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Abstract: The business sector is rife with unethical managerial practices, such as blaming subordinates
for organizational failings, along with the exploitation of colleagues, favoritism, and conflicts of
leadership. In light of this, numerous researchers have endeavored to explain the phenomenon of
ethical perspectives and concerns. It is recommended that organizations in the SME sector adopt
ethical practices in order to achieve their long-term objectives. This study stresses the influence of
ethical leadership and technological innovation, particularly the mediating role of a positive attitude
in encouraging good performance. This study, which was conducted in the SME sector of Malaysia
in the state of Selangor, employed a convenience sampling technique for data collection and reports
that ethical leadership, technological innovation, and attitude significantly influence performance.
A mediating role of attitude in relation to technological innovation and innovative performance
is hereby reported, and attitude towards performance was found to have an insignificant effect
on ethical leadership and innovative performance. This study contributes to the existing body of
knowledge by explaining the role of ethical leadership and technological innovation in expressing
and assessing the revolutionary business practices required to ensure organizational success.

Keywords: innovative performance; ethical leadership; technological innovation; attitudes towards
performing well; SME

1. Introduction

The diversified approaches of effective governance have become increasingly preva-
lent in modern working environments, which are undergoing rapid changes that drive
competitiveness and organizational performance. As such, there is a greater emphasis
on professional practices that contribute to businesses’ organizational objectives and al-
low them to achieve organizational excellence. The developments stemming from the
implementation of unique, novel ideas generate possibilities for innovation in terms of
the products, services, procedures, or practices that are found to be progressive for busi-
nesses (Freire and Bettencourt 2020). Ethical leadership and intellectual capital have been
highlighted as important aspects of innovative business practices in the scientific literature;
further, the knowledge economy is observed to be an important trait of the innovative ini-
tiatives that are driving progress in the business sector (Migdadi 2019). Organizations have
stressed the importance of employee innovativeness, which is critical in the competitive
business environment of the 21st century (Ghosh et al. 2017). The growing complexity
of the organizational environment requires that employees embrace innovation in order
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to achieve organizational objectives. The contemporary business environment is flooded
with increasingly diverse customer demands and varying performance standards due to
ongoing technological advancements and globalization (Jordão et al. 2020).

Organizations have emphasized that effective leadership must incorporate new tech-
nologies to enhance employee performance in the competitive global market. Innovative
performance is essential to the achievement of core competencies. Innovativeness used to
be an inherent quality, but today, it is a necessity in the business world and is critical to
an organization’s success (Mendoza-Silva 2021). Appropriate training, development, and
experience enable individual employees to build upon their strengths in the workplace
environment. A business’s survival and success depend upon both the efficient utilization
of resources and the suitability of the training and experience that drive its operations.
To this end, in the current globalized business environment, scholars and practitioners
emphasize the importance of innovative behavior in employees, as it is critical to survival
and success. While it is important to consider novel ideas and emerging practices associated
with business operations at the workplace, it is even more important that employees are
encouraged to voice their opinions on issues that affect their performance (Mahoney and
Kor 2015; Ali Chughtai 2016). The culture of an organization plays a vital role in devising
innovative business strategies; in particular, a company’s leadership is instrumental to em-
ployees’ behavior, promoting the innovativeness that is central to the attitude of employees
(Javed et al. 2019).

Previous studies explained the influence of social capital, human capital, and ethical
leadership on predicting innovative performance. In one paper, it was reported that human
capital and social capital are key to predicting innovative performance and that ethical
leadership has a significant impact on innovation, informing organizational success and
performance (Ullah et al. 2021). Further efforts have been made to determine radical and
incremental innovation by ethical leadership through the mediating impact of both tacit
and explicit knowledge (Lei et al. 2020). In the aforementioned study, the researchers
incorporated ethical leadership, employee creativity, and knowledge sharing to predict or-
ganizational innovation. They also stressed the importance of knowledge sharing, intrinsic
motivation, and psychological empowerment with regard to organizational innovation
(Shafique et al. 2020). However, the phenomenon of innovative behavior has yet to be de-
scribed in the literature, indicating that numerous predictors may have been overlooked. In
this study, we intend to determine the phenomenon of innovative performance in relation
to leadership and technological innovation based on attitudes towards performance.

The technological era and the presence of digital transformation have changed the
business landscape in terms of operations, manufacturing, delivery, and management.
Previous studies have focused on the technological aspect of marketing products using
social media and artificial intelligence; however, there is a lack of empirical evidence
assessing the role of technology-related initiatives in the digital sphere with regard to
performance-related outcomes (Agnihotri et al. 2016). Technological innovations such
as disruptive technology and novel digital thinking now play a vital role in business-to-
business transactions via sophisticated IT-based applications. Firms are striving to adopt
various technological innovations to enhance the scale, quality, and value of their product or
service. One such innovation is online inventory management software, which significantly
enhances the efficiency and performance of business operations (Pagani and Pardo 2017).

Diverse leadership styles have attracted significant attention from researchers as one
of the striking antecedents of performance. An organization’s leadership must be appro-
priately aligned with the adoption and implementation of technological advancements,
altering business models and influencing employees’ behavior to ensure a smooth digital
transformation. Several studies have highlighted the relationship between technological
innovation and the success of a firm with the moderating effect of ethical leadership. It has
been argued that technological innovation increases performance standards, while ethical
leadership strengthens the association between technology and success (Lin et al. 2020). In
this study, we intend to explore the relationship between ethical leadership and innovative
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performance, as well as that between technological innovation and innovative performance,
in addition to the mediating role of attitude towards performance.

2. Literature Review

The success of an organization and the economic growth of a nation are known to
be influenced by the level of innovative activities that have been carried out in pursuit
of such objectives. As such, scholars have emphasized the degree of innovation that
should be aligned with the introduction, adoption, and implementation of the technological
advancements that will enhance an organization’s performance (Pradhan et al. 2018). In
light of the current hyperactive business environment and rapidly changing business
practices, increasingly globalized activities, constant technological advancements, and
shortened product life cycles, businesses must embrace innovation in order to gain a
sustainable competitive position. The number of individual- and organizational-level
factors influence the innovation and creativity of businesses, enhancing the value of their
products and altering business operations throughout the supply chain (Hughes et al.
2018). Here, we will explain the roles of ethical leadership and technological innovation
in predicting innovative performance and shaping attitudes towards performance. In
doing so, we will determine the mediating role of attitude in relation to ethical leadership,
technological innovation, and innovative performance.

2.1. Ethical Leadership, Innovative Performance, and Attitude towards Performance

Ethical concerns are becoming increasingly critical to modern business practices. As
such, to achieve a desirable working environment, it is necessary to implement a strong
moral framework. Previous studies have emphasized the importance of holding the leaders
of firms and organizations to a high ethical standard; failing to do so can have significant
consequences in the global business environment. The term “ethical leadership” refers to
various dialogic styles, modes of actions, and behaviors derived from a diverse array of
norms. Further, it has been understood as the mode of conduct necessary for promoting
effective communication, the reinforcement of social rules, and effective decision making
(Treviño et al. 2014). The ethical concern of team leaders was found to be influential in
shaping the behavior of employees and facilitating an ethical workplace environment
(Wiernik and Ones 2018).

Some researchers have argued that unethical behavior in the workplace takes the form
of blaming others, taking advantage of other employees, claiming credit for other people’s
work, and displaying favoritism, and discouraging such behavior is highly beneficial.
Scholars have empirically investigated the influence of ethical leadership on increasing
work engagement, employee well-being, and a firm’s performance (Sarwar et al. 2020).
Knowledge sharing among employees was found to be higher in the presence of ethical
leadership, suggesting the importance of incorporating ethical leadership when assessing
performance-related outcomes (Saeed et al. 2022). Previous research has also focused on
different leadership styles, including senior leadership, executive leadership, strategic
leadership (Lu and Yang 2010), complex leadership (Uhl-Bien et al. 2007), transformational
leadership (Javed et al. 2021), and administrative leadership (Javed et al. 2023). Ethical
leadership is defined as maintaining an effective working environment in accordance with
ethical standards that are tailored to each firm. The current study incorporated the ethical
perspective of leadership due to its striking association with performance-related issues,
emphasizing truthfulness and honesty, which are key elements of ethical leadership. Ethical
conduct in the workplace has achieved elevated importance due to its positive outcomes
and negative consequences. Finally, ethical leadership refers to showcasing normatively
conducted behavior via interpersonal relations and personal actions (Al Halbusi et al. 2020).

Previously, the literature has focused on the relationship between entrepreneurial
leadership and turnover intention, with the mediating effect of affective commitment and
moderating role of a person–job fit. One study revealed that affective commitment mediates
the relationship between entrepreneurial leadership and turnover intention. This study
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also reports a significant relationship between entrepreneurial leadership and turnover
intention (Yang et al. 2019). Efforts have been made to determine the moderating effects
of humane leadership, justice leadership, and moderating leadership between customer
orientation and competitive intensity in predicting the performance of a firm (Feng et al.
2019). Knowledge was found to be a notable factor, as organizations focus on knowledge
generation or adoption from external sources to ensure innovation. It has been revealed that
the experience, effective communication, and suitability of skills of employees contribute to
the innovation process and assist in the implementation of innovative ideas for conducting
business operations. Innovative initiatives can only be implemented by establishing the
common goals of stakeholders with the highly motivated mindset necessary to accept
such novel challenges. Employees with diverse backgrounds play an important role in
enhancing their abilities to fit the changing markets, demonstrating a level of trust and a
workplace culture that fosters innovative behavior through the adoption of an appropriate
leadership style built on strong ethical grounds and concerns (Yun et al. 2020).

The ethical perspective of leadership tends to influence employees’ skill level, enhanc-
ing their performance through the effective implementation of innovative initiatives. In
doing so, it fosters innovative behavior and encourages employees to indulge in creative
activities that lead towards innovation. The leaders in such environments are expected to
have an eagle eye on their changing working environment, market demand, and their cre-
ative process, encouraging innovative initiatives to affect the market. Innovation has been
considered a core competency as well, and the ethical perspective is a serious consideration
that affects the creativity of employees, resulting in innovative work behavior (Belleflamme
and Peitz 2015).

Service innovation behavior has been examined using the mediating effect of psy-
chological capital with ethical leadership as an independent variable. This study reveals
that ethical leadership has a significant impact on psychological capital and a significant
effect on service innovation behavior. Furthermore, psychological capital was found to
significantly mediate the relationship between ethical leadership and service innovation
behavior (Özsungur 2019). This study also focused on the relationship between ethical
leadership and organizational innovation with the mediating effect of employee creativity
and the influence of knowledge sharing, intrinsic motivation, and psychological empower-
ment, revealing that ethical leadership influences employee creativity and organizational
innovation. Further, employee creativity was found to significantly mediate the relationship
between ethical leadership and organizational innovation (Shafique et al. 2020).

The dimensions of innovation, including radical innovation and incremental innova-
tion, were found to be influenced by ethical leadership practices with the mediating effect
of knowledge sharing. One study argued that tacit and explicit knowledge collectively
mediate the relationship between ethical leadership and innovation (Lei et al. 2020). A
previous study explained the mediating role of human and social capital with regard to
ethical leadership and innovative performance. It also reported a significant impact on
performance-related outcomes as a result of appropriate leadership style and human and
social capital (Ullah et al. 2021). The impact of ethical leadership impacts worker engage-
ment, employee well-being, and firm performance as a result of ethical culture (Sarwar
et al. 2020).

Based on the above literature review, we argue that ethical leadership encourages
employees to take initiative and enhance their performance through innovation. This
paper also argues that appropriate ethical leadership shapes the attitudes of employees,
encouraging them to improve their performance in pursuit of organizational performance-
related objectives. Therefore, we devised the following hypotheses:

H1. Ethical leadership influences the innovative performance of employees in the SME sector
of Malaysia.
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H2. Ethical leadership influences the attitude towards performing well among employees in the
SME sector of Malaysia.

2.2. Technological Innovation to Innovative Performance and Attitude towards Performing Well

The current business landscape requires that intensive technological advancements
be instigated in business processes, allowing them to adapt to ever-changing economic
dynamics. This digital transformation has taken the competition to a new level, particularly
when it comes to using social media and mobile applications to digitize various processes
using artificial intelligence. The previous literature has emphasized these technological
advancements; however, there is still a need to investigate the relationship and impact of
the technological perspective in the digital sphere. In a study that assessed the relation-
ship between firm performance and technological innovation with the moderating role of
ethical leadership, it was argued that the continued presence of technological innovation
has the potential to influence organizational performance, and the ethical concerns of a
leadership and organizational approach influence a firm’s performance by strengthening
the relationship between the adoption of technological innovation and the firm’s perfor-
mance (Lin et al. 2020). The researchers argued that business-to-business transactions are
being conducted via electronic media which enable effective communication, making it
easier for firms to satisfy their organizational needs and accomplish their objectives. Other
studies discussed the role of social media in increasing sales and satisfying customers’
needs through constructive feedback (Nunan et al. 2018); the acceptability of technological
advancements at both nodes, including the management of firms and its employees and
users (Lacka and Chong 2016); the relationship between stakeholders and interactions with
stakeholders in relation to a diverse range of issues faced by the firm (Wang et al. 2016);
and innovations related to marketing and branding (Nguyen et al. 2015).

The literature has also investigated the role of social media and mobile applications,
whose increasing popularity make them the perfect platforms for producing, consuming,
and exchanging various goods while ensuring that the integrity of information remains
intact. The latter is a crucial consideration when marketing products to a wide audience, as
disinformation can have a significant negative impact on an organization’s objectives and
impede a firm’s ability to connect with consumers (Tandoc et al. 2018).

Innovation must be embedded in an organization’s operational processes to allow it to
compete with the rest of the market. The development and adoption of newer technology,
merging of existing technologies, and utilization of such technological knowledge in
a firm all fall under the umbrella of innovation. Firms must strive to implement the
new technological advancements related to novel products that must be distinct from
existing products. The adoption of technological innovation enables the development of
such competitive products and offers businesses various benefits that cannot be achieved
by less technologically advanced firms. Resources also play an important role in the
development of diverse and distinct products, as obtaining unique resources will help firms
develop products superior to those of their competitors (Hee et al. 2019). Prior research has
considered the impacts of product innovation, process innovation, marketing innovation,
and organizational innovation, all of which influence a company’s performance (Singh and
Hanafi 2020).

The performance of organizations largely depends upon innovative initiatives through
the utilization of technologies, and as such, scholars have conducted extensive exploration
of this phenomenon. Three categories of innovations described by researchers, including
product innovation, process innovation, and organizational innovation, enable firms to
employ novel methods for improving their processes. Previous work has depicted the
correlation between innovative practices and the performance of a firm. For example,
researchers assessed the performance of firms based on their sales performance, speed
to market, and new product performance (Hanelt et al. 2021; Chindasombatcharoen et al.
2022). These factors were influenced by business innovation capabilities, including ad-
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ministrative innovation, management practices, and organizational structure, as well as
technological innovations that affected learning capabilities, resource allocation capabilities,
and manufacturing capabilities. Another study reported that innovation capabilities have a
significant impact on the performance of a firm, and innovation capabilities are an essential
factor that predicts the performance of firms (Aziati et al. 2014).

Based on the above literature, we argue that technological innovations are essential
for organizational growth and sustainability. We have established that technological in-
novations influence a firm’s performance and shape employees’ attitudes and behaviors
with regard to organizational goals by providing better services. Therefore, we derived the
following hypotheses:

H3. Technological innovations influence the innovative performance of employees in the SME
sector of Malaysia.

H4. Technological innovations influence the attitude towards performing well among employees in
the SME sector of Malaysia.

2.3. The Mediating Role of Attitude towards Performance

This study intends to determine the mediating role of attitude towards performance
in association with exogenous and endogenous constructs, whereas prior research focused
on assessing the mediating role of ethical culture between ethical leadership and work
engagement, employee well-being, and firm performance. One study reported that an
ethical culture partially mediates the relationship between ethical leadership and work
engagement, employee well-being, and firm performance (Sarwar et al. 2020). Another
study endeavored to explain the relationship between and impact of ethical leadership on
the ethical behavior of employees, in light of the mediating role of organizational justice
between dependent and independent variables (Al Halbusi et al. 2020). Another research
study assessed the mediating role of psychological capital between ethical leadership and
service innovation behavior. Three different models for mediation exist in organizational
behavior studies, including an indirect impact model which indicates that dependent
and independent variables are associated with a mediator. The partial mediator model
shows a direct relationship between independent and dependent variables in terms of
effectiveness, whereas the full mediator model which showed a direct relationship no
longer exists after being inserted into the mediator model (Gyu Park et al. 2017). Efforts
have been made to determine the radical innovation and incremental innovation that occur
through the mediating effect of tacit and explicit knowledge sharing influenced by ethical
leadership. In other words, ethical leadership has an indirect effect on innovation through
knowledge sharing; innovation at the firm level can only be ensured alongside effective
ethical leadership and in the presence of knowledge-sharing practices (Lei et al. 2020).

The mediating effects of human capital and social capital have been assessed in terms
of the relationship between ethical leadership and innovative performance. In another
study, the authors found that human and social capital mediate the relationship between
ethical leadership and innovative performance. In other words, in the presence of human
and social capital, ethical leadership becomes significantly associated with innovative
performance, or the innovative performance influenced by the ethical leadership in the
presence of human and social capital (Ullah et al. 2021). This research effort incorporated the
attitudes towards performance that related to an individual being steered towards a specific
behavioral pattern that could have been negative or positive. It has been determined that
psychological attitudes are good predictors of behavior. Employees’ attitudes towards their
jobs play a vital role in understanding their professional behavior when pursuing their
organization’s goals. Attitude towards performance refers to employees’ evaluation of
whether they meet the requirements of their role (Groen et al. 2017). Previously, researchers
have focused on the mediating effect of thriving at work in relation to ethical leadership
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and innovative work behavior. In this study, however, attitude towards performance was
also assessed as a mediator between ethical leadership and innovative work behavior. A
study reported that thriving-at-work and attitude towards performance both significantly
mediate the relationship between ethical leadership and innovative work behavior (Iqbal
et al. 2020).

Based on the studies described above, we derived the following hypotheses:

H5. Attitude towards performance influences the innovative performance among employees in the
SME sector in Malaysia.

H6. Attitude towards performance mediates the relationship between ethical leadership and
innovative performance in firms in the SME sector in Malaysia.

H7. Attitude towards performance mediates the relationship between technological innovation and
innovative performance in firms in the SME sector in Malaysia.

2.4. Research Framework

Figure 1 demonstrates the main variables and hypothesized relationships explored
in the current study. Innovative performance is determined by the influence of ethical
leadership and technological innovation according to the mediating effect of attitude
towards performing well.
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3. Research Methodology

In Malaysia, both small- and medium-sized enterprises play vital roles in economic
and market development, increasing income and tax revenue, providing transportation for
goods or services; creating new employment opportunities to improve the economy; reduc-
ing unemployment and poverty; mitigating negative economic scenarios, contributing to
economic empowerment; and maximizing stakeholders’ wealth. The Malaysian govern-
ment has focused on various programs to enrich the nation’s economy and to contribute
to the gross domestic product (GDP), encouraging people to invest in and establish such
ventures to foster entrepreneurial activities. A higher number of failure rates of various en-
terprises has been observed due to economic fallout, and small businesses in Malaysia often
find themselves unable to continue operating due to various challenges. Statistics revealed
that 76% of startups remain operative for several years, 47% survive for only four years, and
only 38% survive for six years or longer. Further, 50 to 80% of small businesses fail within
a short time frame. The SME sector contributes significantly to the Malaysian GDP and
exports and also contributes significantly to employment rates, in addition to promoting
entrepreneurial activities and attracting new investments, researchers and academicians,
trade organizations, and other related agencies (Singh and Hanafi 2020).
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This research study is quantitative in nature, as relationships between variables are
intended to be examined empirically. Therefore, convenience sampling was employed, and
the data were collected through questionnaires distributed among 209 SMEs in a range of
sectors and cities in Malaysia. There are approximately 320,000 SMEs in Malaysia located
in different regions of Malaysia, including Selangor, Penang, Johar, Kula Lumpur, Perak,
Melaka, Kedah, and Perlis, and these businesses operate in various sectors, including
services and manufacturing. Innovation has crucial importance in the manufacturing
sector; therefore, this study emphasized the manufacturing SME industry when assess-
ing innovative performance. It was found that innovative initiatives in the SME sector
assist in achieving optimal business performance, and innovations related to the product,
production, branding, promotion, pricing, and decision-making influence behavior and
awareness. Technological innovation and innovative initiatives have markedly improved
the production process in the SME manufacturing sector in Malaysia (Sukri et al. 2023).

This study utilized previously developed research instruments from different studies
to assess the relationships between constructs. The measurement scale of ethical leadership
was originally developed by Brown et al. (2005) but was widely used by various studies
after being adopted from another study (Özsungur 2019). The ten items’ scales included the
sample items “my leader ensures that employees are reprimanded for ethical violations”,
“my leader conducts their own life in an ethical manner”, and “my leader has an interest
in their employees and their mental health”. Technological innovations were assessed
based on the inclusion of “research and development”, the capability to adopt technological
changes, intellectual property rights, and the capability to obtain patents. The five-item
measurement scale of technological innovation was adopted from a previous study (Su
2023). The dependent variable of innovative performance consisted of nine statements,
including “idea generation”, “ideas promotion”, and “idea realization”, indicating that “our
employees generate original solutions to problems”, “our employees mobilize support for
innovative ideas”, and “our employees transform innovative ideas into useful applications”.
The measurement scale was taken from another research paper (Khan et al. 2021). The
mediating variable “attitude towards performing-well” consisted of three items adopted
from another research paper (Iqbal et al. 2020). All the items were assessed on a 5-point
Likert scale ranging from 1 of “strongly disagree” to 5 of “strongly agree”. Later, the
collected data were analyzed in Smart-PLS v.3.3.4 software

4. Data Analysis and Discussion

This section of this research paper embarks on a two-stage analysis. The first stage
focuses on the reliability and validity of the constructs, whereas the second stage focuses
on assessing relationships, as depicted in Figure 1.

4.1. Measurement Model Assessment

The first phase of this analysis is related to the assessment of the reliability and validity
of the variables. The reliability of all constructs was assessed based on the values of
Cronbach’s alpha and composite reliability. The Cronbach’s alpha values had to remain
higher than 0.70, whereas the value for CR had to be higher than 0.70 in order to be deemed
acceptably reliable. The validity of the constructs was determined based on the average
variance extracted (AVE) and the value had to be higher than 0.50 to achieve acceptability
(Hair et al. 2014). Further, the validity was determined on the basis of discriminant validity
according to previously established criteria (Fornell and Larcker 1981). The measurement
model was assessed through the PLS-algorithm method of PLS v.3.3.4.

Table 1 shows the reliability and validity of the constructs.
The above table demonstrates the values for reliability and validity. A Cronbach’s

alpha greater than 0.70 was deemed acceptable; a value greater than 0.80 was considered
good reliability; and a value higher than 0.90 was considered to be a sign of excellent
reliability. Similarly, the value for the CR and the value for the AVE had to be higher than
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0.50 for acceptable validity (Hair et al. 2012). These results show that the reliability and
validity conditions were successfully established and achieved according to the suggestions.

Table 1. Constructs’ reliability and validity.

Construct Cronbach α CR AVE

ATPW 0.932 0.935 0.880
EL 0.929 0.933 0.609
IP 0.828 0.858 0.501
TI 0.940 0.942 0.807

Note: Attitude towards performing well (ATPW); ethical leadership (EL); innovative performance (IP); technolog-
ical innovation (TI).

4.2. Discriminant Validity

This section determines the discriminant validity of the constructs. The Fornell and
Larcker (1981) criteria suggested that intersectional values that are the square roots of
the AVE must be higher than the correlational values of the remaining constructs for the
satisfaction of discrimination. Table 2 demonstrates the discriminant validity.

Table 2. Discriminant validity.

Construct ATPW EL IP TI

ATPW 0.938
EL 0.561 0.780
IP 0.684 0.664 0.666
TI 0.649 0.620 0.531 0.899

Note: Attitude towards performing well (ATPW); ethical leadership (EL); innovative performance (IP); technolog-
ical innovation (TI).

Table 2 shows that the square root of the AVE is higher than the other correlational
values, and hence, discriminant validity was achieved as per the suggested criteria. Figure 2
contains the measurement model assessment.
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4.3. Structural Equation Modeling (SEM)

The second phase of this analysis is to determine the significance of the relationships
between the variables via the bootstrapping method, based on the β-value, t-value, and
p-value. The t-value must be higher than 1.96, whereas the p-value must be lower than 0.05
to be deemed significant, as per the suggested criteria (Hair et al. 2012).

Five direct and two indirect (mediating) hypothesized relationships will be examined
empirically based on the collected data. The results of the direct relationships are presented
in Table 3 below.

Table 3. Results of direct hypotheses.

Hypothesis β t-Statistic p-Value

EL→IP 0.343 3.138 0.002
EL→ATPW 0.258 2.596 0.009

TI→IP 0.518 5.248 0.000
TI→ATPW 0.489 4.902 0.000
ATPW→IP 0.293 3.156 0.002

Note: Attitude towards performing well (ATPW); ethical leadership (EL); innovative performance (IP); technolog-
ical innovation (TI).

5. Discussion of Hypotheses

Hypothesis H1 pertains to the relationship between ethical leadership and innova-
tive performance, suggesting that appropriate leadership facilitates positive performance-
related outcomes. Previous work has analyzed the impact of ethical leadership on perfor
mance-related dimensions. The results in Table 3 demonstrate that ethical leadership has
a significant impact on innovative performance, suggesting that the ethical concerns of
team leaders influence both the working environment and perceptions of performance in
the workplace. The t-value is higher than the cutoff value and the p-value is within the
limit of significance. Hence, hypothesis H1 is statistically significant. These results verified
previous authors’ findings (Sarwar et al. 2020), who described a significant association
between ethical leadership and firm performance, as well as those of another research
team (Khan et al. 2021). This research is unique, as it determines the influence of ethical
leadership on innovative performance; previous studies overlooked this relationship, as
the authors focused on determining a firm’s performance instead.

Hypothesis H2 concerns the relationship between ethical leadership and attitude
towards performance, suggesting that ethical leadership influences employees’ attitudes
towards a higher performance level. The results in Table 3 support this, indicating that
the ethical concerns of both employees and leaders motivate employees to improve their
performance and to contribute to organizational achievements. These findings are in line
with those of a previous study that described a significant relationship between ethical
leadership, employees’ attitudes towards performance, and the pursuit of organizational
goals (Iqbal et al. 2020). The findings of this study relate to the relationship between ethical
leadership and innovative performance, as well as between ethical leadership and attitude
towards performing well. It was determined that a higher level of morality, honesty, and
integrity is critical to achieving progress. Firms’ managerial approaches must ensure ethical
conduct in the workplace to reduce the negative emotions of employees, as these lead to
reductions in performance-related outcomes.

Hypothesis H3 relates to the relationship between technological innovation and in-
novative performance. Previously, researchers have argued that technological innovation
is crucial, enabling firms to enhance benefits and increase their operational performance
by reducing costs and enriching quality standards. In our study, we reported that techno-
logical innovation affects various performance-related outcomes. As shown in Table 3, the
t-value and p-value were found to be within significance limits. Hence, hypothesis H3 is
statistically significant and is in alignment with previous findings (Lin et al. 2020).
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Hypothesis H4 addresses the relationship between technological innovation and atti-
tude towards performance, suggesting that technological innovation encourages employees
to improve their technological knowledge, skills, and abilities in alignment with emerg-
ing business operations and practices. The results presented in Table 3 demonstrate that
technological innovation significantly influences employees’ attitude towards performance,
encouraging them to improve their knowledge, skills, and abilities in adherence with the
latest working patterns and business operations. This demonstrates employees’ willingness
to enrich their awareness, knowledge, skills, and abilities in line with upgraded business
operations in order to achieve the goals and performance requirements of their organization.
These findings were also in agreement with the significant impact of technological innova-
tion on firm performance (Lin et al. 2020). Similarly, this study reported that technological
innovation tends to shape employees’ behaviors and attitudes towards such technologies.

Hypothesis H5 addresses the relationship between attitude and innovative perfor-
mance. To our knowledge, no previous studies have identified a direct relationship between
attitude and innovative performance; however, the theory of a resource-based view posits
that when it comes to both tangible and intangible resources, the attitudes of employees
influence performance-related outcomes. This supports our argument that attitude can
affect innovative performance. The results in Table 3 indicate that attitude towards per-
formance significantly influences innovative performance, whereas ethical leadership and
technological innovations affect both attitude and innovative performance. Our findings
are also in agreement with those of Iqbal et al. (2020), who reported that attitude towards
performance influences innovative behavior in the workplace.

Hypothesis H6 considers the mediating role of attitude towards performance with
regard to ethical leadership and innovative performance, suggesting that ethical leadership
has a significant influence on both attitude towards performance and innovative perfor-
mance. This mediating role was assessed, and the results are presented in Table 4 below.
The mediating role of attitude towards performance in the relationship between ethical
leadership and innovative performance was determined to be insignificant, since ethical
leadership provides the visions, missions, directions, objectives, and resources necessary to
accomplish an organization’s goals, but attitude towards performing well has no mediatory
role between these variables. This finding contradicts previous research by Iqbal et al.
(2020), who reported a significant mediatory role of attitude towards performing well in
relation to ethical leadership and innovative work behavior. Hence, hypothesis H6 was
rejected on statistical grounds.

Hypothesis H7 explores the mediating role of attitude towards performing well in
association with technological innovation and innovative performance, suggesting that
the former influences employees’ attitudes towards improving their performance and
subsequently predicts innovative performance. The results in Table 4 show that attitude
towards performing well plays a significant mediating role between technological inno-
vation and innovative performance. This study claims to be a pioneer when it comes to
assessing the mediating role of attitude towards performing well between technological
innovation and innovation performance. It establishes that adopting and implementing
technological innovations in any sector fosters operational changes and alters business
practices, improving performance in various areas. As such, hypothesis H7 is accepted.

Table 4. Mediating effects.

Hypothesis β t-Statistic p-Value

EL→ATPW→IP 0.143 3.138 0.002
TI→ATPW→IP 0.076 1.851 0.064

Note: Attitude towards performing well (ATPW); ethical leadership (EL); innovative performance (IP); technolog-
ical innovation (TI).
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6. Conclusions

In this study, we employed the resource-based view theory to explain the phenomenon
of innovative performance. Focusing on internal capabilities such as leadership perspective
and the adoption of technological advancements, and encouraging employees to adopt
more positive attitudes, this theory facilitates improved performance and, concurrently, the
accomplishment of objectives and goals. In this study, we aimed to assess the influence of
ethical leadership and technological innovation in order to predict performance innova-
tions, considering the mediating role of attitudes towards performance. We established that
ethical leadership should be implemented at the firm level to provide appropriate guidance,
and that any ethical concerns should be addressed, fostering innovative performance and
the achievement of related objectives. We also determined that embracing the latest techno-
logical developments supports innovative performance. In addition, attitude was found to
play a vital role in explaining various workplace phenomena. This study incorporated atti-
tude towards performing well as a mediator of both exogenous and endogenous constructs.
Attitude was also found to influence technological innovation and innovative performance,
indicating that employees’ attitudes enable firms to adopt and implement the technological
advancements that predict such innovations. The mediating effects of ethical leadership
and innovative performance were deemed insignificant; however, ethical leadership was
found to be a direct predictor of innovative performance. SMEs of the Malaysian region
is recommended to address ethical concerns associated with their leadership to promote
innovative performance and to consider adopting and implementing the latest technologies
in order to predict such innovations.

Every study has its limitations, and in this case, we faced challenges associated with
a lack of resources and research approaches. This study was conducted in Malaysia
in the state of Selangor, and although we endeavored to collect unbiased data from a
sufficient sample size, various categories of SMEs were not included due to difficulties
with data collection (problems organizing meetings, etc.), which may have affected the
generalizability of the findings. Future research on this topic should incorporate a large
sample size and gathering data from diverse industries and categories of SMEs in different
Malaysian states.

This was a quantitative research study; in future, mixed methods should be imple-
mented, incorporating emerging phenomena to explain innovative performance. Moreover,
national characteristics may also be emphasized in future research, as these can affect
multiple outcomes. This study was cross-sectional, with data collected in a short period of
time future research be conducted on a longitudinal basis, involving different time spans
for a broader assessment of innovative performance.
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