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G W N e

Abstract: The cut-throat situation of competitiveness in almost every business sector, followed
by globalization, shortened product life cycles, and rapid technological changes have raised the
importance of innovation to overrun the rivals. Scholars have established that appropriate leadership
style is a key enabler for organizational success. However, it is not clear in existing literature how the
concept of authentic leadership is related to innovative work behavior (IWB). Likewise, the role of
corporate social responsibility (CSR) to induce IWB is also vague in current literature. Thus, the basic
purpose of the current study was to test the relationship of CSR and IWB with the mediating effect of
authentic leadership. The proposed model was tested in the small and medium-sized enterprises
(SMEs) sector of China. The data were collected through a questionnaire that was distributed among
different respondents of the current survey. The data were obtained from a dyad of supervisor
and subordinate serving in different SMEs in Wuhan city of China. The study used the structural
equation modeling (SEM) technique to validate different hypotheses. The empirical results confirm
that CSR positively relates to IWB while authentic leadership partially mediates this relationship. The
findings of the current survey will be helpful for policymakers to recognize employees as a source of
innovation through CSR and authentic leadership.

Keywords: corporate social responsibility; SME; authentic leadership; sustainability; innovative
work behavior

1. Introduction

The contemporary corporate world is not without cases of wrongdoing and creed-
based behavior. Not all leaders are great, and acknowledgment of this fact can generally be
the very first step toward improved corporate direction for a better leadership style [1]. To
be able to lead, corporate leaders and contemporary scholars have turned to the notion of
authentic leadership [2]. Authentic leadership is a leadership philosophy that considers
that real leadership is grounded on values and may direct people toward the greater
good [3]. A true leadership model such as authentic leadership will ensure that moral and
ethical standards are at their best in an organization [4]. Since this model of leadership
promotes morality at all levels of an organization, a stable ethical image of the organization
among employees is developed [5]. Authentic leaders do not focus on self-gain as they
want the business to succeed and thrive, together with the subordinates [6]. Perhaps this is
the reason that contemporary researchers and policymakers have shown a greater interest
to explore more and more about authentic leadership than ever before [7-10].

Globalization has brought different challenges along with opportunities for contem-
porary businesses. These challenges include a stiff competitive environment, shortened
product life cycles, and a volatile business environment [11]. This is why there is a great
concern shown by academicians and practitioners to increase the innovation capability
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of a business to survive in this volatile business environment [12]. Thus the innovation
capability of an organization is a critical element for long-term business success. Employees
are considered as one of the strategic enablers for innovation [13,14]. Researchers have
long explored different factors that urge employees to engage in IWB, for instance, the rela-
tionship of knowledge sharing and IWB [15,16], organizational climate, and IWB [17,18],
absorptive capacity and IWB [15], leadership and IWB [19-21], etc. However, there is
common consent among contemporary scholars that the style of leadership is one of the
most cited factors that encourage employees for innovative behavior at workplaces.

A plethora of studies have acknowledged that authentic leadership can bring multi-
faceted outcomes for an organization such as improved organizational commitment [22,23],
organizational citizenship behavior [24,25], employee performance [26], employee engage-
ment [27], etc. However, it is not clear in the prior literature how authentic leadership
can be related to inducing workplace innovative behavior of the employees. Moreover,
there exists an observable gap in the literature on how corporate social responsibility (CSR)
relates to authentic leadership and IWB. Therefore, the objectives of the current survey
were twofold. First, this study intended to explore the relationship of CSR with authentic
leadership and IWB. Second, the study attempted to link CSR and IWB via the mediating
role of authentic leadership (Figure 1). The study used the lens of social learning theory to
explain why authentic leadership may urge employees to show their innovative skills at
the workplace. In this regard, the authors” argument is that as the authentic leader shows
caring behavior for his followers, the followers learn this caring behavior and want to care
for their organization. Thus, they are expected to support their organization through their
extra-roles such as IWB.
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Figure 1. Proposed research model based on authors’ conception where CSR (X) = the predictor variable, IWB(Y) = the

criterion variable, authentic leadership (M) = the intervening variable, ¢ = direct effect of X on Y without the effect of the

mediator, ¢’ = indirect effect of X on Y with the mediator, a = the direct relation of X with M, b = the direct relation of M

with Y.

CSR has received a growing focus from academicians and practitioners of different
sectors during the last two decades [28]. CSR continues to be defined as a business’s
actions and policies that consider various kinds of stakeholders along with the three
pillars of economic, societal, and ecological operation as initially articulated by Carroll [29]
to create a theoretical foundation for CSR. There is an increasing recognition that the
interests of the society and organizations tend to be more closely coordinated than is
frequently presumed, and hence, CSR frequently determines the business’s long-term
effectiveness [30]. As a matter of fact, during 2019, it was reported that various corporate
leaders have redefined their organizational mission statements by acknowledging that the
businesses are not only accountable to shareholders, but they are equally accountable to all
of their stakeholders [31].
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Prior CSR literature has generally acknowledged that the stakeholders of an organi-
zation have a significant impact on the overall performance of the organization [32-34].
The employees of an organization are also key stakeholders and they are strategic enablers
for a business to achieve different business goals [35]. There is general agreement in the
existing literature that organizations with a greater focus on their employees are likely
to experience multiple benefits that are even beyond the financial objectives [36-38]. The
philosophy of CSR stresses care for all stakeholders including the employees; however, it is
unclear from the existing studies how CSR engagement of an organization can be linked to
IWB at workplaces and what the role of authentic leadership is in this relationship. Hence,
the basic objective of the current study was to investigate the relationship of CSR and IWB
with the mediating effect of authentic leadership.

The proposed research model of the current study was tested in the small and medium-
sized enterprises (SMEs) sector of China which was logically selected to serve the purpose
of the current survey. The first logic for choosing the SME sector was that, unlike large
businesses, the SME sector does not have enough resources to be spent on acquiring
complex and costly equipment to innovate their processes and production. The authors’
argument here is that employees of an organization, if treated carefully, can serve as a
cheap and effective source of innovation. Hence, by motivating employees, this sector can
invent new ways of doing business. Another logic for choosing the SME sector lies behind
the stiff competitiveness situation in this sector. Presently more than 38 million SMEs
are operating in China with an annual increment of 10 percent each year during the last
decade [39], which shows the stiff competition this sector is facing. Thus, to survive in such
a competitive environment, adopting new and innovative ways for conducting business
is a key to success and survival for this sector. Innovation is a key driver of productivity
and long-term growth and can help solve social challenges at the lowest possible cost.
Innovation in SME:s is at the core of inclusive growth strategies: more innovative SMEs are
more productive SMEs that can offer better working conditions to their employees, thus
helping reduce inequalities. Furthermore, recent developments in markets and technologies
offer new opportunities for SMEs to innovate and grow. Digitalization accelerates the
diffusion of knowledge and is enabling the emergence of new business models, which
may enable firms to scale very quickly, often with few employees, tangible assets, or a
geographic footprint. Therefore, based on the above argument the selection of this sector
for the current survey is logical.

The current study adds to the existing literature in many ways. For example, the
current study is an important addition to the extant literature on CSR as it considers it
to induce innovative behavior of employees at workplaces which is not well-explored in
prior literature. Another important contribution of the current study to extant literature is
that it acknowledges the importance of leadership as an enabler for IWB. In this regard,
the previous studies have explored the relationship of different leadership styles with
IWB; however, most studies investigated the impact of transformational leadership on
IWB, but the relationship of authentic leadership with IWB is not given due consideration
by extant researchers. Last but not the least, the current study was a pioneer attempt
that sought to explain the relationship between CSR, authentic leadership, and IWB in a
unified model in the context of the SME sector. The remainder of this article is divided into
four different sections. The coming section discusses the literature review and theory for
hypotheses development. The next section describes the methodology in which sampling,
data collection, and instrument development processes are explained. Then the results
section deals with hypotheses validation through different statistical tests. The last section
discusses the results, implications for theory and practice, and limitations of the study
along with future research directions.

2. Theory and Hypotheses

The current study was based on social learning theory (SLT) by Bandura and McClel-
land [40] to formulate different hypotheses of the current study. SLT argues that individuals
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learn different social behavior by observing others. This theory is relevant to the theme of
the current survey in the sense that authentic leaders care for their employees and build
an honest relationship with their followers (employees in the current case). In response,
the followers are also expected to learn this caring behavior and they try to support their
organization by thinking about new (innovative) ways of conducting the business. More-
over, an authentic leader promotes the culture of openness in an organization and hence
praises the input given by the followers. Thus the followers working under an authentic
leader are encouraged to display their innovative capability without this fear that their
idea will be criticized or will not be listened to. In like manner, the concept of CSR also
focuses on the betterment of different stakeholders, and employees are important internal
stakeholders. Thus, an organization that follows CSR principles is expected to help and
support its workers. Consequently, the employees feel extraordinary motivation to help
their organization, and hence they try their level best to think of new and innovative ways
to help their organization.

Contemporary scholars are increasingly claiming that organizations with no inclu-
sive outlook for all of their stakeholders in organizational philosophy are likely to gain
unsatisfactory business performance [41-43]. The current survey defines CSR as per the
definition of Carroll [44], who described it as the actions taken by organizations to take care
of diverse stakeholders, such as the environment, community, and government agencies.
Following this definition, the organizations are expected to work for the well-being of the
entire community [45]. CSR acknowledges that companies and workers are part of society,
and society and businesses finally are interconnected, rather than in competition with one
another. Hence, individually and institutionally, there is not any conflicting thing between
the organization and the social improvement of employees at the workplace [46]. It is
generally argued that in an organization where the workplace atmosphere is supportive,
the employees’ innovative capability is fostered [47,48]. The central theme of CSR is taking
care of every stakeholder including the employees. A plethora of studies has established
that CSR is positively related to IWB [49-51]. CSR activities of an organization foster an
environment of confidence among the employees, and this sense of confidence urges them
to take risks and think about innovative ways to induce organizational effectiveness [52].
Employees who see that an organization’s CSR efforts are focused on improving the com-
munity and the environment have a greater sense of ‘meaningful work’, which in turn
improves productivity and creativity [53].

Walmart can be put as an exemplary case here that actuated “Personal sustainability
plan” under which the organization empowers every one of its workers to present at
least one innovative social change initiative through which the relationship of workplace
and employee social life can be improved. Reportedly, over 500,000 employees working
for Walmart volunteered in different CSR-related projects, and consequently, employees
submitted nearly 35,000 new business solutions [54]. This is the reason that different
scholars of recent times are convinced that acknowledging employees as a source of
innovation is one of the secrets for business success in the long run [55]. It is without
any doubt that continuous innovation is an essential business objective of contemporary
businesses, and hence a holistic perspective about variables that foster innovative work
behavior is imperative [56]. This study is in line with Stock [57] who defined IWB as “It
is the behavior of individuals intended to initiate and deliberately create new and useful
ideas or processes at the workplace”. Employee’s CSR perception of an organization
influences their behavior positively [58,59]. Employees are proud to be members of a
socially responsible organization that considers society and the environment in its business
operations [60]. CSR engagement of an organization creates a sense of confidence and
security, where employees can act without fear of consequences and take risks [61]. Thus in
line with SLT, the authors” argument here is that CSR-related activities of an organization
are observed and learned by the employees, and following CSR principles, they attempt
to enhance organizational performance and are encouraged to display their innovative
capability at the workplace. Hence, the following hypothesis is proposed.
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Hypothesis 1 (H1). CSR is positively related to innovative work behavior.

Authentic leadership is a form of leadership that values the leader and builds the
legitimacy of the leader through honest relationships with the followers [62]. Consequently,
authentic leaders are individuals with a clear vision that supports openness and can
improve individual and team performance by building trust with the followers [63]. True
leaders are those who prefer moral values and human relations over economic purpose [64].
Authentic leadership is a growing field of leadership research that has received considerable
attention from contemporary scholars in recent times [2,65,66].

Theoretically, authentic leadership may enhance IWB in many ways. To start, authen-
tic leaders can encourage the employees to come up with new and innovative solutions
at the workplace [67]. This study defined authentic leadership as “a process of positive
psychological capabilities, ethics, morality, relational transparency, self-regulation, social
interaction and positive behavior modeling [62]”. Authentic leadership is a mechanism
of improving the internal visibility of the organization’s employees and an approach to
internal motivation [68]. Increased motivation is likely to encourage the employees to be
more involved in IWB. Similarly, authentic leaders can provide resources, including the
information, time, and support needed for IWB [69]. A leader’s authenticity is aimed at
promoting and evaluating the different perspectives of different employees in an orga-
nization [70]. When employees are supported by their leader, they gain independence
and freedom at the workplace to be engaged in IWB [69]. The leader’s authenticity is
based on the core trust of employees in their leader, and this high level of trust plays a
crucial role in stimulating the innovative capability of workers [71]. Additionally, authentic
leadership can motivate employees to identify themselves while maintaining their unity
(by supporting employees, ensuring fairness and equity, and sharing solutions). Moreover,
authentic leaders can be a benchmark for the employees to encourage their IWB as they
promote openness at workplaces [72]. An authentic leader must be involved in quality
improvement at the workplace and promote transparency, honesty, accessibility, and com-
mitment in relationships [73]. Through appropriate management, authentic leaders create
opportunities for employees to think with greater responsibility and independence in
decision making which ultimately stimulates their workplace innovative capability.

Authentic leadership is based on strong values and ethics and is characterized by a high
level of self-awareness, intrinsic values, the openness of communication, and coordination
of knowledge [64]. Within the framework of ethical issues identified in business, the
emphasis of an authentic leader is on honesty, transparency, and care for all employees,
which ultimately creates a positive attitude about CSR among employees [74]. It is generally
considered that the thinking and behavior of a leader have a significant impact on the
assessment and analysis of CSR in an organization [75,76]. Therefore, leaders, who are
an integral part of the organizational environment, can be expected to have a significant
impact on employees’ thinking and cognitive processes which stimulates their IWB [77].
Authentic leaders, through their relationship qualities based on honesty, trust, compassion,
and high morality, develop a strong relationship with their followers and build a strong
bond with them. These qualities of an authentic leader can, over time, lead to shared values
and authenticity among employees and they willingly take part in different innovative
activities [78]. Therefore, employees working under an authentic leader can take into
account the high values of their organization when they observe different CSR activities.

As per the theory of social learning, employees are expected to follow the behavior
of their authentic leader and want to support their organization to achieve better out-
comes through involving themselves in IWB. Moreover, CSR also focuses on caring for
others (society, stakeholders, nature, etc.), and hence an organization’s engagement in
CSR activities inculcates a sense of caring among employees. The authors’ argument here
is that employees working for a socially responsible organization are likely to develop
a kind of spiritual consciousness that ultimately encourages them toward creativity and
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innovation. Thus, CSR and authentic leadership encourage the employees to be engaged
in IWB. Therefore the following hypotheses are proposed:

Hypothesis 2 (H2). Authentic leadership is positively related to innovative work behavior.

Hypothesis 3 (H3). Authentic leadership mediates between CSR and innovative work behavior.

3. Methods
3.1. Sample, Data Collection, and Handling of Common Method Bias

Data for the current study were collected from the SME sector of China. To do this,
the authors selected Wuhan city of China which is a large city in the country in which
several SMEs are situated. Before the formal proceedings of the data collection, the authors,
first of all, contacted the spokespersons of different SMEs for an initial screening about
the engagement of an SME in CSR activities. After carefully assessing their CSR activities,
the authors prepared a list of SMEs which were involved in CSR practices. After that, the
authors randomly selected some SMEs and asked the concerned authorities to cooperate
in the data collection process. Those SMEs that showed their initial consent were listed
again for the final data collection phase. In this regard, the authors randomly selected
21 SMEs including different sectors such as textile, petrochemicals, footwear, equipment
manufacturing, and others (see Table 1 for details). After initial screening and with a
finalized list of SMEs, the authors asked the concerned person of the selected SMEs to
indicate the individuals for data collection. Those who were identified by the concerned
authorities were then contacted to participate in the survey.

Table 1. Sample profile (N = 236).

Age Frequency Gender Frequency
Leader Leader
25-30 42 Male 144
31-35 66 Female 92
36-40 79 Follower
Above 40 49 Male 127
Follower Female 109
18-25 53
26-30 67
31-35 72
Above 35 44
EXE::SZ;C’& Industry
4-6 69
7-10 108
Above 59 Chemical 44
Follower Textile 51
1-3 57 Petrochemical 64
4-6 89 Equipment Manufacturing 48
Above 920 Others 29

The authors carefully dealt with the issue of common method bias. For this purpose,
the authors were in line with the recommendation of Podsakoff et al. [79] to collect the data
from different respondents. The authors, therefore, developed a dyad of leader and follower
from selected SMEs. The authors distributed questionnaires to followers (employees with
non-management positions) containing the information for variables, CSR, and authentic
leadership. The data for IWB were collected from leaders (Managers or Supervisors); it
was logical and seemed appropriate to collect the data for IWB from corporate leaders
because in most SMEs the leaders work in close coordination with workers, and hence
they can easily observe the innovative behavior of their subordinates. Initially, the authors
distributed 700 surveys (350 for leaders and 350 for followers) among the respondents
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of selected SMEs, and finally, the authors received 472 filled matched questionnaires (i.e.,
236 supervisor-subordinate dyads) which were useful for data analysis. The authors
collected the data from the selected SMEs after identifying the supervisors and the workers
from 21 SMEs in Wuhan city. In this regard, the spokespersons of the respective SMEs were
the source of information in identifying the supervisors and the workers in a specific unit,
floor, or department.

Table 1 presents detailed information regarding the demographics of the sample and
the type of industries.

3.2. Measures and Handling of Social Desirability

This study employed the existing scales to measures the constructs. Thus, the issue
of validity and reliability was non-existent here because adapted scales have their pre-
established validity and reliability. The scale of IWB was adapted from Janssen [80]; this
scale comprised a total of nine items and is widely used by various researchers to measure
the innovative behavior of employees at the workplace [17,81,82]. A three-item scale of
employee’s CSR perception was taken from the study of Fombrun et al. [83]. This scale
is also used by extant researchers to measure employees’ CSR perceptions [84,85]. The
authors adapted the scale of authentic leadership (sixteen-item) from Walumbwa et al. [86]
which is extensively used by previous researchers to measure authentic leadership [87-89].
The constructs were reflective because all the latent constructs were operationalized based
on some indicator. These indicators (items) were used to reflect and not to build the
construct. Thus these constructs were reflective as mentioned in the studies of Finn and
Wang [90], Diamantopoulos and Siguaw [91], and Edwards and Bagozzi [92]. A five-point
Likert scale was employed by the authors to collect the data. The questionnaire statements
are shown in Appendix A.

To address the issue of social desirability, the authors took several measures. For
example, the survey items were randomly scattered throughout the questionnaire. The
authors did this to break any sequence of answering the responses by the respondents.
This step is also helpful in dealing with the likelihood of any liking and disliking for a
particular construct. Likewise, the instrument was checked for accuracy and suitability by
experts in the field. This step is necessary to address any ambiguity or confusion in any
item statement due to complex or dual-meaning words. Likewise, the authors requested
the respondents for their true response so that the findings generated by their input may
reflect the reality [93,94].

4. Results
4.1. Convergent Validity, Factor Loadings, and the Reliability Analyses

The SME sector in China is involved in different CSR-related activities, for example,
some organizations in this sector are working for community building through supporting
the community in the field of education and health. Likewise, some organizations are
taking CSR initiatives on charity-related bases, for example, helping the poor or donating
to some welfare institutions, etc. SMEs also relate their CSR activities with employees
and work for their betterment. In different instances, SMEs support their employees in
many ways (different financial support plans and other benefits, improving the working
environment, etc.).

The data analysis phase was started with exploratory factor analysis (EFA) in SPSS
to validate if the item loadings for all variables were appropriate (A > 0.5). To do this, the
authors used principal component analysis (PCA) by using varimax rotation. The initial
results reveal that three items were suffering from poor item loadings. These included two
items of authentic leadership (ALS2 = 0.28, ALS6 = 0.19) and innovative work behavior
(IWB3 = 0.09). Thus, the authors deleted these items and carried out the data analysis with
the remaining items. The item loading extracted from EFA is given in Table 2.
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Table 2. Item loadings, convergent validity, and reliability results.

Item A A2 Y A2 Items AVE CR
CSR1 0.76 0.578
CSR2 0.77 0.593
CSR3 0.84 0.706 1.876 3 0.625 0.833
IWB1 0.72 0.518
IWB2 0.78 0.608
IWB4 0.76 0.578
IWB5 0.74 0.548
IWB6 0.80 0.64
IWB? 0.87 0.76
IWBS 0.72 0.52
IWB9 0.75 0.56 4.730 8 0.591 0.920
ALS1 0.68 0.46
ALS3 0.73 0.53
ALS4 0.70 0.49
ALS5 0.73 0.53
ALS7 0.81 0.66
ALSS 0.78 0.61
ALS9 0.83 0.69
ALS10 0.72 0.52
ALS11 0.71 0.50
ALS12 0.69 0.48
ALS13 0.73 0.53
ALS14 0.88 0.77
ALS15 0.82 0.67
ALS16 0.77 0.59 8.043 14 0.574 0.949

Notes: A = item loadings, C.R = composite reliability, Y°A? = sum of square of item loadings.

Next, the authors tested for the results of average variance extracted (AVE) to establish
convergent validity and composite reliability (C.R) to establish inter-item consistency. To
validate convergent validity, the general criterion is that if AVE for a construct is greater
than 0.5, then the criterion for convergent validity is satisfied [95]. To measure AVE for a
construct, the authors first of all calculated item loadings (A) for each item and then took
the sum of the square of these loadings (YA\?) dividing by the number of items. As an
example, there were three items of CSR, and the sum of loading square was 1.876 which
was divided by 3 (number of items) that resulted in 0.625 as an AVE value.

After validating convergent validity, the authors calculated C.R by using the formula
CR = (ZN2/[((EN)? + Z(1 — A?)] for each construct. Following the guidelines of Fornell
and Larcker [95], the authors checked each construct’s C.R value (C.R should be greater
than 0.6) and revealed that each construct meets the criterion of C.R. Thus, there is no issue
of C.R in scaled items of the current survey. These results are reported in Table 2 in detail.

Table 3 presents the results of correlation, discriminant validity, and model fit indices
(MFlIs). In this aspect, the correlation values for all constructs were positive and significant
which means each construct is positively correlated with the other construct. As a case,
one can see that the correlation value between CSR and ALS is 0.21 which is positive and
significant. To assess discriminant validity (DSV), the authors took a square root of AVE
(SQAVE) for a construct and compared it with correlation values. The general rule here
is that if the value(s) of correlation is less than the value of SQAVE, then it is confirmed
that the criterion of DSV is satisfied and the items of one construct are dissimilar with
the items of other constructs in comparison. To explain further, the value of correlation
between CSR and ALS is 0.21 which is far less as compared to the value of SQAVE (0.758),
and hence, discriminant validity is maintained in the current scenario. Lastly, the results
of MFI are also presented in Table 3 to assess if there is a fit between theory and the data.
In this regard, the authors checked the values of different MFIs against their acceptable
range (given in Table 3) and revealed that there is no issue in any MFI value (x?/df = 3.831,
RMSEA = 0.054, NFI = 0.961, CFI = 0.936, IFI = 0.930, TLI = 0.959, GFI = 0.933).
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Table 3. Correlation, discriminant validity, and MFIL.

Construct Mean S.D CSR ALS IWB
CSR 421 0.54 0.787 0.21 ** 0.28 **
ALS 411 0.47 0.758 0.32 **
IWB 3.98 0.61 0.769

Mod.el fit Range Obtained MOd.EI fit Range Obtained

indices indices
x2/df 5.00 3.831 IFI 0.90 0.930
RMSEA 0.08 0.054 TLI 0.95 0.959
NFI 0.95 0.961 GFI 0.90 0.933
CFI 0.90 0.936

Notes: S.D = standard deviation, ** = significant values of correlation, bold diagonal = discriminant validity results.

4.2. Hypotheses Testing

To validate different hypotheses of the current study, the authors used structural
equation modeling (SEM) in AMOS software. SEM analysis is a co-variance-based analysis
approach that is very popular among contemporary researchers as it has advanced-level
tools to deal with complex research models [96-98]. The hypotheses testing was done in
two sections using SEM. In the first section, the authors analyzed the direct effect model
in which no mediator was introduced. The authors conducted the direct effect model to
validate Hypotheses 1 and 2 (H1 and H2). The results of structural model confirmed that
both H1 and H2 are accepted (1 = 0.31, 32 = 0.33, p < 0.05). Hence, based on these results
(Table 4), H1 and H2 of the current study are proved and accepted. The first stage of SEM
started with checking the direct effect analysis in which there was no intervention of any
mediator in the model. The results of the direct effect model are shown in Table 4. As per
these results, the direct effect model produced significant results. These results confirmed
that the first two hypotheses H1 and H2 of the current survey are supported. These
outcomes were declared on the basis of beta estimates and p-values (31 = 0.31, 32 =0.33,
p < 0.05). The results further validated that the effect of SL on EIB is stronger as compared
to the effect of CSR-E on EIB. Moreover, the model fit indices were also significant in this
regard (x?/df = 2.173, RMSEA = 0.043, NFI = 0.968, CFI = 0.945, IFI = 0.940, TLI = 0.962,
GFI = 0.943).

Table 4. The results for Hypotheses 1 and 2.

Path Estimates S.E CR p-Value ULCI LLCI Decision

CSR — IWB (p1) 0.31 0.042 7.38 HHE 0.612 0.979 Approved

ALS — IWB (f2) 0.33 0.053 6.23 *xx 0.311 0.670 Approved

Model fit indices Criteria Obtained Model fit indices Range Obtained
x2/df 5.00 2.173 IFI 0.90 0.940
RMSEA 0.08 0.043 TLI 0.95 0.962
NFI 0.95 0.968 GFI 0.90 0.943
CFI 0.90 0.945

Notes: ULCI = upper-limit confidence interval, LLCI = lower-limit confidence interval, *** = significant values.

The second section of SEM analysis was conducted by introducing ALS as the me-
diating variable (Table 5). To do this, the bootstrapping technique was applied which
is more advanced and powerful as compared to the traditional Baron and Kenny [99]
technique for mediation analysis. During the bootstrapping process, the authors used a
large bootstrapping sample of 2000 and analyzed the mediation results. The output of the
mediation analysis revealed that there is a partial mediation effect of ALS between CSR
and IWB. It is worth noticing that the partiality of mediation was established based on
the reduced beta value which was originally 31 = 0.31, but after the inclusion of mediator
(ALS), it was dropped to 33 = 0.091, confirming that there is partial mediation effect of ALS
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between CSR and IWB (x?/df = 1.861, RMSEA = 0.038, NFI = 0.980, CFI = 0.966, IFI = 0.961,
TLI = 0.978, GFI = 0.964). Thus, all three hypotheses of the current survey are approved.

Table 5. Mediation and moderation results for H3.

Path Estimates S.E Z-Score p-Value ULCI LLCI Decision
CSR — ALS— IWB (B3) 0.091 ** 0.018 5.055 *xE 0.177 0.298 Approved
Model fit indices Criteria Obtained Model fit indices Range Obtained
x2/df 5.00 1.861 IFI 0.90 0.961
RMSEA 0.08 0.038 TLI 0.95 0.978
NFI 0.95 0.980 GFI 0.90 0.964
CFI 0.90 0.966

Notes: ULCI = upper-limit confidence interval, LLCI = lower-limit confidence interval, **, *** = significant values, S.E = standard error.

5. Discussion and Implications

The empirical results of the current study support all three hypotheses (H1, H2,
and H3), and hence, it is proved that CSR directly and indirectly (through authentic
leadership) influences IWB positively. Furthermore, the results also prove that authentic
leadership mediates the relationship between CSR and IWB in the SME sector of China.
The respondents of the survey confirmed that both CSR and the authenticity of their
leader help motivate them to display their innovative capability at the workplace. The
respondents further validated that CSR activities of their organization promote a sense
of caring, transparency, honesty, and trust in them. Hence, due to the supportive and
caring work environment, the employees feel the motivation to serve their organization
beyond their formal working boundary. Therefore, they are urged to engage themselves
in innovative activities to find new business solutions. The theory of social role is also
helpful here to explain this proposed relationship in a way that the CSR engagement of an
organization inculcates among employees that their organization is not only concerned
with profit maximization but also wants to promote community and the environment.
This extra-role of the organization is well observed by the employees, and they also learn
this on their part. Consequently, the employees also think that they should support their
organization by performing extra-roles, one of such behaviors is innovative work behavior.
This finding of the current study is in line with several previous researchers [49,100-104].

The empirical results also advocate that authentic leadership is a style of leadership
that promotes workplace innovation. In this regard, the respondents confirmed that the
leadership style is an influential factor to induce their innovation performance. When
employees of an organization find that their leader (authentic leader here) is supportive
and helping toward them, they feel encouraged and perform their job willfully. Similarly,
the authenticity of a leader promotes openness in an organization, and hence the employees
are encouraged to share their novel ideas with their leader to perform a task in a new way.
Furthermore, the workforce under an authentic leader is given independence and freedom
in decision making, and common logic suggests that when workers are encouraged and
empowered in decision making, they are expected to think about new and innovative
ways. This argument of the current study is also supported by different researchers in that
independence and empowerment in decision making promote IWB [105-107]. Following
the theory of social role, the authors” argument here is that an authentic leader practices
authenticity at the workplace under which he or she promotes openness, morality, and a
supportive organizational environment. Employees as observers learn these characteristics
of their leader and put every attempt to support their organization by performing different
extra-role behaviors such as IWB. Moreover, an authentic leader boosts the confidence level
of their employees and urges them to take risks without the fear of failing. In response, the
employees become risk-takers, and they take risks for the betterment of their organization
and without the fear that if they fail, they will be punished. All this process encourages
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them to be engaged in IWB. Different extant research has also established that authentic
leadership style influences IWB [22,23,68,71,78,88].

This study adds to the existing organizational literature in many ways. For instance,
the current study attempted to build a relationship of authentic leadership with workplace
innovation. In prior literature, this relationship is still vague, and hence this study enriches
extant literature by validating that authenticity in leadership is related to the innovative
work behavior of employees. In like manner, this study also adds to the existing literature
on CSR by arguing that CSR activities of an organization can encourage the employees
to display their innovative capabilities. Prior CSR literature has largely explored CSR for
different organizational outcomes such as organizational performance [108], organizational
commitment [109], quality management [110], etc. However, prior studies have least
considered CSR to link with employees’ innovative work behavior. Thus the current
survey adds to the existing literature on CSR from the perspective of workplace innovation.
Another important addition of the current study is that it explores the relationship of CSR,
authentic leadership, and workplace innovation from the perspective of the SME sector of
an emerging (China) economy.

The practical implications of the current study are also important for professionals
from the SME sector of China. In this vein, the current study attempted to change the
current viewpoint of policymakers toward CSR. Currently, the majority of SMEs in China
follow some CSR principles only to abide by state laws. Furthermore, it is also a prevailing
opinion among different SMEs that CSR is an expensive volunteer activity and thus it
should be put on the shoulders of large businesses. This study was an attempt to change this
traditional mindset toward CSR as this study introduced CSR as an enabler of workplace
innovation. The importance of workplace innovation is critical for every business sector
for survival and growth due to tough competitive environments. The SME sector of China
needs to realize that they can survive and better compete with their rivals if they are
capable of innovating their business processes, and CSR in this regard is a strategic enabler
of workplace innovation. Furthermore, the SME professionals need to recognize that they
belong to small and medium-sized businesses and their resources are sparse as compared to
large businesses. Thus they have a definite resource deficit to buy costly innovations in the
form of up-to-date technology, equipment, and machinery. In this regard, the employees
of an SME can serve as a cheap and effective source of innovation if they are managed
appropriately. Another practical importance of the current study is that it highlights
the importance of leadership in encouraging employees working in different SMEs to
display their innovative capability in the workplace. The study contends that, through
a decent leadership style (authenticity), the organization can develop an environment in
which the employees work fearlessly and they want to take risks for better organizational
outcomes. Hence, the professionals from the SME sector of China are encouraged to
promote authenticity in leadership if they want their workforce as a source of innovation.
Lastly, the policymakers need to realize that in a volatile environment, innovation is a key
to success and survival as innovation provides a solid base for competitive advantage and
employees are the individuals who provide input for workplace innovation.

Limitations and Potential Research Directions

Though the existing study offers adequate grounds to accept the proposed research
model and relationships among variables, some limitations will need to be addressed by
future researchers. The first limitation of this analysis is that it attempts to explain em-
ployees’ innovative behavior through the lens of CSR and authentic leadership. Although
these variables are important to consider in explaining the behavior of employees, it is
worth mentioning here that human behavior is quite complex to understand. Hence, future
researchers are suggested to consider other important variables in the proposed model
of this study. For example, psychological contract, job design, and organizational justice
may be important variables for future researchers to better explain employee innovative
behavior. Likewise, this research study only considered SMEs that were located in Wuhan
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city, and thus the geographical concentration increases questions regarding the generaliz-
ability of this research. As a way to deal with this limitation, the prospective researchers are
encouraged to consider a diverse sample of SMEs from different cities. Another limitation
of this analysis is that it used cross-sectional data, and hence forecasting causality based
on cross-sectional data entails specific risks. Thus, future studies will need to consider the
longitudinal data design.
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Appendix A

Questionnaire items
Corporate social responsibility
1 This is a company that really cares about its employees.
2 This company contributes a lot the communities in which it operates.
3 This is an environmentally responsible company.
Innovative behavior
How often does this worker perform the following work activities:
1 Acquiring approval for innovative ideas.
2 Searching out new working methods, techniques, or instruments.
3 Transforming innovative ideas into useful applications.
4 Introducing innovative ideas in a systematic way.
5 Making important organizational members enthusiastic for innovative ideas.
6 Generating original solutions to problems.
7 Creating new ideas for improvements.
8 Mobilizing support for innovative ideas.
9 Thoroughly evaluating the application of innovative ideas.
Authentic leadership
1 My leader can list his/her three greatest weaknesses.
2 My leader’s actions reflect his/her core values.
3 My leader seeks others” opinions before making up his/her own mind.
4 My leader openly shares his/her feelings with others.
5 My leader can list his/her three greatest strengths.
6 My leader does not allow group pressure to control him/her.
7 My leader listens closely to the ideas of those who disagree with him /her.
8 My leader lets others know who he/she truly am as a person.
9 My leader seeks feedback as a way of understanding who he/she really am as a person.
10 Other people know where my leader stand on controversial issues.
11 My leader does not emphasize his/her own point of view at the expense of others.
12 My leader rarely presents a “false” front to others.
13 My leader accepts the feelings he/she has about himself/herself.
14 My leader’s morals guide what he/she does as a leader
15 My leader listens very carefully to the ideas of others before making decisions
16 My leader admits my mistakes to others.
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