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ABSTRACT - REZUMAT

Mediating role of innovative climate among leadership and employee performance in textile exporting
firms of Pakistan

This research seeks to examine how transformational leadership and ambidextrous leadership impact employee
performance. The study focuses on the mediating role of innovation climate in influencing the relationship both directly
and indirectly with employee performance. Previous literature shows that many studies have been conducted to
measure the employee’s performance under the leadership. Still, no study has covered the mediating role of innovation
climate between leadership and employee performance. The present study aims at filling that gap through the
presentation of a statistical model. Respondents in the sample included the managerial staff of textile exporting firms of
Pakistan. Multiple linear regression and the PROCESS for mediation model in the SPSS was used to analyze the
collected data. The results indicated that the CEQO transformational leadership and ambidextrous leadership had a
significantly positive influence on employee performance. In addition, innovation climate was found to have a strong
mediating effect. The researchers recommended the exploration of the impact of other possible moderating variables in
future researches. Recommendations were also made for the top management of textile firms for the consideration of
innovation climate along with the improvement of employee performance.

Keywords: CEO transformational leadership, ambidextrous leadership, innovative climate, employee performance,
textile export, Pakistan

Rolul de mediere al climatului inovator privind leadershipul si performanta angajatilor in firmele exportatoare
de textile din Pakistan

Aceasta cercetare isi propune sd examineze modul in care leadershipul transformational si leadershipul ambidextru
influenteaza performantele angajatilor. Studiul se concentreazd pe rolul de mediere al climatului de inovare in
influentarea relatiei atat direct, cat si indirect a performantei angajatilor. Literatura anterioard araté ca au fost efectuate
multe studii pentru a masura performanta angajatului sub leadership. Cu toate acestea, niciun studiu nu a acoperit rolul
de mediator al climatului de inovare dintre leadership si performanta angajatilor. Prezentul studiu isi propune s& umple
acest gol prin prezentarea unui model statistic. Respondentii din esantion au inclus personalul managerial al firmelor
exportatoare de textile din Pakistan. Regresia liniard multipla si modelul PROCESS for mediation in SPSS au fost
utilizate pentru a analiza datele colectate. Rezultatele au indicat c& leadershipul transformational CEQO si leadershipul
ambidextru au avut o influentd semnificativ pozitivd asupra performantei angajatilor. In plus, climatul de inovare s-a
dovedit a avea un puternic efect de mediere. Cercetatorii au recomandat explorarea impactului altor posibile variabile
de moderare in cercetdrile viitoare. De asemenea, au fost facute recomandari pentru top managementul firmelor textile
pentru luarea in considerare a climatului de inovare impreuna cu imbunatatirea performantei angajatilor.

Cuvinte-cheie: leadership transformational CEO, leadership ambidextru, climat inovator, performanta angajatilor,
export de textile, Pakistan

INTRODUCTION

Innovation in textile firms has become the main driv-
er of creating a competitive advantage [1]. It has led
to changes in the ways textile firms compete in a sin-
gle industry and has directly affected their ability to
survive. The textile firms that do not innovate will
probably not stay in the market for long [2, 3].
Innovation is more than newness, inventions, creativ-
ity [4, 5], which is mainly used by textile firms to pre-
sent a positive image of their brands. Innovation cul-
ture helps firms to expand their business as well as
attract new clients [6]. New ideas and innovative
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products are straightforward to introduce in the textile
sector, but launching and commercialising these
ideas is challenging. As a result, most textile firms fail
to take place in competitive export markets due to
innovative ideas [7].

Scholars and managerial practitioners have identified
leadership behaviours as the most influential drivers
of innovation climate [8]. Executives can create an
environment within their organizations that support
innovation [6]. This includes developing the skill sets
necessary for the innovation process, such as form-
ing structures, allocating resources, putting the latest
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techniques in the workplace, creating learning envi-
ronments, being open to outside ecosystems, and
accepting failure are considered the essential parts of
learning [6]. Managerial scholars argue that the
notion of an innovative leader is different from that of
an innovation leader. However, some in academia
and material practices still misunderstand the differ-
ence between these two concepts [9, 10]. The con-
cept of an innovative leader relates to the leader’s
skills and traits. This type of leader is a source of cre-
ativity who can bring in new thinking and prescribe
different actions regarding leading, managing, and
moving forward with work. An innovative leader can
think of different ways to overcome organizational
challenges or deal with a scarcity of information [11].
In contrast, an innovation leader focuses on creating
an organizational environment with a climate of inno-
vation that supports innovation within teams. In this
environment, employees can implement innovative
practices that lead to new products or services [12].
In addition, an innovation leader does not just hire
creative resources. Instead, an innovation leader
helps teams think of new ways to capture value, work
within resource constraints to develop and manage
processes, achieve a competitive advantage, and
ultimately organizational survival [13, 14]. Overall, a
growing knowledge of leadership practices and
innovation is evident among those in management
and academic literature [15]. However, modern
researchers argue that if a leader wants innovative
and quality outcomes, he must mix different leader-
ship skills and have strong interaction quality [16].
Thus, innovation leaders need to identify and devel-
op the skills that are appropriate for impacting inno-
vation. After all, they are the ones who are responsi-
ble for infusing their organizations with practices that
foster employee performance [8].

This study will extend the existing body of knowledge
on CEO transformational leadership and ambidex-
trous leadership relationships by investigating inno-
vation climate mediation with employee performance.
Moreover, it will sensitize practitioners on how CEO
transformational leadership and ambidextrous lead-
ership directly affect employee performance.
Furthermore, when mediated by innovation climate, it
will inform them about the remedial measures
against the effects of leadership on innovation.
Finally, it will also provide a basis for further investi-
gation on different dimensions of leadership in an
organization.

This study investigates the direct positive relation-
ships between CEO transformational leadership,
ambidextrous leadership, and employee perfor-
mance. In addition, it checks the mediating role of
innovation climate among CEO transformational
leadership, ambidextrous leadership, and employee
performance. The unit of analysis of this study is the
managerial staff of textile exporting firms in Pakistan.
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The role of CEO transformational leadership

A transformational leader can be defined as “a
dynamic person who is far away from personal inter-
ests, having a charismatic and influential personality,
having the inspirational ability, an intellectual with
unique ideology” [17]. A transformational leader can
see in the future and save his organization from
recessions and use his ability to achieve the organi-
sation’s goal. In the presence of a transformational
leader, his followers’ expectations and enthusiasm
increased as their leader set the organization’s goal
achievable, rational and tangible. To get innovative
outcomes, leaders need to adopt a transformational
style that will help them explore new ideas [18].
When leaders adopt the transformational style, it
allows organisations to explore innovation, create a
learning environment for employees, improve safety
standards, think positively, rectify errors, and improve
employee empowerment by using positive behaviour.
As a result, the innovative climate of an organization
can be enhanced with the implementation of all these
elements [3,19].

The role of ambidextrous leadership

Ambidextrous leadership is a new leadership theory
that was put forth by German strategy professors
[11]. Funded by Volkswagen information technology
company, O’'Reilly and Tushman [11] conducted a
comprehensive research study which implemented a
metanalysis of existing literature that linked leader-
ship effectiveness with innovation performance. [20]
focused on determining the behaviours that influ-
enced business innovation most effectively and
looked explicitly at leaders who had direct contact
with innovation teams. The dilemma related exclusive-
ly to the two ends natures of the innovation process,
which are creativity and implementation. They require
opposing and contradicting leading behaviours (i.e.,
opening and closing behaviours) [21]. Determining
the complementary leadership behaviours necessary
for innovation and how team leaders can help teams
and individuals implement them and become more
innovative was a significant concern [22, 23].

Rosing et al. [20] discussed that ambidextrous lead-
ership performs well in an organisation that promotes
innovative culture because it can work under oppo-
site and diverse situations in the same manner.
Opening behaviours encourage new experiments
after unique ideas. It leads to setting up new manners
to fulfill assigned tasks, promote risk taking, encour-
age to execute new ideas and learn from mistakes
[24]. On the other hand, closing behaviours support
discriminating policies at the implementation stage. It
refers to coaching, goal achievement, setting up new
goals, performance enhancement programs, dedica-
tion to following the rules, minimising errors, and
implementing plans. Investigations show that creativ-
ity and control are opposite between the teams [18],
and the leaders who were capable of adopting an
innovative environment in the organization were very
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reluctant. They can level up between both behaviours
according to the project’'s demand [25, 26].
Innovation occurs in two levels: the organizational
level and the team level [27]. Therefore, the com-
plexity of innovation leadership is feed by the over-
lapping roles and activities that depend on the hier-
archy of an organization. Leaders should employ a
transformational leadership style to influence organi-
zational innovation, whereas team leaders should
use ambidextrous leadership to respond to variations
in innovation outcomes [26].

The mediating role of innovative climate

Soken et al. [28] claim that in organizations, execu-
tives benefit from innovation environments. However,
an innovation that enables organizational climate is
not created by chance. It results from an organiza-
tion’s strategy, a supportive culture, and influential
leaders willing to learn from failure. According to a
worldwide survey [29, 30], over 94% of executives
indicated that people and climate are the two most
important drivers of innovation in organizations. They
put human capital at the centre of their strategies and
are aware that an organisation’s climate can promote
or poison creativity and innovation [31]. However,
having an organizational climate that only rewards
innovative ideas and behaviours is not enough [30].
Organizational climate should also support open
communication and multi-level collaboration across
functional teams; empower teams by getting support
from company executives; encourage risk-taking,
flatter organization structures, feedback, and inten-
sive cooperation with stakeholders; and let stake-
holders participate in the innovation process and its
outcomes [21].

MATERIAL AND METHODS

The present study was conducted in textile exporting
firms of Pakistan. This research is quantitative, and a
well-structured adapted questionnaire was designed
to collect the primary data from the managerial level
staff of textile exporting firms of Pakistan by using a
nonprobability convenient sampling technique. Two
hundred and fifty questionnaires were delivered to
targeted respondents through email and gave them
one month to fill the questionnaire and returned it to
the researchers. After one month, 220 questionnaires
were received, from which twenty questionnaires
were found incomplete and excluded from the final
sample. After this, 200 valid and complete responses
were added for analysis. The respondents’ response
was judged on a five-point likert scale consisting of 1
for strongly disagree and 5 for strongly agree. The
questionnaire items were already used and had
strong reliabilities in the context of Pakistan and other
countries. Sources of these items are mentioned in
table 1. For data analysis Statistical Package for the
Social Sciences (SPSS) have been used.
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Table 1
MEASURES USED FROM EXISTING STUDIES
:‘;’_ Construct Items | Reference Cront;ach’s
1 |stomatoral| | Bererce | oag
2 |ioadorship | © | otariz | 0%
o [anovaive | 4| gasen | o
4 |pertormance | 7| otal 1t | 08
RESULTS

Descriptive analysis

Atotal number of 250 questionnaires were sent to the
respondents through email. After one month, 220
questionnaires were received, of which 20 were
found incomplete and excluded from the final sam-
ple. Therefore, the response of 200 respondents was
entered into SPSS for analysis. To analyze the
descriptive characteristics, the respondents’ age,
qualification, designation, and experience were dis-
cussed, which is presented in table 2.

Table 2
DESCRIPTIVE ANALYSIS
Constructs Items Percentage
Up to 25 years 15
25-35 years 20
Age
36—46 years 35
Above 46 years 30
Graduation 36
Qualification Masters 40
Above Masters 24
Deputy Manager 22.5
Designation Manager 47.5
General Manager 30
Up to 3 years 10
. 3-6 years 25
Experience
7-10 years 30
Above ten years 35

Multiple regression

Multiple linear regression was performed to check
the relationship between transformational leadership,
ambidextrous leadership and innovation climate on
employee performance. After the analysis, the model
was significant as (p<0.01), and the value of F-statis-
tics is 57.92. The coefficient of determinants (R2)
value is 0.518, which shows that 51.8% change in
employee performance is due to these three inde-
pendent variables (Transformational Leadership,
Ambidextrous Leadership, Innovation Climate) rest of
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the shift may be due to other variables which are not
included in the model.

Furthermore, the results of multiple linear regression
show that all three variables have a significant and
positive impact on the dependent variable as p< 0.05.
The standardized coefficient (B) for each indepen-
dent variable is transformational leadership (0.313),
ambidextrous leadership (0.293) and innovation cli-
mate (0.420) show that all independent variables
have a positive and significant impact on employee
performance.

Table 3

REGRESSION RESULTS

Model variable Standardized 8
Transformational Leadership 0.313
Ambidextrous Leadership 0.293
Innovative Climate 0.420
F 57.92
R? 0.518
Adjusted R2 0.515

Mediation analysis

Mediation analysis has been performed to check the
mediation effect of innovation climate between inde-
pendent variables (transformational leadership and
ambidextrous leadership) and the dependent vari-
able (employee performance). Analysis shows that
total effect (0.472) with direct effect (0.249) and indi-
rect effect is (0.223) along with (p<0.05). Between
lower confidence level and upper confidence level,
there is no zero, so it confirms that innovation climate
mediates the relationship between transformational
leadership and employee performance. Sobel’s test
value (z=4.85) also proves the mediation. Similar
results also present that innovation climate also
mediates the relationship of ambidextrous leadership
and employee performance, and Sobel’s test also
confirms mediation (z=5.27).

DISCUSSION AND CONCLUSION

The primary purpose of the current study is to find the
meaningful relationship of transformational leader-
ship and ambidextrous leadership of an organiza-
tion’s CEO on the overall improvement in the perfor-
mance of employees. Additionally, the mediating role
of innovation climate within the organization is also
under consideration. The study’s findings revealed
that all the hypotheses found positive and significant
to which shows the relationship of variables.

First, under sight study shows the relationship
between transformational leadership and employee
performance in Pakistani textile exporting firms. After
analyzing it was found that the impact of transforma-
tional leadership on the employee is positive and sig-
nificant. This is also supported by the results of a
previous study conducted by Nastase et al. [32].
These results explain that if the top leadership has
the vision to transform their policies according to the
latest techniques and include the subordinates in
decision-making, it will boost the employees’ morale.
As a result, they will work with more interest, and the
performance of the employees will increase, mainly
when the organisation exports its products at the
international level. So, the leader should be trans-
formed in their leadership and decisions.

Second, this study aims to find the relationship
between ambidextrous leadership and employee per-
formance in the textile exporting sector of Pakistan.
Results of the study express that ambidextrous lead-
ership has a significant and positive impact on the
performance of employees. Similar findings were
also presented by Hamel [25], Drejer [33], Mohsin
et al. [34] previously in their study. These results
prove that a leader should have ambidextrous abili-
ties to lead its employees because a leader should
have more talent and more sense of taking tough
decisions compared to its employees. If a leader has
less ambidextrous in his judgments and policymak-
ing, it will discourage its employees, which will cause
to decline in the performance of the employees. An
ambidextrous leader always leads from the front to
his employees and gets maximum results using lead-
ership abilities. So, results prove that leaders should

Table 4
MEDIATING EFFECT
Transformational. Leadership— Innovative Climate— EP Effect L.C.L U.C.L S.E P
Total effect 0.472 0.235 0.570 0.051 0.000
Direct effect 0.249 0.231 0.476 0.040 0.000
Indirect effect 0.223 0.250 0.380 0.043 -
Sobel’s Test Z=4.85
Ambidextrous Leadership— Innovative Climate— EP Effect L.C.L U.C.L S.E P
Total effect 0.454 0.346 0.487 0.073 0.000
Direct effect 0.249 0.365 0.543 0.058 0.000
Indirect effect 0.205 0.475 0.495 0.067 -
Sobel's Test Z=5.27
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be more ambidextrous within the organization. This
will cause to enhance the performance of employees.
Third, this study examines the mediating role of inno-
vation climate between the relationship of transfor-
mational leadership and employee performance in
the textile exporting firms of Pakistan. Results show
that innovation climate partially mediates the rela-
tionship between transformational leadership and
employee’s performance. Similar results were also
presented by Gebert et al. [15], Horth and Buchner
[24] and Naseem [35] earlier in their studies.
Innovation climate is a more critical element when an
organization is exporting its products to other coun-
tries. If there is a lack of innovation climate with the
organization, that organization cannot survive a long
in the international market. So, a CEO should have
transformational leadership qualities. He should pro-
vide an innovative climate in the organization so that
employees can work at their total capacity, which
will enhance their performance in the organization
[36, 37].

Fourth, this study aims to analyze the mediating role
of innovation climate between the relationship of
ambidextrous leadership and employee perfor-
mance. Outcomes of this study show that innovation
climate partially mediates the relationship between
ambidextrous leadership and employee perfor-
mance. These results are supported by the findings
of Giesen et al. [12] and Loewe and Chen [13].
Previously they also presented similar results in their
studies. Along with the ambidextrous leadership of
the CEO, it is more critical to provide an innovative

climate to employees within the organization to
enhance their performance of employees. A creative
environment in the organization is considered a key
element in an exporting firm.

LIMITATIONS AND FUTURE RESEARCH

The present study contributes many valuable addi-
tions to the existing literature. However, besides its
contributions, some limitations of the study are signif-
icant to discuss here. First, the sample size of the
study is minimal, and this might not be presented the
whole picture of the textile exporting sector of
Pakistan. Secondly, this is an empirical study, and the
authors are scholars, so it was impossible to travel
for them all over the country. Finally, they delivered
questionnaires to respondents through email, which
will affect the intention of respondents to fill question-
naires appropriately.

Despite the contributions of this study to the existing
literature, there are many aspects yet to discuss for
future studies so that the deficiencies in the literature
can be covered. For example, future researchers can
be enhancing the sample size, and it can be applied
to other sectors irrespective of the textile sector.
Furthermore, a moderating variable can also be used
to measure the relationship between leadership and
employee performance.
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