their voices are generally valued”. The positive per-
ception created through IL would certainly enhance the
commitment level of individuals. Carmeli et al. (2010)
categorized IL as one type of relational leadership. Like
other relational leadership styles, IL also promotes positive
behavior among the workforce.

Lisbona et al. (2018) suggested that the engaged
employees demonstrate a higher performance level as
compare to those who have less commitment to the
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organization. Likewise, Choi et al. (2015) mentioned that
IL generates positive organizational outcomes such as
higher performance, EE, and innovation. It was suggested
by Lisbona et al. (2018) to further examine the impact of
EE as to how it influences the employees’ IWB. Hence, this
investigation posits the hypothesis:

Hypothesis 4: The interlinkage of IL and employees’
IWB is mediated through EE.

The following theoretical model (Figure 1) is proposed
to check the relationship between IL, IWB, and EE.

Employee engagement

Inclusive leadership Innovative work behavior

Figure 1. Research model

2. Methodology of research

2.1. Sampling and data collection

The current investigation has obtained the data from the
workers of Pakistani IT firms through the application of
cross-sectional research design. These firms are selected
due to hyper-competition and complex business envi-
ronment prevailing in the IT industry, which has made
it essential for the organizations to direct their attention
towards employees’ IWB (Javed et al., 2019).

In order to select the participants, the lead author con-
tacted ten IT firms and explained the purpose and impor-
tance of the study. Three firms were agreed to provide data
for the research. Therefore, all the questionnaires were sent
through online mode because IT professionals may find it
more convenient due to their continuous internet usage.
Additionally, the COVID-19 pandemic situation made it

Table 1. Demographics

Frequency %
Gender
Male 84 72.41
Female 32 27.59
Total 116
Age
Below 35 54 46.55
35-45 39 33.62
Above 46 23 19.83
Total 116
Education
Bachelors 32 27.59
Masters 84 72.41
Total 116
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more feasible to collect the data online. 150 questionnaires
were sent on the official email addresses provided by the
human resource department. Finally, 116 responses were
included in the data analysis, and 34 responses were re-
jected due to the incomplete responses. Table 1 provides
details regarding the sample.

2.2. Measures

We adopted standardized questionnaires for the data col-
lection purpose. Unless otherwise stipulated, a five-point
Likert scale was used to measure the dimensions. Employ-
ees perception of IL was assessed through the scale devel-
oped by Carmeli et al. (2010). This scale has comprised of
nine items. The value of Cronbach alpha was 0.87. This
scale identifies the perception of employees as to what ex-
tent they think their managers are exhibiting IL behavior.

IWB was measured through the 9 item scale of Janssen
(2000). The value of Cronbach alpha was 0.83. This scale
was also used by Mansoor et al. (2020) in his study. For
measuring EE, we used the scale developed by Schaufeli
et al. (2006). The responses were obtained through the 7
point Likert scale ranging from “Never = 0” to “Always =
62 The Cronbach alpha was 0.81. Through this scale, the
researchers have tried to guage the level of engagement
within the employees.

3. Results

This investigation has used the structural equation mod-
eling technique through SmartPLS version 3 for testing
the proposed hypotheses. Due to its predictive nature,
SmartPLS was used in this study (Hair et al., 2017). It also
provides more reliable results even when the sample size
is small (Henseler et al., 2015).

3.1. Measurement model

Table 2 presents Cronbach alpha values, which depict
the reliability of the instruments. The values of Cronbach
alpha ranged from 0.84 to 0.90; therefore, it satisfies the
desired level of >0.70 as per recommendation of Fornell
and Larcker (1981). The values of AVE and Composite
reliability have also fulfilled the criteria set by Fornell and
Larcker (1981). Thus, we established the composite reli-
ability and convergent validity of the scales.

Table 2. Composite reliability and convergent validity

Cronbach’s Alpha CR AVE
IL 0.87 0.79 0.59
IWB 0.84 0.74 0.62
EE 0.90 0.83 0.67

Note: IL = inclusive leadership; IWB = innovative work behavior;
EE = employee engagement.

Following Henseler et al. (2015) recommendations,
values of the Heterotraite-Monotrait ratio of correlation
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(HTMT) were used to determine the discriminant valid-
ity of measurement scale. Kline (2015) proposed that the
HTMT value should be < 0.85 for establishing the dis-
criminant validity. Table 3 presents the values of HTMT
which are well below the recommended value of less than
0.85. Thus, it confirms the discriminant validity of the
scale.

Table 3. Heterotrait-Monotrait ratio of correlation (HTMT)

Variables Values of HTMT
IL 0.53
IWB 0.61
EE 0.55

Note: IL = inclusive leadership; IWB = innovative work behavior;
EE = employee engagement.

From the below presented table (Table 4), it can be
seen that values of factor loadings are above .70 which

establishes convergent validity.

Table 4. Factor loadings

Construct | Loadings
Inclusive Leadership (IL)
IL1 0.729
IL2 0.744
IL 3 0.763
IL 4 0.712
IL 5 0.722
IL 6 0.804
IL 7 0.814
IL 8 0.835
IL 9 0.737
IWB
IWB 1 0.711
IWB 2 0.792
IWB 3 0.707
IWB 4 0.839
IWB 5 0.708
IWB 6 0.756
IWB 7 0.820
IWB8 0.741
IWB 9 0.866
Employee Engagement (EE)
EE 1 0.914
EE 2 0.900
EE 3 0.913
EE 4 0.694
EE5 0.878
EE6 0.852
EE 7 0.746
EE 8 0.802
EE9 0.791

3.2. Structural model

The bootstrapping procedure was applied to examine
the hypothesized theoretical model. Firstly, we test the
impact of inclusive leadership on innovative work be-
havior and employee engagement. Results revealed that
inclusive leadership significantly and positively impacts
the IWB and EE; therefore, both hypothesis 1 (IL posi-
tively influences the employees’ IWB) and hypothesis 2 (IL
positively influences employee engagement) are accepted.
Furthermore, the interlinkage between EE and IWB was
also found significantly related. Hence, hypothesis 3 (Em-
ployee engagement positively affects the employees’ IWB)
was also supported. The mediation effect was tested by fol-
lowing the procedure suggested by Nitzl et al. (2016). The
indirect impact of inclusive leadership on employees’ IWB
through EE is significant and positive, but it is reduced in
size (Table 5). Therefore, it shows that the EE has partially
mediated the association between IWB and IL. Through
this, the hypothesis 4 (i.e. The association of IL and IWB
is mediated by EE) was also supported.

Table 5. Testing of hypotheses

Relationship Beta value T value P-value
IL -> IWB 0.54 5.35 0.00
IL -> EE 0.49 4.90 0.00
EE -> IWB 0.52 5.03 0.00
IL-> EE -> IWB 0.39 4.52 0.00

Note: IL = inclusive leadership; IWB = innovative work behavior;
EE = employee engagement.

Discussion and conclusions

This investigation aimed to highlight the impact of IL on
employees’ IWB with the intervening role of EE. All the
hypothesized relationships were supported in our study.
It was found that the IL promotes IWB among employees
and EE mediates this relationship.

The positive association between IL and employees’
IWB stresses the need for an inclusive organizational cul-
ture for the promotion of innovation. Inclusive leaders
involve their subordinates in decision making and keep
them abreast of full knowledge related to the organiza-
tional goals. As a result, employees come up with the
innovative thoughts without the fear of negative conse-
quences. Moreover, IL makes people more confident and
they can freely implement their creative ideas. This result
also matches with other studies (e.g. Ashikali et al., 2020;
Mansoor et al., 2020).

This investigation has also revealed that IL affects the
behavior of employees through the intervening role of
EE. The mediating role of EE depicts that the employees
feel obligated towards their organizations because of the
inclusive behavior shown by its leaders. Inclusive leaders
promote a culture of cooperation which makes the people
more involved with their tasks and organization. Therefore,
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it makes sense that the engaged employees would exhibit
positive behavioral outcomes in the form of IWB. Al-
though it is empirically established that the IL positively
influences multiple behavioral outcomes; however, schol-
ars (e.g. Younas et al., 2020; Zeng et al., 2020) stressed
the need to further explore this relationship through the
inclusion of different meditating variables. Hence, this re-
search has responded to the call for research from various
scholars and analyzed the mediating role of EE.

This study found that the IL significantly influences
employees’ IWB and the mediation impact of EE on the
IL-IWB relationship was also established. This research
has offered valuable insights to the managers of the IT
industry in specific and other related industries in gen-
eral. The exhibition of IL style would enable the firms to
become more innovative and competent. Organizational
success depends largely on the innovative capabilities of
its workers. Therefore, this investigation has identified a
suitable leadership style i.e. IL, which may stimulate in-
novation among their staff. Thus, this research offers both
theoretical and practical contributions.

Theoretical implications

The current investigation has contributed to the literature
of leadership by identifying the role of EE as an interven-
ing variable. Although the effect of IL on employees’ IWB
is previously established; however, the mediating effect of
EE makes it more clear as to how IL stimulates innovation
among the workers. Additionally, our research has estab-
lished the direct association between EE and IL. Therefore,
it enhances the understanding of IL style and presents a
new perspective to look into this relational leadership style
(Uhl-Bien, 2006). Furthermore, this research has estab-
lished the mediation effect of EE in the IL-TWB relation-
ship. This result may direct the attention of other scholars
towards the testing of EE as a potential intervening vari-
able in the association between IL and other outcomes re-
lated with the firm. Finally, this is one of the pioneering
study which has explored the relationship of EE, IL, and
IWB specifically in the Pakistani IT sector.

Managerial implications

Hyper-competition has increased the need for the adop-
tion of innovative practices to remain competitive. Lead-
ership encourages employees to become more innovative
(Ashikali et al., 2020). Therefore, this research provides
several practical implications for the organizational poli-
cymakers. First, the managers should demonstrate acces-
sibility to hear the issues faced by the workers. Managers
should also make all necessary resources available for the
individuals so that the workers could implement their
novel ideas. Additionally, this research has revealed that
the employees would exhibit IWB when they are encour-
aged through the IL style. Hence, it is recommended for
the supervisors to adopt the necessary elements of IL (i.e.
accessibility, openness, and availability).
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Secondly, the outcome of this study emphasizes the
effective management of human resources, specifically
related to the IT industry. This industry requires those
workers who possess intensive technical knowledge and
potential for coming up with creative ideas. Therefore,
this research provides useful insights to conceptualize
the effective way of leading those individuals through the
concept of IL. Leaders exhibiting IL style would promote
a conducive environment in which people can share and
implement the creative solutions without the fear of con-
sequences.

Thirdly, we recommend that the top management
should promote those IT managers who exhibit IL style.
Furthermore, training programs should be initiated to
make the managers familiar with IL style. Lastly, this study
has highlighted the role of EE as an important predictor
of positive behavioral outcomes. Therefore, organizational
policymakers must adopt measures to increase the level of
EE. To do so, supervisors should cultivate an environment
of openness and make themselves accessible whenever
the need for consultation emerge among the employees.
In this manner, personnel would perceive that they are
important and valued for the organization and this will
consequently increase their engagement level.

Limitations of research and directions

Despite of its contribution, this research also has some po-
tential limitations which would become future directions
for other researchers. Our study has collected data from
one source i.e. employees. Thus, future studies should col-
lect data from both the managers and employees. Moreo-
ver, this research was conducted with small sample size
due to the impact of COVID-19 pandemic. Therefore, fu-
ture research should test this model in a bigger sample size
in order to generalize the outcome of their investigation.
In addition, intrinsic motivation can also be used as a me-
diator in the future studies. Lastly, there is a need to test
this model across different cultures and industries, as the
current study was conducted in the Pakistani IT industry.
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