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ABSTRACT 

This study aims to investigate the relationships between entrepreneurial leadership and innovation and the mediation 

effects on innovative work behavior. The survey data were based on a sample of 120 employees from 60 Moslem 

fashion industry sectors in Bandung-Indonesia and analyzed using structural equation modeling. The results of the 

analysis highlighted that entrepreneurial leadership which was implemented had a significant influence on firm 

innovation and this effect was mediated by innovative work behavior. The findings of this study suggested that first, 

entrepreneurial leadership had a significant impact on firm innovation. Second, innovative work behavior mediated 

the relations between entrepreneurial leadership and firm innovation. This research highlighted the effective role of 

promoting individual innovation behavior in management practices. Furthermore, commitment to the innovative work 

behavior of all company members needs to be nurtured, as this is the key to achieve long term sustainability and 

competitive advantage. 
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1. INTRODUCTION 

Innovation is a key success factor in a firm to 

achieve long-term sustainability and competitive 

advantage. However, for business, this is a challenge as 

well as an opportunity if it is responded by an 

entrepreneurial action [1, 2]. Therefore, the necessity of 

creating or improving products is the main strategy to 

survive and have competitiveness [3]. According to [4], 

innovation is a mandatory component of 

competitiveness that integrates products, new or 

improved processes, new marketing, and new 

organizational behavior in business practices. The 

innovation process through idea creation until 

implementation that comes from individuals and groups 

needs to be encouraged from social and psychological 

aspects so that it becomes an innovative behavior for 

each member of the company or organization [5]. As a 

result, many research are developing investigation on 

the way companies stimulate their employees to 

contribute to innovation [6-8]. 

Innovation has been known as the transformation of 

company-owned knowledge from individuals or groups 

into products and processes to be introduced to the 

market [9-11]. Several articles have studied the 

relationship between innovation and leadership which 

showed that leadership is a predictor of innovative 

behavior and innovation [12-14]. Reference [15] argue 

on their study that the ability of leaders to stimulate the 

behavior of their employees to innovate can overcome 

their rivals in a dynamic environment, as well as to 

create new or improved products, reflected in the new 

opportunities generated for competitive advantage [16].  

Although the scientific literature has analyzed the 

relationship between leadership and innovation, there is 

a growing need for an analysis of the relationship 

between entrepreneurial leadership and firm innovation 

mediated by individual innovative behavior. To fill this 

gap, the present study develops a research model that 

links entrepreneurial leadership, innovative work 

behavior, and innovation.  
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Many have examined the positive impact of the 

leadership style involved in organizational innovation 

[17-19]. However, no studies are investigating the 

mediating effect of innovative behavior on the 

relationship between entrepreneurial leadership and firm 

innovation. Furthermore, the creativity of an individual 

or group that collected be firm innovation comes from 

the motivation of a leader, so needs to be nurtured 

continuously to become a culture. Thus, work becomes 

a pleasant routine and allows for achieving goals. 

1.1 Entrepreneurial leadership (EL) and 

innovative work behavior (IB)  

Firm innovation is achieved through individual and 

group creativity [7]. Research conducted by [20] said 

that in high-tech industries, employee creativity and 

innovation did not emerge automatically, leaders must 

support and encourage them into the creative process. 

They concluded that employees who are involved in 

creativity and innovation are more suited to be led in a 

participatory and supportive style, while employees who 

are not focused on creativity are more suited to leaders 

who provide specific instructions about the regulations 

and procedures that must be followed to complete the 

given task. 

Facing high competition and uncertainty, the 

visionary role is crucial. Using ideas and creativity 

requires flexibility so that initiatives to create new 

opportunities continue to develop and produce new 

resources, technology, and work systems. For this 

reason, entrepreneurial leadership is needed because it is 

thought to stimulate people to develop ideas and 

creativity towards innovation. Entrepreneurial 

leadership is the ability to influence others by managing 

resources strategically, emphasizing behavior seeking 

opportunities and profits [21]. They also stated that 

entrepreneurs are people who like new ideas and can 

turn losses into profits. 

Employees want to develop ideas and creativity 

when they realize that innovation will benefit 

themselves, the organization, and the community. Thus, 

there is no resistance when the company implements 

changes in terms of products, processes, and work 

systems. Innovative behavior will become a culture 

when there are leaders who motivate intrinsically or 

extrinsically and facilitate their creative activities  [22].  

Because individuals ultimately are the ones who 

produce innovation, it is important to develop and 

encourage the innovative potential of employees 

through entrepreneurial leadership that is in line with 

business activities [23]. Considering the arguments 

presented, the following hypotheses are constructed: 

H1.  Entrepreneurial leadership has a positive effect 

on innovative work behavior.  

1.2 Entrepreneurial leadership (EL) and firm 

innovation (FI) 

Although some empirical studies show how 

entrepreneurial leadership influences sustainable growth 

and value creation [24], empirical evidence showed a 

positive correlation between these variables [25,  26].  

His role is believed to be an innovator because it 

promotes activities that create or improve company 

products and processes [27]. Several scientific studies 

have analyzed the positive relationship between 

entrepreneurial leadership and innovation [28, 29]. As 

such, EL will be emphasized as an intangible and 

invaluable, unique, and difficult to imitate resource that 

enables organizations to achieve sustainable competitive 

advantage [30]. A study conducted by [31] involving a 

sample of 384 SME owners and CEOs in Kuwait 

empirically showed that EL had a positive influence on 

a company's innovation ability. Specifically, a company 

that had a leader with entrepreneurial ability had high 

potential to design effective and innovative processes, 

because of its visionary abilities and his ability to 

communicate shared values, connect ideas, generate 

new knowledge, and benefit from innovation. Therefore, 

the following hypotheses are proposed: 

H2. Entrepreneurial leadership has a positive effect 

on firm innovation. 

1.2 The mediating role of innovative work 

behavior  

Innovative work behavior (IB) often requires 

constant intrinsic and extrinsic motivation from the 

company. This is risky if followers perceive change 

only as modest and tend to maintain the status quo. 

Innovative behavior aimed at carrying out business 

strategies will succeed in producing innovation, as 

emphasized by the literature [6, 32, 33]. Entrepreneurial 

leadership style can help companies to create useful 

innovations by involving people as resources with 

knowledge and ideas. Ability and behavior change into 

innovative culture can complement each other to face 

competition and improve innovation performance. 

Furthermore, innovative behavior often increases self-

confidence [34] and commitment [35], thereby 

generating more benefits for the company. Innovative 

work behavior can also increase productivity and 

business performance which can produce competitive 

advantages in the company [36].   

Furthermore, EL style encourages and empowers 

innovative behaviors of followers so that entrepreneurial 

activities produce new products or processes that are 

more valuable and beneficial to individuals, 

organizations, and society. The impact of EL on 

organizations is undeniable, and empirical studies in the 

scientific literature illustrate the positive effects of these 
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variables on IB and firm innovation. Therefore, the 

following hypothesis is proposed: 

H3. Innovative work behavior mediates the 

relationship between entrepreneurial leadership and firm 

innovation. 

2. METHODS 

The survey data were collected in a Moslem fashion 

industry sectors in Bandung-Indonesia employing a 

quantitative approach and analyzed using structural 

equation model.  

2.1 Sample  

The study population included SMEs belonging to 

the Moslem fashion industry sector in Bandung-

Indonesia. This city is a creative economy icon and is a 

center for Moslem fashion in Indonesia [37]. In general, 

the fashion industry was the second largest contributor 

to GDP, namely 18.15%, and the largest creative 

industry export activities came from the province of 

West Java at 33.56% [38]. Companies in the Moslem 

fashion sector need EL to explore the company's 

resources and capital to innovate constantly because the 

fashion world is facing rapid change and keeping pace 

with the seasons [39]. 

Data collection from July to December 2019 was 

conducted to test the hypothesis empirically. 

Respondents were employees of 60 Moslem fashion 

industries and the average has been running for at least 

5 years. The steps are, first, each HR owner/manager 

was contacted and asked to choose 2 employees who 

met one or more criteria, such as have the highest 

education, perform well, or the best than the others. 

Second, two questionnaires were sent for each 

owner/manager to be filled in by employees selected at 

work. In total, 120 completed questionnaires were 

received to be analyzed in the study. 

2.2 Measurement 

The questionnaire to measure EL, IB, and FI was 

developed based on previous literature. The 

questionnaire was adjusted to the understanding of the 

employees. All of the measures were rated on a five-

point Likert type scale, and response options range from 

1, “strongly disagree,” to 5, “strongly agree”. 

2.2.1 Entrepreneurial leadership. 

The ability to influence and direct the performance 

of group members to achieve organizational goals by 

recognizing and utilizing entrepreneurial opportunities, 

developed by [40], using four dimensions: visionary, 

opportunity seeking, proactivity, and risk-taking 

propensity with eight-item scale is used to measure it 

[31]. 

2.2.2 Innovation behavior. 

Individual behavior is directed to initiate in the 

work, group, and organizational roles of new ideas, 

processes, procedures, and new products [41]. Consists 

of four dimensions of idea exploration, idea generation, 

idea championing, and idea implementation were 

drawing by [42] with a six-item scale developed by [43] 

used to measure innovation behavior.  

2.2.3 Firm innovation. 

Organizational capacity to improve existing products 

and/or processes, and the capacity to utilize 

organizational creativity resources [44].  Using two 

dimensions namely product innovation and process 

innovation developed by [45] with a scale of eight items 

to measure it. 

3. RESULTS AND DISCUSSION 

SPSS 23.0 and Amos software were used to apply 

statistical analysis. 

3.1 Construct validity and reliability analysis  

The loading factors of all constructs were involved 

in this study. Experts recommend that a factor loading 

value > 0.50 is the minimum level for loading items on 

a given scale [46].  Based on the result of standardized 

regression weights, all loading ranges from 0.79 to 0.96, 

indicating that the construct validity of the scale is 

supported. Besides, a reliability analysis was also 

conducted to check whether the questionnaire items 

match with the intentions of this study. The Cronbach α 

value must be at least equal to 0.5 and preferably greater 

than 0.7 [47]. The reliability analysis results showed 

that the Cronbach's α values for EL 0.965, IB 0.929, and 

FI 0.974, indicating a high level of internal consistency 

of the scale. 

3.2 Convergent and discriminant validity 

analysis 

Confirmatory factor analysis was conducted to 

analyze the convergent and discriminant validity of all 

constructs by applying the SEM. Two- factor model in 

which EL, IB, and FI were included.  The overall 

model’s 2, the comparative fit index/CFI; [48], the 

Tucker-Lewis index/TLI [49], and the root mean square 

error of approximation/RMSEA; [50] were used to 

assess the model fit. Based on Table 1, generally 

speaking, a value over 0.90 for CFI and TLI and a value 

below 0.08 for RMSEA indicated a good fit between the 

proposed model and the observed data [51]. As can be 
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observed, all absolute match sizes analyzed are in the 

appropriate intervals.  

Table 1. Results of confirmatory factor analysis for the 

measures of the variable studied 

Model x2 df RMSEA CFI TLI 

1-factor  

3-factor* 

167.345 

285.291 

103 

117 

0.072 

0.057 

0.974 

0.976 

0.970 

0.973 

Notes: n = 120. *Entrepreneurial leadership and  innovative work 

behavior combined. 

Table 1 illustrates the results of the comparison of 

the different models and shows that the 3-factor model 

is better than the 1-factor model. Referring to the 

results, the proposed constructs are applied in the next 

analysis. 

3.3 Hypothesis testing 

To analyze the mediating effect of innovative work 

behavior on the relationship between EL and FI (H3), a 

competing model analysis was performed [54] using 

two different models for each firm innovation. The first 

model examined the same relationship with innovative 

work behavior acting as mediators (Figure 1). The 

second model examined the direct relationship between 

EL and FI (Figure 2). The mediating effect of 

innovative work behavior on the relationship between 

EL and FI is said to be supported when: 

 the first model explains more of the variance of 

firm innovation than the second model; 

 there is a significant relation between EL and IB, 

and IB and FI; and 

 a significant relationship between EL and FI (as 

observed in Figure 2) is greatly diminished or 

eliminated in the first model. 

Figure 1 shows each pathway, indicating the 

hypothesis associated with it as well as estimated path 

coefficients and the t-values in parentheses (t-values of 

path coefficients greater than 1.96 are significant at p  

0.05; t-values of path coefficients greater than 2.58 are 

significant at p  0.01) [52]. It can be seen that 

entrepreneurial leadership has a positive and highly 

significant effect (p  0.01) on both innovative work 

behavior and firm innovation.  Therefore, H1 and H2 

are supported. 

In Figure 2, it can be seen that the first model 

provides a better explanation of firm innovation than the 

second (R2=62 VS R2=36). Furthermore, there is a 

significant relationship between EL, IB, and FI in the 

full mediation model. Finally, there is a significant 

relationship between entrepreneurial leadership and 

innovation for the second model ( = 0.6, t = 9.09), but 

this relationship decreases in the first model ( = 0.17, t 

= 2.38).  This means innovative work behavior plays a 

partial mediatory role in the relation between EL and FI. 

That means H3 is supported. 

This research revealed that innovative work 

behavior mediates the relationship between EL and FI. 

There was an attempt to develop a full understanding of 

the role of leadership and innovative behavior from his 

follower in creating the innovation of organizations. In 

response to the research question, first, the empirical 

results show that leadership and innovative work 

behavior stimulate the innovation of the Moslem fashion 

industry. From the theoretical perspective, the results 

show that this leadership style is effective for increasing 

organizations’ innovation. This finding is in line with 

previous studies that have shown entrepreneurial 

leadership and innovative behavior as an effort to create 

betters innovations, more beneficial to the company [14, 

29]. This study also shows that IB mediates the 

relationship between EL and FI. When organizations 

possess leaders that facilitating his followers to promote 

their idea and creativity to be implemented and 

commercially, they encourage an innovative culture that 

stimulates the company's innovation performance. 

 

 

 

 

 

 

Note:  Significant at: *p  0.05 and **p  0.01 

Figure 1. Structural mediation model 

 

 

 

Note:  Significant at: *p  0.05 

Figure 2. Direct structural model 

 

4. CONCLUSIONS 

In this study, we show that entrepreneurial leader-

ship and innovative work behavior are antecedents of 

firm innovation. Our results also indicate that an 

entrepreneurial leadership style may be necessary for 

the success of innovative performance. Several reasons 

for innovation become important and maybe a key to 

creating a competitive advantage for fashion products. 

First, fashion products are influenced by fashion trends, 

seasonal, weather conditions, advertising, and 

0.6** (t = 

9.09) 
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H2 

Firm 

innovation 
R2 = 0.36 

H1 H3 
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0.17 (t = 2.38) Firm 
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Entrepreneuri

al leadership 

0.82** (t = 15.64) 

R2 = 0.67 
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marketing. Therefore, the products need to adjust 

consumer demand, needs, and lifestyles when producing 

in large or limited quantities. Second, product life cycles 

are short and easily imitated by competitors. So they 

need to predict demand to avoid idle products because 

they are out of fashion or not following the trend 

anymore. However, fashion products will get loyal 

consumers and are willing to pay more, when they feel 

there is added value or feel their social status goes up 

when wearing clothes with certain brands. For those 

reasons, organizations need to facilitate and develop 

ideas and creativity to generate better entrepreneurial 

results. They should also identify the barriers that 

impede employees to be creative and even refuse to do 

anything new and attempt to eliminate them. Moreover, 

managers should improve employee’s intrinsic and 

extrinsic motivate, such as give rewards in the form of 

incentives for employees who have succeeded in 

creating useful and profitable innovations, cultivating an 

atmosphere of fairness, transparency, and kinship. 
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