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Abstract:

Leadership is a critical component in maintaining and developing employee innovative behavior so that
businesses can survive in increasingly complex market conditions. This study investigates the role of
paternalistic leadership dimensions (i.e., authoritarian, benevolent, and moral) in strengthening the
innovative behavior of SME employees. In addition, the mediating function of employee engagement in
these relationships is also taken into account in this study. A total of 281 responses from SME employees
in Indonesia were collected through distributing questionnaires using purposive sampling. The PLS-
SEM technique was then used to validate the hypothesis in this research. The outcomes indicate that
authoritarian leadership exerts a detrimental influence on employee engagement with their work. On the
other hand, benevolent leadership and moral leadership have a good impact on work engagement.
Furthermore, work engagement was found to positively affect employee innovative behavior. Also, work
engagement was found to mediate the relationship between paternalistic leadership dimensions (i.e.,
authoritarian, benevolent, and moral) and employee innovative behavior. The current study provides
important contributions both theoretically and practically regarding the mechanism underlying the
aspects of paternalistic leadership (i.e., authoritarian, benevolent, and moral) and employee innovative

behavior.
Keywords:

Paternalistic Leadership, Work Engagement, Innovative Behavior, Small and Medium Enterprises
(SMEs)

Wohllebe & Ross Publishing, Germany — The Open Access Publisher.

More information and current publishing opportunities at wr-publishing.org


https://doi.org/10.51137/wrp.ijarbm.332
https://www.wr-publishing.org/
mailto:ahmadyani@unkhair.ac.id
mailto:abdullah.jabid@unkhair.ac.id
mailto:dudi.amarullah@unkhair.ac.id
mailto:jericahyadi@unkhair.ac.id

International Journal of Applied Research in Business and Management (ISSN: 2700-8983)
an Open Access journal by Wohllebe & Ross Publishing, Germany.

Volume: 06 Issue: 02 Year: 2025

https://doi.org/10.51137/wrp.ijarbm.332

Submitted: 2025-09-23. Revised: 2025-10-01. Accepted: 2025-10-08.

Wohllebe & Ross Publishing, Germany — The Open Access Publisher.

More information and current publishing opportunities at wr-publishing.org


https://doi.org/10.51137/wrp.ijarbm.332
https://www.wr-publishing.org/

International Journal of Applied Research in Business and Management (ISSN: 2700-8983)
an Open Access journal by Wohllebe & Ross Publishing, Germany.

Volume: 06 Issue: 02 Year: 2025

https://doi.org/10.51137/wrp.ijarbm.332

Introduction

With the ever-changing and unpredictable nature of the business industry increases, innovation
becomes very important for business actors, especially Small and Medium Enterprises (SMEs), to
maintain a competitive position and meet customer needs that continue to change (Yasir et al., 2023).
Companies that fail to innovate are unlikely to achieve optimal development or long-term growth (Guo
et al., 2023). According to Alshebami (2021), employees, as the spearheads of companies with direct
contact with customers, must have innovative behavior to achieve business sustainability. In line with
this argument, Jalil et al. (2021) stated that to achieve long-term success, company is required to
continue to encourage innovative employee behavior. This is because employee innovative behavior
provides many positive benefits for the company, e.g. organizational and employee performance (Bai et
al., 2024; Surahman et al., 2023) and competitive advantage (Fatoki, 2021; Indrawati & Muljaningsih,
2022).

In the last decade, researchers discovered that paternalistic leadership is one important feature that can
increase employee innovative behavior (Yao & Hao, 2023). Paternalistic leadership represents a mixture
of strong authority, disciplined management, ethical integrity, and a personalized approach toward
employees (He et al., 2022). Chaudhary et al. (2023) stated that paternalistic leadership is more often
found in Eastern and Asian cultures because people in the Eastern and Asian regions have collectivistic

affectivity and high power distance.

Apart from using solid authority and discipline to manage subordinates, paternalistic leadership is a
leadership approach that also has fatherly love and moral honesty (Surlicu et al., 2024). Paternalistic
management is often illustrated by leaders who regard employees as family members and rely on a
patriarchal leadership style. In return, leaders expect employee trust and obedience (Nassir & Benoliel,
2023). Existing researches have revealed the crucial role of authoritarian leadership in influencing the
creative actions of employees in different settings, e.g. higher education (Dianingrum et al., 2022; Wang
et al., 2022b), manufacturing companies (Li & Wang, 2021; Nazir et al., 2020), and public organizations
(Karakitapoglu-Aygun et al., 2020).

However, correlation among paternalistic leadership and innovative behavior in the context of SMEs has
not yet been fully explored. Consequently, it is crucial to research how paternalistic leadership influences
employees' innovative behavior in the SME sector. This is because SMEs are essential to a nation's
economic prosperity (Anser et al., 2022). Furthermore, to broaden how paternalistic leadership is
perceived in determining innovative behavior, the study also considered work engagement as a
mediator. AlMunthiri et al. (2024) discovered that work engagement serves as a crucial element in
comprehending the connection between leadership style and innovative behavior. The implementation

of an effective leadership style can strengthen employee engagement with their work which ultimately
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strengthens employee innovative behavior (Jia et al., 2022). Therefore, this study intends to investigate
the extent to which paternalistic leadership plays a role in determining the innovative behavior of SME

employees through work engagement as a mediator.

Literature Review

Paternalistic Leadership

Paternalistic leadership generally originates from Asian culture, especially Confucianism from China,
which is very strong in the idea of collectivism (L. Liu et al., 2022). Paternalistic leadership reflects leader
behavior that is strict regarding rules, provides clear directions, facilitates care, and sets an example of
ethics and morals for subordinates (Chai et al., 2020). Paternalistic leaders care about employee welfare
and strive to build strong relationships with employees (Chaudhary et al., 2023). Paternalistic leadership
includes three dimensions, and each dimension produces a different response from subordinates (Li &
Wang, 2021).

Authoritarian leadership, the first dimension, reflects a leader’s behavior who desires complete control
over employees, demands absolute obedience, and punishes any disobedience to the rules (Soomro et
al.,, 2021). Authoritarian leaders carry out control functions in a strict hierarchical structure so that
punishment is a consequence that must be borne by employees who fail to comply with the rules
(Gyamerah et al., 2022). Various studies report that authoritarian leadership is negatively associated to
voice behavior (Peng & Chen, 2022), creativity (Chen & Appienti, 2020), and work engagement (He et
al., 2022; Koveshnikov et al., 2020). The existence of strong control and dominance from authoritarian
leaders will make employees feel oppressed, thereby inhibiting employees’ psychological needs for
autonomy (Duan et al., 2024) and employee engagement with their work (Zhou et al., 2023a).
Employees faced with authoritarian leaders tend to show negative attitudes and behavior because there
is no support and freedom of opinion from superiors (Shi et al., 2020). Additionally, Gu et al. (2020)
stated that instead of making employees comfortable and engaged with their work, authoritarian leaders

create a climate of fear because employees worry about being punished for mistakes.
H1. Authoritarian leadership negatively affects work engagement

The second dimension, benevolent leadership, refers to leader behavior that cares about subordinates’
personal and family conditions and welfare (Wan et al., 2020). Like a father, a benevolent leader really
pays attention to employees’ career development and always provides encouragement and assistance
to employees in facing work and daily life challenges (Yao et al., 2023). Benevolent leaders exhibit
profound concern for their colleagues' professional and personal well-being like family members,
thereby giving rise to positive feelings in employees, such as work engagement (He et al., 2022).

According to research, benevolent leadership has the capacity to boost employee engagement in their
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work (Chen et al., 2023; Potipiroon & Junthong, 2023). When a benevolent leader provides care and
attention to employees, employees will be grateful and build work engagement, reflected in their

enthusiasm and dedication to their work (N. Zhang et al., 2021).
H2. Benevolent leadership positively affects work engagement

The third dimension, moral leadership, refers to leaders who are not selfish, disciplined, respect rules,
uphold spiritual values, and do not abuse power (Yamin, 2022). According to Magsoom et al. (2022),
moral leadership places itself as a role model by showing behavior that contains moral and ethical
elements to build employee trust that leaders will behave fairly even when employees make mistakes
(J. Jia et al., 2020). Existing studies report that moral leadership influences positive outcomes, such as
work engagement (Peng & Zhang, 2023; Tuan, 2018). With its characteristics, moral leadership can
influence employees’ emotional feelings and behavior (Zhuang et al., 2022). Furthermore, moral
leadership can facilitate the internalization of employee values and behavior, allowing employees to
identify themselves with the organization and ultimately build employee engagement with their work (He
et al., 2022; Huang & Lin, 2021).

H3. Moral leadership positively affects work engagement
Work Engagement

Work engagement is defined as a positive psychological state in which individuals invest their cognitive,
physical, and emotional resources in their work roles, perceive meaning and psychological safety,
experience satisfaction, and exhibit enthusiasm and dedication (Zhou et al., 2023a). Work engagement
is a motivational model reflecting an employee's pleasant, gratifying, work-related mindset, manifested
through enthusiasm, absorption, and dedication (Kavgaci, 2023). There are psychological security,
psychological accessibility, and psychological significance that are three crucial factors that lead to
involvement in the work engagement. (Zhou et al., 2023b). Engaged employees tend to have energy,
enthusiasm, and good psychological conditions in carrying out their work (AlShamsi et al., 2023).
Various empirical evidence has revealed that the manifestation of innovative behavior stems from the
active engagement of employees with their tasks (Nguyen & Petchsawang, 2024; Wang et al., 2022a).
In a state of engagement with work, employees will commit all their psychological conditions when
carrying out work and can realize their full potential (Beltran-Martin et al., 2023). Furthermore,
employees with strong work engagement commit all their potential to attaining organizational goals and
voluntarily share ideas with other employees, enabling innovative behavior to develop (Dewi et al.,
2023). According to Bai et al. (2022), engaged employees would seek out new approaches and ideas

to overcome work issues, resulting in innovative behavior.

H4. Work engagement positively affects innovative behavior
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To achieve a sustainable competitive advantage, having employees with strong work engagement is a
must (Kuang et al., 2022). This is because employees that are enthusiastic about what they do will
contribute cognitively, physically, and emotionally to carrying out their performance (Contreras et al.,
2022). In addition, to discover and apply new ideas, employees must have strong work engagement
which is reflected in the employee’s willingness to provide valuable personal efforts and resources (Yang
et al., 2019). Due to its complex and dynamic nature, innovation requires a lot of experimentation and
continuous improvement, so employees with dedication and high enthusiasm for their work (work
engagement) are needed to form strong innovative behavior (J. Zhang & Su, 2020). Employees with
strong work engagement have a high concern for their work and try harder to improve their abilities and
skills in solving work challenges (Zhou et al., 2023b). Work engagement contributes to increasing
innovative behavior (Bannay et al., 2020; Mustafa et al., 2023) and reducing employee turnover
(BowenXue et al., 2024; Park & Kim, 2024). According to Kavgaci (2023), work engagement can be
accomplished through implementing a paternalistic leadership style. Paternalist leaders open up
opportunities to collaborate on decisions and provide a platform for employees to share their thoughts
to build engagement between employees and their work (Zhou et al., 2023a). Furthermore, engaged
employees will be attached to the organization and voluntarily maximize their potential to pursue and
execute new ideas to attain organizational goals (Mulligan et al., 2021). Earlier research has indicated
that work engagement functions as a mediating variable linking leadership styles to innovative behavior
(AlMunthiri et al., 2024; Jia et al., 2022). For example, Liu et al. (2023) identified the mediation role of
work engagement in the relationship between ethical leadership and innovative behavior. According to
Na-Nan and Arunyaphum (2021), the connection between empowering leadership and innovative
behavior operates through work engagement. Thus, we suspect that the intervening role of work
engagement will also emerge in the link between paternalistic management styles (authoritarian,

benevolent, and moral) and employee innovative behavior.

H5. Work engagement mediates the effect of (a) authoritarian leadership, (b) benevolent leadership,

and (c) moral leadership on innovative behavior
Methods and Data

This investigation adopted a cross-sectional framework, with surveys serving as the primary means of
data collection. This study concentrates on employees of small and medium-sized enterprises in
Indonesia in several dominant sectors, for instances, restaurants, coffee shops, accommodation,
furniture, agriculture and plantations, fisheries, and animal husbandry. The survey employed self-
administered online questionnaires, which were disseminated between February and April 2024 using
the purposive sampling method, which was carried out to access respondents and make data collection

easier, considering that Indonesia is an archipelagic country. Information regarding the study’s
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objectives and data confidentiality was conveyed to all participants before the survey commenced. If
they agree to participate, respondents are then asked to complete the questions in the survey, including
demographic data and items for each construct in this study. As a result, PLS-SEM was employed to
analyze 281 valid responses in order to examine the proposed hypotheses in this study. Referring to the
ten-times total reflective indicator rule from Hair et al. (2019), 281 responses were considered

representative. Table 1 presents the demographic statistics of the respondents.

Profiles Frequency | Percentage (%)
Gender
Male 129 45.9
Female 152 54.1
| Age
17 — 22 years old 85 30.2
23 — 30 years old 98 34.9
31 —40 years old 76 27.0
>40 years old 22 7.8
Education
High school 124 441
Diploma 33 11.7
Bachelor 82 29.2
Master 13 4.6
Others 29 10.3
Length of work
1 to less than 3 years 102 36.3
3 to less than 6 years 91 32.4
6 to less than 9 years 64 22.8
More than 9 years 25 8.9

Table 1: Demographic Data of Respondents

This study adopts scales that have been validated for each construct from prior studies. Respondents
provided their assessments on a 5-point Likert scale, where 1 indicated strong disagreement and 5
indicated strong agreement. The scales for the three dimensions of paternalistic leadership were
adopted from Chaudhary et al. (2023) and have previously been validated in the Asian region. The
scales in question include five items for authoritarian leadership, five for benevolent leadership, and five

for moral leadership. Moreover, a six-item scale was adopted from Beltran-Martin et al. (2023) to assess
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employee engagement with their work. Finally, a five-item scale was adopted from Jabid et al. (2023) to

determine employee innovative behavior. The study's conceptual framework is illustrated in Figure 1.

Authoritarian

Leadership

Benevolent Innovative

Work
Engagement

Leadership Behavior

Moral

Leadership

Figure 1: Conceptual Framework
Results

Measurement Model Evaluation

In compliance with the guidelines established by Hair et al. (2019), the evaluation of the measurement
model initiates with an assessment of convergent validity of each measurement item for each construct.
As shown in Table 2, the results show acceptable convergent validity, which is reflected in the loading
values above 0.70 and the AVE values above 0.50. Apart from that, the results also show good internal

consistency reliability, which is reflected in the Cronbach’s alpha and composite reliability values above

0.70 (see Table 2).

Average variance

Items Loadings extracted (AVE) Cronbach’s alpha Composite reliability
Authoritarian Leadership
AL1 0.867
0.720 0.901 0.928
AL2 0.852
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AL3 0.895
AL4 0.739
AL5 0.881
Benevolent Leadership
BL1 0.856
BL2 0.797
BL3 0.748 0.636 0.858 0.897
BL4 0.755
BL5 0.824
Moral Leadership
ML1 0.711
ML2 0.752
ML3 0.701 0.599 0.833 0.881
ML4 0.850
ML5 0.843
Work Engagement
WE1 0.816
WE?2 0.843
WES3 0.705
WE4 0.814 0.614 0.875 0.905
WE5 0.790
WEG6 0.725
Innovative Behavior
IB1 0.749
IB2 0.763
IB3 0.705 0.634 0.855 0.896
IB4 0.862
IB5 0.888

Table 2: Convergent Validity and Reliability Results

Finally, an assessment of the heterotrait-monotrait correlation ratio (HTMT) was carried out to assess
the discriminant validity of each construct. The findings indicate adequate discriminant validity, as

evidenced by the HTMT correlation ratio value being below 0.85 (refer to Table 3).
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Construct (1) (2) (3) (4) (5)
(1) Authoritarian Leadership - - - - -
(2) Benevolent Leadership 0.679 - - - -
(3) Innovative Behavior 0.789 | 0.637 - - -
(4) Moral Leadership 0.368 | 0.486 | 0.480 - -
(5) Work Engagement 0.741 | 0.775 | 0.669 | 0.592 -

Table 3: Discriminant Validity (HTMT) Results

Structural Model Evaluation

Accordance to Hair et al. (2019), the evaluation of the structural model begins with an assessment of
collinearity, which is determined by the variance inflation factor (VIF) value. The findings indicate that
there is no collinearity issue present in the structural model because all paths have VIF values smaller
than 3.3 (see Table 4).

Next, the R? value of each endogenous construct is evaluated to analyze the predictive capability of the
model within the sample. As shown in Table 4, it is known that the R2 value for the work engagement
construct is 0.652, which indicates moderate in-sample predictive power. Meanwhile, the R? value for

the innovative behavior construct is 0.381, which indicates weak in-sample predictive power.

Path coelfpfia:ir:ants vallrjes VIF Rf
Authoritarian Leadership -> Work Engagement -0.372 0.000 | 1.654
Benevolent Leadership -> Work Engagement 0.388 0.000 | 1.800 | 0.651
Moral Leadership -> Work Engagement 0.225 0.000 | 1.238
Work Engagement -> Innovative Behavior 0.617 0.000 | 1.000 | 0.381

Table 4: Direct Effect Results

The next stage of structural model evaluation is to assess the path significance of each hypothesis in
this study. Table 4 displays the direct hypothesis results of this study. The results support H1, where
authoritarian leadership negatively affects work engagement (f = -0.372, p = 0.000). Meanwhile, the
results also support H2 and H3, where benevolent leadership (f = 0.388, p = 0.000) and moral
leadership (B = 0.225, p = 0.000) positively affect work engagement. Furthermore, the results show that

work engagement positively influences innovative behavior (B = 0.617, p = 0.000), so H4 is supported.

Path Path P
coefficients | values
Authoritarian Leadership -> Work Engagement -> Innovative Behavior -0.230 0.000
Benevolent Leadership -> Work Engagement -> Innovative Behavior 0.240 0.000
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Moral Leadership -> Work Engagement -> Innovative Behavior 0.139 0.000
Table 5: Indirect Effect Results

The analysis results presented in Table 5 provide strong support for the indirect hypothesis, confirming
H5a, H5b, and H5c, where work engagement mediates the influence of authoritarian leadership (B = -
0.230, p = 0.000), benevolent leadership (B = 0.240, p = 0.000), and moral leadership (f = 0.139, p =
0.000) on innovative behavior.

Discussion

This research reveals that authoritarian leadership negatively affects work engagement. The outcomes
suggest that authoritarian leadership serves as a predictor for employee work engagement. In other
words, implementing an authoritarian leadership style will have implications for reducing work
engagement. This outcome aligns with prior studies that similarly identified a negative correlation
between authoritarian leadership and employee engagement (He et al., 2022; Koveshnikov et al., 2020).
Authoritarian leadership is fundamentally associated with the exercise of complete authority to manage
employees and does not hesitate to punish any mistakes and disobedience to the rules. Furthermore,
authoritarian leaders do not provide freedom of opinion, thus creating a work climate full of fear,

ultimately weakening employee engagement with their work.

This study also reveals a favorable and substantial relationship between benevolent leadership and
work engagement. These findings indicate that whether or not employee work engagement is strong
depends greatly on implementing a benevolent leadership style. The existence of benevolent leadership
will enable strong engagement to be built between employees and their work. This finding aligns with
existing studies that also reveal the same results (Potipiroon and Junthong, 2023; Chen et al., 2023).
Leaders with a benevolent style are attentive to the circumstances and well-being of employees,
frequently offering support for both professional tasks and personal challenges. With these
characteristics, benevolent leaders can build closeness with employees to build employee engagement

with the organization and their work.

Furthermore, this research demonstrates the significant impression of moral leadership on enhancing
work engagement. The findings suggest that a moral leader facilitates employee engagement in their
work. This finding reinforces earlier research that highlights the essential role of moral leadership in
enhancing work engagement (Tuan, 2018; Peng and Zhang, 2023). Moral leaders emphasize ethical
standards and values when managing subordinates, presenting themselves as role models in the
workplace. Through behavior full of ethical and moral values, a moral leader will strive to create a fair

work climate to build strong work engagement.
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Apart from that, this study demonstrates that work engagement positively influences innovative behavior.
These findings indicate that whether innovative behavior is strong depends on employee work
engagement. Higher levels of work engagement correlate with increased innovative behavior among
employees. On the other hand, innovative behavior will decrease when employee work engagement is
weakening. This finding aligns with previous studies that demonstrate comparable results (Wang et al.,
2022; Nguyen and Petchsawang, 20240). Employees with strong engagement with their work will show
energy, enthusiasm, and good psychological conditions when carrying out their work. Apart from that,
strong engagement also motivates employees to realize their potential. Consequently, employees who
feel engaged devote their energy and ideas to generating new solutions, thereby fostering stronger

innovative behavior.

Finally, this research demonstrates the mediating effect of work engagement on the relationship
between paternalistic leadership styles—specifically authoritarian, benevolent, and moral—and
innovative behavior. This study demonstrates that a greater impact of paternalistic leadership styles
(authoritarian, benevolent, and moral) on work engagement correlates with a stronger effect of work
engagement on innovative behavior. The findings reinforce prior research on the mediating role of work
engagement in the relationship between leadership styles and innovative behavior (AlMunthiri et al.,
2024; Jia et al., 2022). This study reveals that organizations that implement a paternalistic leadership
style will create work engagement, reflected in their deep concern for their work and their efforts to
improve their abilities and skills in solving work challenges. Furthermore, when employees are engaged
with their work, employees will be motivated to seek and implement new ideas to achieve organizational
goals. In simple terms, employees who are engaged with their work tend to develop strong innovative

behavior.
Conclusion

This study investigates the extent to which paternalistic leadership styles (i.e., authoritarian, benevolent,
and moral) directly and indirectly determine innovative leadership through work engagement. The
findings suggest that authoritarian, benevolent, and moral leadership styles influence innovative
employee behavior both directly and indirectly through the mediating effect of work engagement. By
drawing attention to the ways in which authoritarian, benevolent, and moral paternalistic leadership
styles can encourage creative actions, this study makes a substantial addition to the literature on
leadership. Apart from that, this study also provides important insights that SME managers can use as
a guide in efforts to increase work engagement and innovative behavior. In addition, the study offers
several recommendations for future research directions. First, information for this study was gathered
from workers at Indonesian SMEs, consequently, there may be constraints to the results of this study's

applicability. Future research is necessary to confirm the findings of this study and to perform
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comparative analyses involving other organizational types, including government entities and
multinational corporations. Second, this study collected data at one specific time and ignored the
influence of changes over time on employees’ assessments of each construct. Thus, future studies can
replicate this study by conducting longitudinal studies to follow up on these limitations. Third, this study
assesses innovative behavior based on employee self-perception, making the assessments more
subjective. Thus, to obtain a more objective assessment, it is important to assess innovative behavior
from the perspective of supervisors rather than employees. Finally, this study treated the samples
equally and did not differentiate based on certain groups. Furthermore, there is a strong possibility that
different generational groups produce different organizational behaviors. Thus, it is important to
investigate differences in innovative behavior between generational groups, such as Generation X,

Generation Y, and Generation Z.
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