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Abstract: This research investigated the link between ethical leadership and innovative work behavior
by examining the role of self-efficacy as a mediating factor and the sequential mediation of self-efficacy
and work engagement. Using a survey approach, data were collected from 441 bank employees in
the southern region of Thailand. The findings of the structural equation modeling (SEM) analysis
revealed an association between ethical leadership and innovative work behavior and self-efficacy,
respectively. Work engagement and innovative work behavior were both linked to self-efficacy. Work
engagement was associated with innovative work behavior. According to the mediation analysis
results, self-efficacy appeared to mediate the relationship between ethical leadership and innovative
work behavior. Ultimately, it was shown that self-efficacy and work engagement were sequentially
mediated by ethical leadership and innovative work behavior. This research provides insight into
the understanding of the connection between ethical leadership and innovative work behavior. The
key contributions of this research are the exploration-mediating function of self-efficacy and the
sequential mediation roles of self-efficacy and work engagement.
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1. Introduction

Globally, organizations have become more competitive as a consequence of the very
unstable organizational environment and intense competition. Innovation is one of the
primary drivers of an organization’s competitive advantage [1]. The ability to engage in
innovative thinking has become a critical component of organizational success [2]. In this
tumultuous climate, the concept that an organization’s existence relies on innovation has
been widely accepted [3].

Because of the short product life cycle and globalization, businesses cannot fathom
expansion without innovation [4]. In the past, only a few individuals were involved in the
quest for innovation; however, now, the whole organization is involved [5]. Their capacity
to develop new ideas is essential to the running of their respective firms [6], which makes
inventive employees a valued asset [7].

Organizations have adapted to the growing dominating role of employees in the
pursuit of innovation [8]. In a similar line, innovative work behavior (IWB) of employees
appears to be an essential notion for an organization’s strategic long-term continuity and
ambitiousness [2]. Organizations are currently demonstrating an interest in motivating
their employees to think of innovative ideas and enact them to enhance their performance.
Every innovative idea begins in the thoughts of a person, driving organizations to seek out
more creative and inventive employees [9].

Academics have carried out research to find new approaches to encourage employees
to engage in IWB [10,11]. They are eager to investigate all antecedents that have the
potential to improve employees’ IWB [12]. More study is needed to encourage IWB to
successfully harness the innovative potential of employees [13].
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Along with the significance of innovation, scholars have recognized the importance of
leadership in encouraging and guiding the creative and inventive actions of employees [14].
When it comes to supporting innovation inside their organizations, the role of leadership
has multiplied [15]. The search for a leadership style that encourages creativity is one of
the topics of study [16,17]. Appropriate leadership has the potential to benefit workers in
reaching IWB.

Much additional research has highlighted the effect of diverse leadership styles in
achieving greater innovation performance [18–20]. Researchers have recently expressed
that ethical leadership (EL) encourages IWB [21,22]. Given the growing concern about
organizational ethics, it is meaningful to understand how leaders assist their employees in
becoming more inventive by implementing ethical practices [23]. Previous research on the
association between EL and IWB among employees has been limited [21]. Keeping this in
mind, the current study aims to investigate how EL impacts employees’ IWB.

Ethical leaders believe in normatively suitable ethical behaviors and convey these
behaviors via their activities. Ethical leaders strive to shift employees’ self-concepts and
personal standards to higher objectives and demands [24]. Along these lines, ethical leaders
have a major impact on the work attitudes (i.e., self-efficacy) and behaviors (i.e., innovative
behavior) of their employees [25]. The association between EL and IWB is based on social
exchange theory. Since ethical leaders’ fair and balanced judgments boost employees’
perceptions of being in a social exchange relationship [25,26], employees reciprocate this
conduct in the mode of IWB.

When looking at the impact of EL on employees’ innovative conduct, it is important
to consider personal aspects [27]. Self-efficacy (SE) is a personality trait that promotes
innovation. Individuals with higher SE are more inclined to take on more difficult tasks
that require innovative thinking [28]. Hence, if employees perceive SE and expect the
outcome of the practice, they will show that behavior to achieve the set goals and are eager
to engage in more innovative initiatives for the organization. On the basis of social learning
theory, a mediating role for SE in the relationship between EL and employees’ IWB is
postulated. This occurs when ethical leaders improve their employees’ SE by setting a good
example and talking to them [29].

Moreover, numerous businesses have used work engagement (WE) in terms of col-
laboration to mobilize employees’ innovative zeal. The reservoir of resources that people
require to accomplish their tasks is captured by WE [30]. Some researchers have shown that
WE is a positive antecedent of IWB [31,32]. Furthermore, hardly any research has looked at
the impact of SE on WE [33]. To fill in these research gaps, this study looked at how SE and
WE might act as mediators between EL and IWB.

This study aimed to examine the following research questions:
Research question 1: How does EL impact IWB?
Research question 2: Does SE have a mediating impact on the relationship between EL

and IWB?
Research question 3: Do SE and WE have sequentially mediating effects on the rela-

tionship between EL and IWB?
This study contributes to social exchange theory and social learning theory by ex-

amining how EL is promoted in IWB subordinates through SE and WE based on the
empirical study of Thai bank employees. In some other research, alternative mediators,
such as psychological empowerment [34], trust [35], perceived meaningful work [22], and
self-esteem [21], were employed to examine this relationship. However, no study has specif-
ically investigated the connections between EL and IWB utilizing the above-mentioned
mediators. In short, our findings demonstrate how management can be set up to encourage
EL among branch managers and SE and WE among employees.
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2. Theoretical Background
2.1. Theoretical Background

Due to leadership being such an important element of the organization, it is likely
to affect employee attitudes and behavior significantly. The social exchange theory is a
commonly employed theoretical framework for understanding employee attitudes and
actions in an organization. It entails a sequence of interactions between individuals [36].
Homans [37] described social exchange as “the exchange of activity, tangible or intangible,
and more or less rewarding or costly, between at least two parties”. Furthermore, Blau [38]
expressed social exchange by suggesting that the nature of the connection between ex-
change partners may influence the process of social exchange. It occurs in organizations
when specific events lead to interpersonal interactions that are related to social exchange
relationships [39]. The supervisor is crucial in the social exchange [40]. Employees who
recognize their supervisor’s behavior as encouraging are more likely to engage in more
productive activities [41]. Employees prefer to reciprocate with productive actions and
attitudes when leaders strive to fulfill them progressively [42].

According to social exchange theory, leaders’ ethical effects on subordinates are re-
ciprocal [43]. Ethical leadership addresses how to manage the organization’s relationship
between leaders and employees. In interpersonal interactions, ethical leadership supports
employees’ rights and places a premium on equality, freedom, respect, and other essential
human rights [44]. As a result of the foregoing discussion, it is possible that employees
might realize their own contributions from work; that is, they develop a strong feeling of
responsibility for genuine return and are eager to engage in more innovative operations
for the business. Similarly, we applied social exchange theory to describe the underlying
mechanism relating to ethical leadership and innovative work behavior among employees.

Moreover, the present study also used social learning theory as a theoretical framework
to describe the effect of EL on SE [45] and EL with IWB through SE. Bandura [46] explained
that human behavior and personality are influenced by three factors: behavior, cognition,
and environment. This leads to the notion of SE, which states that a person may assess his
or her ability to handle various situations that have occurred to them. According to the
general principles of social learning theory, people can learn by seeing others’ behavior,
and the effects of that action, and learning, are influenced by behavioral factors.

2.2. Conceptual Model

The principles of social exchange theory suggest that the attitude and behavior of
employees are the most strategic and critical aspect of business. Ethical leadership in
an organization is the primary determinant of innovative employee work behavior [21].
Figure 1 depicts the conceptual model that we constructed. Obviously, the relationship
between EL and IWB is derived from social exchange theory. The social learning theory
inspired further direct and indirect paths and the mediated models.
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3. Hypotheses Development
3.1. Ethical Leadership and Innovative Work Behavior

Leadership is one of the essential components of any organization. There are a vari-
ety of traits and features that define good leaders [47]. Good leaders are those who are
competent and ethical in their actions. Respect, reliability, support, character, altruism, trust-
worthiness, group motivation, and equity are a few examples of admirable traits [48,49].

Leadership is viewed as a skill that requires theoretical knowledge and the capability
to behave ethically and purposefully in certain circumstances based on experience, instinct,
discernment, and widespread information [50]. Several business scandals, the global
financial crisis, and the recent coronavirus outbreak have all raised awareness of the
importance of EL [22]. Academics and practitioners alike respect EL [21]. EL is the
promotion of ethical behavior through conscious management and the practice of ethics, in
addition to holding all employees accountable for it [51]. Brown, Treviño, and Harrison [24]
define EL as the show of strength of appropriate normative behavior through interpersonal
relationships and personal actions, combined with Ofori’s [47] endorsement of such suitable
conduct to employees through decision-making, support, and two-way correspondence.

In general, EL can be thought of in two ways: individual and management levels. EL
is a moral individual who is honest, meritorious, trustworthy, compassionate, and just,
and who demonstrates these values in their everyday work and personal life [52,53]. At
a management level, ethical leaders who are committed to ethics are supposed to have a
positive effect on their employees by promoting integrity, supporting their subordinates,
and encouraging their development, and by increasing the significance and independence
of work and settling on sensible and reasonable choices [27,54]. Hence, EL is critical in
today’s dynamic work environment and an organization’s operation [22].

For the organization to survive and manage a sustainable competitive edge in today’s
world, it must constantly innovate to adapt to the external environment [55–57]. Employees’
inventive conduct is one of the essential factors in the growth of innovation in the organiza-
tion and the maintenance of sustainability in an ever-changing world [21]. Additionally,
employees’ IWB is important because it is both a requirement for meeting the changing
needs of the market today and a source of competitive advantage [58].

IWB refers to a set of behaviors in which employees seek out and discover new oppor-
tunities and solutions in the workplace and work to put them into practice, such as actively
seeking out and finding new opportunities and arrangements, making arrangements, the
generation of ideas, pursuing sponsorship, advancing generated ideas, and conducting fea-
sibility tests [59]. Moreover, introducing some valuable new ideas, processes, or procedures
and their implementation is part of an employees’ IWB [60].

Effective leadership behavior is important to encourage employees to engage in IWB.
Innovation may be a challenging process loaded with risk [21]. According to this study,
EL has an impact on employees’ IWB. It is the result of EL emphasizing the importance
of doing work that benefits others. Then, subordinates understand the importance of
their work and are enthusiastic about producing advanced ideas and putting them into
practice to achieve the organization’s targets [61]. Additionally, EL would consider their
subordinates’ jobs dynamic and give them work independence, including the opportunity
and judgment to determine their timetable. Thus, they manage their responsibilities and
fewer constraints in suggesting, encouraging, and executing creative ideas because more
work by self-determination will encourage employees’ IWB [62].

Apart from the previously mentioned study findings, a growing body of evidence
points to a link between EL and IWB [22,63]. Considering theoretical arguments and
empirical evidence, the researchers may develop the next hypothesis.

H1. Ethical leadership is positively related to innovative work behavior.
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3.2. Ethical Leadership and Self-Efficacy

SE is the most important part of human agency in everyday life, as it turns context
knowledge into action [29]. When ethical leaders demonstrate guidance and inspiration [45],
employees gain confidence in their competence and reinforce their persuasive and personal
conduct standards. This method works towards increasing employees’ SE. By facilitating
better SE levels through vicarious or observational learning and seduction, Zhu et al. [64]
also demonstrated that kindness and people-oriented ethical leaders enhance employees’
job-related skills, improvement, and confidence. Ethical leaders can also raise followers’
SE by improving expertise and affective arousal through active mastery and attempting to
teach employees to ponder their own choices. This mechanism boosts employees’ SE [65].

A psychologically healthy workplace can be generated by ethical leaders who care
for their employees and would like them to achieve, where they can engage in active
mastery [66]. Employees’ SE rises as a result. Specifically, employees with high SE can
outperform others in terms of productivity [45]. Many studies’ findings have backed up
the benefit of EL on SE [65,67,68]. As a consequence, the following hypothesis emerged:

H2. Ethical leadership is positively related to self-efficacy.

3.3. Self-Efficacy and Innovative Work Behavior

SE is described as “people’s beliefs about their capabilities to produce designated levels
of performance that exercise influence over events that affect their lives [69].” Individuals
who have a strong perception of SE will probably have greater levels of accomplishment
and a stronger resolve to withstand irritation and stay fixated when challenges emerge [29].
According to Stajkovic [70], individuals with more certainty are bound to start a new
movement, seek them, and keep up with them over the long haul because they are more
confident in their ability to manage what they desire to accomplish or what is expected of
them. Consequently, employees with higher levels of SE are more likely to come up with,
promote, and execute innovative ideas.

IWB is defined as “an individual’s conduct aimed at initiating and intentionally
introducing new and valuable ideas, processes, products, or procedures within a work
role, group, or organization [71]”. Individuals’ IWB in organization activities include
searching for advanced ideas, advocating ideas at work, and collecting funds or setting up
to execute ideas [59]. Employees with greater levels of SE are able to participate in more
IWB. According to previous research, people with higher levels of SE try to improve work
procedures, take on challenging work, and participate in IWB [72,73]. Hence, we proposed
the following hypothesis:

H3. Self-efficacy is positively related to innovative work behavior.

3.4. The Mediating Role of Self-Efficacy

Hypotheses 2 and 3 encourage EL to enhance SE and SE to reinforce IWB, respectively.
Ethical leaders influence followers’ SE as appropriate role models who help employees
achieve their full capacity at work [29,46]. Furthermore, ethical leaders enhance employees’
IWB by providing opportunities for followers to expand their knowledge. According to
social learning theory [29], it is believed that SE plays a mediating function. It is confirmed
in the literature that EL is related to IWB via SE as a mediator [73]. This study postulated
the following relationship based on the above-mentioned arguments:

H4. Self-efficacy mediates the relationship between ethical leadership and innovative work behavior.

3.5. Self-Efficacy and Work Engagement

Work engagement is expressed as a pleasant, gratifying, and motivating state of mind
marked by vigor, dedication, and absorption concerning their job [30]. High energy levels
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and mental resilience and a desire to put forth effort and perseverance in the face of
adversity describe vigor. A feeling of importance, affection, motivation, pride, and daring
are all qualities of dedication. Finally, absorption is defined as complete focus on one’s
task [74].

Employees’ SE is essential in increasing their comfort levels when confronted with
unexpected occurrences. Shifts in SE are closely linked to shifts in well-being indicators
such as engagement [75]. According to Bakker and Demerouti [76], distinct personal active
coping styles, such as SE, have been associated with WE. Correspondingly, Pintrich and
De Groot [77] stated that SE is a facilitator in the management of cognitive engagement.
Additionally, Xanthopoulou et al. [78] noted that the motivating process that leads to en-
gagement is influenced by SE. Along with the previously stated rationale, we hypothesize:

H5. Self-efficacy is positively related to work engagement.

3.6. Work Engagement and Innovative Work Behavior

Work engagement is an affective–motivational condition of work-related well-being
that is permanent and widespread and does not depend on any specific object, situation,
or person. [79]. WE has been recognized by academics and practitioners as a factor that
should be examined since it may encourage employees to undertake the action [80,81],
leading to IWB. Positive employee behaviors, including unrestricted and non-mandatory
actions, and ingenuity, creativity, and innovation, are the results of WE [31].

Individuals who are engaged at work are more likely to accept difficult conditions
while maintaining their attention and devotion. Because creative work behaviors are
difficult to execute owing to the amount of effort required, people’s energy levels, mental
resilience, attention, enjoyment, participation, and internal motivation to make a difference
aid them in engaging in innovative activities. Engagement at work increases the likelihood
that employees will share their work information, effectively communicate new suggestions
and new ideas to their colleagues [82], and convert fresh concepts into practical applications.
Employees engaged in their work can demonstrate IWB by suggesting and executing
ideas that might enhance existing procedures while also opening up new and unexplored
opportunities. What follows are some hypotheses based on this evidence:

H6. Work engagement is positively related to innovative work behavior.

3.7. The Sequential Mediating Role of Self-Efficacy and Work Engagement

Hypotheses 2, 5, and 6 encourage EL to enhance IWB via the mediation of SE and WE.
The literature has shown that EL and SE are connected [67]. In addition, multiple studies
have shown a link between SE and WE [75] and demonstrated that WE has a positive effect
on IWB [31]. According to the findings of Llorens et al. [83], an increase in SE leads to a rise
in engagement, which improves the performance, such as IWB.

There is no research investigating the sequential mediating role of SE and WE between
EL and IWB. The current study was carried out to address the literature gaps by providing
empirical substantiation for the postulated links in the organizational context. Consistent
with the upper echelon perspective, we hypothesize:

H7. Self-efficacy and work engagement sequentially mediate the relationship between ethical
leadership and innovative work behavior.

4. Methodology
4.1. Overview of Sample and Data Collection

This research utilized data acquired through a survey questionnaire sent across the
Thai banking sector. The banking business is characterized by a high reliance on knowledge
and expertise, and an abundance of personal contacts [84] due to its highly trained staff,
well-established organizational structures, and extensive personal ties.
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The banking industry is making ever-increasing contributions to the expansion of the
economy [85]. Because banks basically act as mediators between the ultimate borrowers,
who are the investors, and the ultimate lending institutions, which are the savers in
a community, the growth of the banking industry also has a profound impact on the
development of other areas of the economy. This is especially true of the real economy.
When it comes to coming up with new products and unique (financial) solutions, the
banking industry is one of the most innovative and creative [86].

Employees working in banks in southern Thailand were chosen as respondents be-
cause of their expertise in workplace innovation. The research design for this study was
based on cross-sectional data collected from bank employees in southern Thailand. In this
study, the components were assessed using a self-reported questionnaire. Based on basic
random selection, there were 33 banks in operation in Thailand, including 14 commer-
cial banks, 5 state banks, and 15 foreign banks. In this study, only the eight commercial
banks with the most branches in the south of Thailand were selected. Data were gathered
during November–December 2021, which were operating in the five southern provinces
of Thailand.

The participants of this study were picked at random from the employees of the
various branches and work units of these banks, with a similar number of responders in
each bank. The shortlisted banks’ managers or vice managers were asked to disseminate the
questionnaire to their employees. Employees chosen for the survey were informed that their
involvement was fully optional and that their identities would be kept private. Employees
were asked to evaluate their perception of the branch manager’s ethical leadership in
terms of self-efficacy, work engagement, and innovative work behavior. These were
self-evaluations.

An overall response rate of 76.03% was achieved by delivering 580 surveys, of which
441 included complete and error-free responses. The participants were asked to fill out
a questionnaire that included questions on the factors and some demographic information.
The respondents’ profiles are exhibited in Table 1.

Table 1. Respondents’ profile.

Variables Values n (441)

Gender Females 75.70%
Males 24.30%

Education diploma 1.80%
Bachelor’s degree 78.30%
Master’s degree 18.80%

Ph.D. 1.10%

Age 20–30 years old 35.40%
31–40 years old 48.60%
41–50 years old 12.20%
51–60 years old 3.80%

Organizational tenure 1–10 years 77.20%
11–20 years 14.70%
21–30 years 7.00%
31–40 years 1.10%

4.2. Measures

The questionnaires were translated into Thai from English. This study used traditional
translation and back-translation procedures to confirm the study instrument’s reliability
and validity [87]. This study first translated the original instrument into Thai, then had
an English specialist who is Thai translate the Thai version back into English, remarking on
any ambiguous elements. Eventually, two local Thai speakers were asked to pre-test the
Thai adaptation of the scales, and they tracked down no serious understanding issues.
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Ethical leadership was evaluated using a 10-item ethical leadership inventory by
Brown, Treviño, and Harrison [24]. Employees replied with 5 points on a Likert, ranging
from “1 = strongly disagree” to “5 = strongly agree” to the ethical leadership of their
supervisors. The following are some examples of scale items: “My leader defines success
not just by results but also the way that they are obtained” and “My leader sets an example
of how to do things the right way in terms of ethics.” This is the most extensively employed
scale to assess ethical leadership in the literature [88]. The Cronbach’s α value for this scale
was found to be 0.96.

Work engagement was examined using 17 items from the scale developed by Schaufeli,
Salanova, González-Romá, and Bakker [30]. The scale’s elements indicate three elements:
vigor, dedication, and absorption. The vigor and absorption dimensions are made up of
six items, but the dedication dimension is made up of five items. In total, the items were
appraised on a scale ranging from “1 = never to 7 = always”. The sample items for each
dimension are: “I can continue working for very long periods at a time. (vigor),” “I am
proud of the work that I do (dedication),” and “I feel happy when I am working intensely
(absorption)”. The three elements are highly interconnected, prompting many researchers
to suggest calculation of an overall work engagement score for additional analysis [89,90].
The Cronbach’s α value for the scale was 0.96.

Self-efficacy was measured using an 8-item scale by Chen et al. [91]. This scale has
been used in several empirical investigations to assess employees’ self-efficacy [92,93]. The
sample scale items include “I believe I can succeed at most any endeavor to which I set
my mind.” and “I am confident that I can perform effectively on many different tasks”.
The responses were assessed on a 5-point scale, ranging from “1 = strongly disagree” to
“5 = strongly agree”. The reliability value for the instrument was found to be 0.92.

Innovative work behavior was measured using a 10-item scale by De Jong and
Den Hartog [60]. This instrument has been used to evaluate IWB in various empirical
studies [31,94]. “I pay attention to issues that are not part of my daily work” and “I attempt
to convince people to support an innovative idea” represent items on the sample scale.
Employees were polled on their thoughts on the IWB. The items were rated on a 5-point
Likert scale from “1 = strongly disagree” to “5 = strongly agree”. The alpha reliability of
this instrument was 0.95.

4.3. Common Method Variance

All variables this the study were obtained from a single source and at a single point
in time. Therefore, common method bias could undermine the validity of the study. We
implemented the procedural remedies from [95] to address common methods of variance.
We ensured that all necessary permits were obtained and that respondents were adequately
informed of the study’s objective and methodology. This was carried out to eliminate
response bias among the respondents. In addition, independent and dependent variables
were anchored on distinct scales. We did not organize the questionnaire’s constructs
according to the examined relationships. Moreover, all scale items were derived from
previously established research. Furthermore, we used the statistical solutions proposed
by [96]. We conducted a Harman single-factor test to investigate common method bias. The
first factor accounted for 38.06 percent of the variance, far less than the 50% criterion [97].
Hence, common method bias was considered to not be a significant issue.

4.4. Control Variables

This study consisted of age, gender, education, and organizational tenure, as these
criteria have been connected to IWB [98]. Nonetheless, these control factors did not affect
IWB. This study anticipated that by including nonsignificant control variables, the degree of
freedom would be reduced [99]. Finally, to maintain statistical power, they were excluded
from the final analysis.
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4.5. Data Analysis

With the aid of SPSS PROCESS 24, a regression method was used to analyze the hy-
potheses, and the effects of mediation were explored using bootstrapping techniques [100].
This approach evaluates direct and indirect effects using simple least square methods.
A bootstrapping approach was used to calculate indirect effects.

For the organizational level, this study calculated the interrater agreement (rwg) and
intraclass correlations (ICCs) [101]. The between-unit disagreement was measured using
the intraclass correlation (ICC) while the within-unit agreement was measured using the
inter-rater agreement (rwg) [101,102].

The ICC (1) value should be more than the traditional criteria of 0.05 [102] while the
ICC (2) value should be greater than the literature-suggested requirement of 0.70 [103]. The
intraclass correlation coefficient (ICC) values from the sample were evaluated to observe
whether any consistent variance existed.

The average rwg score was 0.64, with individual rwg values ranging from 0.00 to 0.78,
showing that interrater agreement was low [102]. The ICC (1) = 0.06 and ICC (2) = 0.47
were also calculated. There was no requirement for multilevel analysis, and there were no
significant differences at the group level to compare [104].

4.6. Confirmatory Factor Analyses

The construct validity of the variables was examined before the hypotheses were
tested. This study used SPSS AMOS 21 to conduct a series of confirmatory factor analyses
(CFA) to explore the uniqueness of the research variables using chi-square statistics and
the fit indices of RMSEA, RMR, GFI, NFI, TLI, and CFI [105]. The fit indices supported
the four-factor model for EL, SE, WE, and IWB that was proposed: χ2 = 482.990, df = 458,
χ2/df = 1.055 (p = 0.202), RMSEA = 0.011, RMR = 0.015, GFI = 0.943, NFI = 0.969, TLI = 0.998,
and CFI = 0.998. The CFA findings confirm the distinctness of the four study variables for
analytical purposes even further.

5. Results
5.1. Measurement Model

This study used the internal consistency, construct convergent validity, and construct
discriminant validity to assess the assessment model’s suitability. Cronbach’s alpha (alpha)
and composite reliability (CR) checks were applied to define the build dependability. To
ensure reliability through interitem consistency, Cronbach’s alpha and CR are normally
utilized. Both of them must have a value greater than 0.7 [106,107].

As presented in Table 2, the interitem consistency was established because all the
constructions’ alpha and CR values were greater than 0.7. Items must have a factor loading
of 0.7 or above [108]. There must be a minimum of 50% variance in the construct for it to be
considered valid. There must be a minimum of 0.5 average variance extracted (AVE) for
each construct [108]. Convergent validity was determined for both items and constructs, as
shown in Table 2, with a reasonable level of loading for each construct exceeding 0.7 and
AVE exceeding 0.5, respectively.

Table 2. Reliability and validity.

Variables Min Loading Alpha CR AVE
HTMT Ration

(1) (2) (3)

1. Ethical leadership 0.843 0.965 0.970 0.764
2. Self-efficacy 0.812 0.939 0.952 0.767 0.222
3. Work engagement 0.725 0.946 0.955 0.705 0.113 0.144
4. Innovative work behavior 0.742 0.956 0.962 0.718 0.730 0.249 0.182

The discriminant validity indicated that the model’s constructs were distinct from one
another. This research employed the heterotrait–monotrait (HTMT) ratio to determine the
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discriminant validity. When the HTMT ratio is smaller than 0.9, the discriminant validity is
established [109]. Table 2 shows that all the constructs have an HTMT ratio of less than 0.9,
indicating discriminant validity. Table 3 presents the factor loading of all constructs. The
findings demonstrate that the measurement model is suitable for measuring the constructs
in the model.

Table 3. Factor loadings of constructs.

Latent Variables Measure Items Factor Loadings

Ethical leadership Conducts his/her personal life in an ethical manner 0.872
Define success not just by results but also the way that they are obtained 0.854
Listens to what employees have to say 0.864
Disciplines employees who violate ethical standards 0.887
Makes fair and balanced decisions 0.891
Can be trusted 0.889
Discusses business ethics or values with employees 0.843
Sets an example of how to do things the right way in terms of ethics 0.900
Has the best interests of employees in mind 0.849
When making decisions, asks “what is the right thing to do?” 0.891

Self-efficacy I will be able to achieve most of the goals that I have set for myself. 0.872
When facing difficult tasks, I am certain that I will accomplish them. 0.954
In general, I think that I can obtain outcomes that are important to me. 0.899
I believe I can succeed at most any endeavor to which I set my mind. 0.917
I will be able to successfully overcome many challenges. 0.809
I am confident that I can perform effectively on many different tasks. 0.950
Compared to other people, I can do most tasks very well. 0.954
Even when things are tough, I can perform quite well. 0.915

Work engagement At my work, I feel bursting with energy 0.767
At my job, I feel strong and vigorous 0.807
When I get up in the morning, I feel like going to work 0.821
I can continue working for very long periods at a time 0.831
At my job, I am very resilient, mentally 0.898
At my work, I always persevere, even when things do not go well 0.929
I am enthusiastic about my job 0.882
I find the work that I do full of meaning and purpose 0.902
My job inspires me 0.911
To me, my job is challenging 0.898
I am proud of the work that I do 0.887
Time flies when I am working 0.827
When I am working, I forget everything else around me 0.887
I feel happy when I am working intensely 0.916
I am immersed in my work 0.868
I get carried away when I am working 0.906
It is difficult to detach myself from my job 0.913

Innovative work behavior I pay attention to issues that are not part of my daily work. 0.810
I wonder how things can be improved. 0.743
I search out new working methods, techniques, or instruments. 0.833
I generate original solutions for problems. 0.874
I find new approaches to execute tasks. 0.849
I make organizational members enthusiastic for innovative ideas. 0.863
I attempt to convince people to support an innovative idea. 0.852
I systematically introduce innovative ideas into work practices. 0.885
I contribute to the implementation of new ideas. 0.868
I put effort in the development of new things. 0.886

5.2. Structural Model

The postulated construct-to-construct relationships were tested using SPSS PROCESS
version 24. The correlational analysis investigated the relationship between the constructs.
The correlation between the constructs is shown in Table 4, along with their significant
values. IWB was proven to be positively associated with EL, SE, and WE. Similarly, SE was
linked to EL and WE favorably. A same conclusion can be drawn about the relationship
between WE and EL.
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Table 4. Means, standard deviations, and correlations.

No. Variables Mean SD 1 2 3 4

1 Ethical leadership 4.50 0.61 1
2 Self-efficacy 4.37 0.61 0.196 ** 1
3 Work engagement 5.41 0.81 0.110 * 0.127 ** 1
4 Innovative work behavior 4.02 0.69 0.700 ** 0.204 ** 0.165 ** 1

** p < 0.01, * p < 0.05.

The presence of multicollinearity is evident when the correlation between independent
variables exceeds 0.9 [110]. In addition, for independent variables, variance inflation factors
(VIFs) are generated to check for multicollinearity. The maximum VIF value that can be
used is 4 [107]. The VIF values ranged from 1.027 to 1.076, emphatically demonstrating that
multicollinearity was not an issue.

The SPSS PROCESS was utilized in the next structural equation modeling method to
discover evidence for the provided hypotheses. Two types of hypotheses were proposed:
one looking at the direct effect and the other looking at the mediating influence. It was
hypothesized that EL impacts IWB (H1) and SE (H2); SE is positively related to IWB (H3)
and WE (H5); and finally, WE is positively related to IWB (H6).

The findings in Table 5 show that EL has a significant impact on employee IWB
(β = 0.689, p < 0.001). The relationship between EL and SE is significant (β = 0.202, p < 0.001).
Similarly, SE is also related to IWB (β = 0.087, p = 0.014) and SE is associated with WE
(β = 0.141, p = 0.024). Finally, the relationship between WE and IWB is empirically
supported (β = 0.070, p = 0.014). Correspondingly, the five direct effect hypotheses
are supported.

Table 5. Structural model.

Effect Point Estimate SE
BC 95% CI

Lower Upper

H1: EL→IWB 0.689 0.035 0.619 0.759
H2: EL→SE 0.202 0.045 0.115 0.290
H3: SE→IWB 0.087 0.037 0.014 0.161
H4: SE→WE 0.141 0.062 0.018 0.263
H5: WE→IWB 0.070 0.028 0.014 0.126
H6: EL→SE→IWB 0.018 0.010 0.002 0.041
H7: EL→SE→WE→IWB 0.002 0.001 0.001 0.005

Note(s): EL = ethical leadership, SE = self-efficacy, WE = work engagement, IWB = innovative work behavior.

The final two hypotheses concerned the mediating relationship between EL and IWB.
This study identified two mediation relationships: one involving SE and the other involving
SE and WE. Both of the connecting pathways were supported by the findings. SE mediated
between EL and IWB (β = 0.017, p < 0.05). Furthermore, empirical support for the sequential
mediating relationship between EL and IWB via SE and WE was discovered (β = 0.002,
p < 0.05) as displayed in Table 5 (see Figure 2).

Figure 2 depicts the estimated paths. The equation can be expressed as follows:
Y3 = a + 0.689X1+ 0.087Y1+ 0.070Y2, when Y3 = IWB, X1 = EL, Y1 = SE, and Y2 = WE.
There is no standardized intercept. Specifically, it is equal to zero. As Figure 2 shows, if
EL increases for a one SD change, employee IWB will increase by 0.689 SD and employee
SE will increase by 0.202 SD. Likewise, if employee SE increases for a one SD change,
employee IWB will increase by 0.087 SD and WE will increase by 0.141 SD. In addition, if
WE increases for a one SD change, employee IWB will increase by 0.070 SD.
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5.3. Mediated Hierarchical Regression Analysis

Hierarchical regression was used to improve the precision of the mode, as demon-
strated in Table 6. SE was the dependent variable in the first model. Starting with the first
stage, EL was revealed to be a significant SE estimator (β = 0.212, p < 0.001). In the second
model, SE was a significant estimator of WE (β = 0.129, p < 0.01) in the first stage.

Table 6. Hierarchical regression model.

Stage Independent
Variables

Model 1
Self-Efficacy

Model 2 Work
Engagement

Model 3 Innovative
Work Behavior

1 Ethical leadership 0.212 *** 0.700 ***
Self-efficacy 0.129 **

R2 0.045 0.017 0.490
∆R2 0.045 0.017 0.490
∆F 20.616 7.412 421.259

Sig. ∆F 0.000 0.007 0.000

2 Ethical leadership 0.681 ***
Self-efficacy 0.091 **

R2 0.498
∆R2 0.008
∆F 6.867

Sig. ∆F 0.000

3 Ethical leadership 0.673 ***
Self-efficacy 0.082 *

Work engagement 0.084 *
R2 0.504

∆R2 0.007
∆F 0.065

Sig. ∆F 0.014

Note. * p < 0.05, ** p < 0.01, *** p < 0.001.
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In the third model, IWB was used as the dependent variable in a three-stage hier-
archical multiple regression. In the first stage of the regression, EL was introduced. SE
was entered in the second stage, and WE was entered in the third stage. At the outset,
EL contributed significantly to the regression model (β = 0.700, p < 0.001) and accounted
for 49.0% of the variation in IWB according to the hierarchical multiple regression. The
addition of SE explained an additional 0.8% of the variation in IWB, with a significant shift
in R2 (β = 0.091, p <0.01). Finally, the inclusion of WE in the regression model explained an
additional 0.7% of the variation in IWB, with a significant change in R2 (β = 0.084, p < 0.05).
In the third stage of the regression model, all three independent variables were included.
EL was the most important predictor of IWB, accounting for 42.9% of the variation in IWB.
The three independent variables accounted for 50.5% of the variance in IWB.

6. Discussion

This study’s findings support the findings of previous investigations. According to
this study’s findings, EL fosters IWB among employees, which is consistent with previous
findings [21,22,63]. Because of the various forms of support provided by EL, employees feel
important and relevant to the organization, which gives them the confidence to adopt IWB.

This study’s findings indicate that EL is linked to employees’ SE, which is consistent
with previous findings linking EL to SE [65,67,68]. Ethical leaders improve the SE of their
followers through verbal encouragement and direct examples.

SE has a positive relationship with IWB. These findings align with previous SE re-
search [72,73]. Haines-Gadd [111] also found that training can increase a person’s sense of
self-efficacy and that IWB is also linked to certain job-related skills.

SE was found to have a favorable relationship with WE in this study. This study
supports a previous finding that showed a link between employee SE and WE [75,78].
The confidence in one’s own competence is a necessity for experiencing vitality and job
motivation. Moreover, SE is a prerequisite for commitment since people are more likely to
give up if they believe they are utterly incompetent [112].

The last direct link investigated in this study was between WE and employee IWB.
The conclusion supports a previous study that found a link between WE and IWB [31,113].
Positive feelings improve thought–action patterns, hence increasing the likelihood of IWB
according to the positive effects of WE on IWB.

In this study, two connecting mechanisms between EL and IWB were employed.
Two mediating routes were employed in this research: (1) SE as a mediator between EL and
IWB; and (2) SE and WE as sequential mediators between EL and IWB of the employees.
This study also found that SE plays a role in the relationship between EL and IWB as
a partial mediator. This also corresponds to previous literature [73]. This study demon-
strates that EL has a beneficial effect on IWB, mostly due to the various sorts of support
supplied by EL, which enable employees to have a high level of SE and, as a result, moti-
vates them to engage in IWB. Based on the information available, there is only one piece
of evidence indicating the function of SE in mediating the relationship between EL and
the employee’s IWB. Furthermore, there are similar pieces of evidence, such as Ma, Cheng,
Ribbens, and Zhou [65], which found that the influence of EL on employees’ creativity is
mediated by SE. This study contributes to bridging the gap and addressing requirements
by introducing self-efficacy mediating variables [27].

As hypothesized, SE and WE sequentially mediate the relationship between EL and
IWB. This is one of the first studies to illustrate a sequentially mediated beneficial rela-
tionship between EL and IWB. Previous studies revealed the sequential mediating effects
of trust and job crafting on the link between servant leadership and IWB [114]. Further,
between servant leadership and IWB, psychological empowerment and job crafting were
discovered to be sequential mediators [115]. Additionally, psychological empowerment and
proactive employee behavior mediate the interaction between transformational leadership
and innovative behavior in a sequential approach [116]. This study provides empirical
evidence that SE and WE can indeed inspire IWB. Employees who display a high level of
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SE and WE at work can participate in IWB, paving the way for additional in-depth research
links between EL and IWB.

7. Theoretical Contribution

This study’s findings provide empirical evidence for the researcher to consider and
increase our understanding of EL function in various ways. This study revealed previously
undiscovered aspects of the mediating mechanism. This study’s initial contribution is
an endeavor to broaden the theoretical lens employed by current research. SE was used as
a mediator between EL and IWB in this study. There is only one existing piece of evidence
declaring that SE is an appropriate mediator between EL and IWB, as employed by [73].

The social learning theory informed the current study’s SE as a mediator [46]. Leader-
ship guidance entails self-confidence, assertiveness, self-reliance, and the ability to adapt
to new conditions, which the supported, facilitated, and appreciated employee utilizes to
acquire more SE. Because of its beneficial impacts on employee well-being, SE can boost
positive emotions, which employees utilize to generate and implement ideas, resulting in
the emergence of second-stage IWB.

This study’s second contribution is the employment of sequential mediators between
EL and employee IWB. Employee-centric EL boosts employees’ SE. After, SE enhances
WE. Employees eventually adopt IWB as their SE and WE improve. To begin with, they
practice SE by altering their capacity to perform the actions needed to accomplish certain
performance objectives [46]. Employees’ SE improves their confidence in their abilities
and control over their motivation (i.e., work engagement) and behavior (i.e., innovative
work behavior). With the increased quantity of energy invested in goal attainment, there
is a greater chance of achieving certain levels of behavioral performance [29]. Thereafter,
this study indicates that high degrees of WE are associated with high levels of energy,
perseverance, identity, and goal-directedness, and high levels of engagement are associated
with more proactive work behavior. (i.e., innovative work behavior) [1]. Employees can
generate new ideas, which is the first part of IWB. They can also work on putting those
ideas into action, which is part of IWB’s implementation.

This empirical evidence from SEM models of the cross-sectional relationships in the
sequential mediators model supports the necessity to include a new antecedent and the
consequences of IWB. After learning the study’s outcomes, it is proposed that researchers
expand the literature by looking at additional different consequences of EL.

8. Practical Contribution

These findings have a huge impact on leadership’s contemporary manifestations and
framework today, with consequences for benefiting practitioners and managers from this
study’s practical recommendations. To begin with, there is a solid correlation between
organizational members’ perceptions of EL and their IWB. Therefore, it is suggested that
supervisors demonstrate ethical behavior at work by recognizing subordinates’ integrity,
inspiring them to offer fresh ideas, and empowering them to execute innovative ideas
confidently. Specifically, employees should improve their work by first demonstrating EL,
and then starting to display IWB.

Second, as a result of this research, perceived EL favorably influences SE and IWB.
Hence, to foster innovation, managers should communicate and exercise their ideas openly
with employees. Managers can also use training activities that increase employees’ confi-
dence in their ability to engage in IWB. It has been demonstrated that self-efficacy can be
enhanced by training initiatives that emphasize self-management or mastery modeling and
supportive supervisory methods, such as delivering positive feedback. They should keep
in mind that employees first engage in SE before moving on to IWB. Managers must wait
until after they have encouraged SE before introducing or promoting IWB, as IWB emerges
once SE has been completely established.

Third, according to this study, SE, which ensures EL, encourages employees to remain
in WE, which generates confident emotions, which are then utilized to invest in IWB. To
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put it another way, employees’ IWB may be fostered by managers’ use of EL to enhance
employees’ SE, which in turn can promote WE toward IWB. Managers must be knowledge-
able of SE and WE in managing the relationship between the two. The most important
practical result of this study is that it suggests that training, development programs, and
carrying out directing activities, such as coaching, mentoring, and workshops, can create
positive states of mind (i.e., self-efficacy and engagement) for employees in organizations.

Finally, this research provides useful implications for national policy related to the
development of banks in Thailand. Fostering EL for bank leaders would directly promote
the digital economy of Thailand. The Thai government started its ambitious plan to build
Thailand as a digital economy and a regional digital hub in 2016. [117]. In addition to
intensive investment, one of the important actions is to boost innovation in this plan
through upskilling of employees’ digital skills such as AI and data analytics [117]. The
stable development of Thailand is attributed to its bank-based economy. Whether the
banking industry can adapt to the competitive innovation environment will determine the
development trends of the future digital economy. Meanwhile, our study found that the
EL of Thai banks could have an impact on the innovation of the banking industry. Thus, a
sufficient number of bank leaders with high EL would contribute to the digital economy of
Thailand through innovation from banks.

9. Limitations and Future Research

Several limitations in this study suggest additional investigation is needed. To start
with, the current study explored the influence of EL on employees’ IWB through the
mediating function of SE and WE. More moderating or even mediating variables, such as
hope, creativity, and organizational identity, should be included in future studies. Second,
in collecting data, future researchers might utilize managers to evaluate themselves by
the rate of the EL survey. Managers might also be asked to assess how innovative their
employees are at work. Third, less focus was placed on cultural influences when studying
the relationship between the various factors examined in this study. Future research could
investigate the effect of cultural influences on these variables, as Thailand is a collectivist
nation with potentially distinct results from developed countries. Fourth, our research
was based solely on individuals. It is advised that collective SE and WE are studied at
multiple levels. Therefore, future research must examine how the SE or WE of individual
employees contributes to the SE or WE of the entire organization or group. Finally, this
study used social exchange theory as the framework for developing hypotheses, which
is a novel approach. Building on the tenets of the componential theory of creativity may
help to uncover intriguing insights into how an individual’s creativity may contribute to
innovative work behavior.

10. Conclusions

The aims of this study were to define the impact of EL on encouraging employees
to engage in IWB. Additionally, this study aimed to determine how employees’ SE and
WE interacted. Furthermore, this study examined the impact of EL on helping employees
improve their SE and sought to determine SE’s role in assisting employees in their WE.
Moreover, this study also sought to impose the WE in facilitating employees’ IWB. Our find-
ings reflect the premise that certain behavioral psychology, such as self-efficacy and work
engagement, is significant in assisting employees to develop innovative work behaviors.
We believe that the current results will inspire additional research in this crucial field.
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