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Abstract: Employees’ innovative behavior is a vital source for promoting the sustainable survival
and development of enterprises. Innovation is a complicated and high-risk mental process, where in
each stage employees’ innovative attitude and behavior will be affected by the varying behaviors of
their direct leaders. Therefore, exploring the intricate relationship between leadership behavior and
employees’ innovative behavior is necessary. Based on social exchange theory, this study builds a
cross-level moderation model to investigate the impact of ethical leadership on employees’ innova-
tive behavior and the mediating role of organization-based self-esteem and the moderating role of
flexible human resource management. On the basis of a questionnaire survey of 146 supervisors and
365 subordinates in the mainland of China, the empirical results show that: (a) Ethical leadership
positively affects employees’ innovative behavior significantly; (b) Organization-based self-esteem
has a partial mediating relationship between ethical leadership and employees’ innovative behavior;
and (c) flexible human resource management plays a positive moderating role in the relationship
between organization-based self-esteem and employees’ innovative behavior, and it also positively
moderates the mediating effect of organization-based self-esteem on the relationship between ethical
leadership and employees’ innovative behavior. The findings reveal the internal mechanism and
boundary condition of ethical leadership influencing employees’ innovative behavior, which pro-
vide a reference for enterprises to encourage employees to innovate, and have important practical
significance for employees to actively pursue innovative activities in the workplace.

Keywords: ethical leadership; organization-based self-esteem; employees’ innovative behavior;

flexible human resource management

1. Introduction

In an environment of volatility, uncertainty, complexity and ambiguity (VUCA),
innovation became the key for enterprises to obtain a competitive advantage and maintain
sustainable development [1]. Employee innovation is regarded as the core competence
of the enterprises, and the innovative thinking and innovative activities of individual
employees are the foundation of sustainable innovation [2]. Thus, how to stimulate
employees’ innovative behavior remains the focus of the theoretical and practical fields.
Prior studies have identified various predictors of employees” innovative behavior and
generally believe that effective leadership behavior in organizations is one of the important
influencing factors that promote employee innovation [3,4]. Organizational leaders are
prominent actors who can cultivate employees’ innovative behavior in the workplace, thus
bringing new changes to their elusive situation [5].

Although previous academic studies focused on the relationship between charismatic,
authentic and transformational leadership and employees’ innovative behavior in the
organization [6,7], studies on the relationship between ethical leadership and employees’
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innovative behavior remain limited. Generally, an ethical leader can be understood from
two perspectives: a moral person and a moral manager [8]. Hence, research on ethical lead-
ership mostly focuses on the moral aspects and connects ethical leadership with employees’
organizational citizenship behavior [9], moral identity [10] and other moral behaviors, as
well as their counterproductive behavior [11], deviant behavior [12] and other immoral
behaviors. However, scholars pay less attention to the innovative work behavior that makes
a great contribution to organizational innovation, development and survival [13]. When
ethical leaders care for employees’ self-development, provide innovation resources, tolerate
employees’ innovation failure and actively authorize employees to implement innovation,
employees usually show more innovative behaviors [14]. Some scholars investigated
the underlying mechanism from the aspects of intrinsic motivation [13], psychological
capital [14,15], psychological security [16] and knowledge sharing [17] in organizations.
Although some valuable conclusions have been drawn from these studies, there remains
space for further exploration. Social exchange theory regards the ethical influence of leaders
on subordinates as a process of reciprocity [18]. Ethical leadership emphasizes how to
deal with the interaction between leaders and employees in the organization. Specifically
speaking, ethical leadership protects the employees’ rights and attaches importance to
equality, freedom, respect and other basic human rights in interpersonal interaction [19].
Therefore, employees can realize their own value from work, that is, they have higher
organization-based self-esteem (OBSE), which produces a strong sense of responsibility of
sincere return, and are willing to carry out more innovative activities for the organization.
Accordingly, we relied on social exchange theory (SET) to explain the internal mechanism
linking ethical leadership and employees” innovative behavior.

In addition, employees’ self-evaluation in organizations (OBSE) may influence their
innovative behavior in different situations distinctly. Particularly, the organization situation
in which an individual is located will significantly promote (or hinder) the transformation
of the individual’s cognitive, emotional and other psychological factors into specific be-
haviors [20]. Previous studies focused on the contextual effects of OBSE on employees’
innovative behavior from the perspectives of labor rights protection, organizational inno-
vation reward and organizational support [21,22]. In recent years, with the increasingly
fierce market competition and the importance of innovative development, to mobilize the
innovation enthusiasm of employees, many organizations have adopted a flexible man-
agement in terms of coordination, function and resources in human resource management
practice [23]. Thus, whether or not flexible human resource management (FHRM) will
affect organization-based self-esteem and employees’ innovative behavior, as well as the
transformation process from ethical leadership to employees’ innovation behavior, remains
unanswered. Therefore, studying this issue is of certain theoretical and practical value.

Ultimately, this study will focus on the two issues of “when and how ethical leadership
can promote employees’ innovative behavior”. By studying the mediating mechanism
of organization-based self-esteem and the moderating role of flexible human resource
management, it can not only exert ethical leadership more effectively, but also provide
more valuable theoretical guidance and practical reference for ethical leadership on how to
effectively motivate employees to innovate.

2. Theoretical Background and Research Hypotheses
2.1. Ethical Leadership and Employees” Innovative Behavior

With the frequent outbreak of enterprise scandals worldwide, people pay attention
to the ethics and social responsibility of enterprises [24], and hence leaders are more than
ever required to behave ethically. Consequently, ethical leadership has been widely valued
by both academics and practitioners in the past decade. Many scholars have investigated
its effect on employees’” work attitudes and behavior and found that ethical leadership
could predict employees’ job satisfaction, organization commitment, voice behavior and
organizational citizenship behavior effectively [8]. Some scholars discussed the relationship
between ethical leadership and employees” innovative behavior [16,25].
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According to Brown et al., ethical leadership refers to demonstrating a normatively
appropriate conduct through personal actions and interpersonal relationships, and the
promotion of such conduct to followers through two-way communication, reinforcement
and decision making [8]. Generally, an ethical leader can be understood from two perspec-
tives: a moral person and a moral manager. As a moral person, an ethical leader is honest,
moral, trustworthy, caring and justicial, and exercises these qualities in his daily work and
life [8,26,27]. As a moral manager, an ethical leader is expected to influence subordinates’
attitudes and behaviors through ethical leadership behavior, such as emphasizing integrity,
respecting subordinates, supporting their development, improving the importance and
autonomy of their work and making fair and reasonable decisions [13,28].

Innovative behavior is a series of behaviors in which employees generate new ideas
in the work process and strive to put them into practice, including extensively seeking and
discovering new opportunities and solutions, promoting the generation of ideas, striving to
obtain support from sponsors, advancing the generated ideas and carrying out feasibility
tests [29,30]. In this ever-changing era, enterprises must adapt to the external environment
through continuous innovation, and the innovative behavior of employees is crucial to the
survival of enterprises and the maintenance of a sustainable competitive advantage [31-33].
Given that innovation is a complex process with high risks, positive leadership behavior is
considered a central factor in promoting employee innovation [34]. According to social
exchange theory, leaders and subordinates exert their benefits through a social exchange
relationship [31]. When employees perceive the respect, care, support and motivation from
the leader, on the basis of the principle of reciprocity, they usually respond with positive
behaviors. This study holds that the impact of ethical leadership on employees’” innovative
behavior is mainly reflected in the following aspects: (1) Ethical leaders emphasize that the
work should be beneficial to others, the group, the organization and the whole society, so
that subordinates will perceive the significance of their work and are willing to take pains
in generating new ideas and strive to implement them to contribute to the organizational
goals [8,35]; (2) An ethical leader has integrity, respects his subordinates, pays attention to
the subordinates” growth and provides various opportunities to improve the subordinates’
knowledge and skills. As a result, the employees will be equipped with the abilities,
knowledge and skills to innovate, which will encourage them to implement innovative
behaviors in the work place; (3) An ethical leader will pay attention to the role of his
subordinates in decision making and give them work autonomy, such as the freedom
and discretion to set their own schedule, so that they have control over their tasks [36],
and less restrictions in the proposal, promotion and implementation of innovative ideas,
since a high work autonomy will promote employees’ innovative behavior [37]; (4) When
subordinates fail in innovation, ethical leaders can evaluate employees’ efforts fairly and
provide them with a relaxed atmosphere of trial and error to encourage them to set aside the
fear of punishment and exhibit innovative behavior. Previous researchers also verified that
ethical leadership promotes employees’ innovative behavior [14,15]. Hence, we propose
the following hypothesis:

Hypothesis 1 (H1). Ethical leadership positively influences employees” innovative behavior.

2.2. Ethical Leadership and Organization-Based Self-Esteem of Employees

Some scholars proposed that employees’ self-concept determines the influence of lead-
ership on employees [3], but there are very few studies on how leaders affect employees’
attitude and behavior from the perspective of self-concept [38]. In the existing literature,
the influence of ethical leadership on employees’ innovative behavior from the perspective
of organization-based self-esteem (OBSE) remains unexplored [9-11]. According to Chen
and Aryee [39], as a dimension of self-evaluation in self-concept, OBSE reflects employees’
evaluation of the importance of self-concept and competence, as well the extent to which
people believe they are capable, significant and valuable [40]. On this basis, Pierce et al.
proposed the concept of OBSE and defined it as the self-evaluation of individuals’ per-
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ceived importance to the organization and their competence for organizational work [41].
Employees with a high OBSE believe they are competent for the work and that “I am
valuable to the organization.” OBSE is different from general self-esteem. It is a reflection
of an individual’s overall self-esteem in a specific organizational context, which is situa-
tional and changeable [42]. Existing studies have shown that OBSE is not only affected
by individual characteristics, but also by the organization situation [43], such as leaders’
trust, organizational support, workplace fairness, and so on, which will affect employees’
evaluation of their own competence and value; and these factors, in turn, are influenced by
the leadership style.

Ethical leaders are honest, considerate, respect and trust employees, and pursue
fairness in the organization [15]. Their respect and trust will make employees feel that the
organization or leaders attach importance to them and recognize their value. The perceived
respect and support from leaders will affect their belief in themselves in the organizational
environment, thus improving their OBSE [44]. In addition, ethical leaders provide various
kinds of support and show consideration and concern for their subordinates through
appropriate feedback and fair interaction, which will improve employees’ assessment of
their own value and competence in the organization [13]. Previous studies also confirmed
the above viewpoints. For example, Brown et al. [8] believed that ethical leaders’ integrity,
fairness and emphasis on empowerment could stimulate employees to have a high level
of OBSE. Zhang Yongjun also found that ethical leadership helps improve employees’
organization-based self-esteem [11]. Ultimately, ethical leadership will make employees feel
valuable, important, meaningful and sure of themselves in organizations, thus improving
their OBSE. Accordingly, we propose the following hypothesis:

Hypothesis 2 (H2). Ethical leadership positively influences employees” organization-based self-esteem.

2.3. The Mediating Effect of Organization-Based Self-Esteem

In an organization, individuals’ judgment of their own ability and value is the driving
force to shape their positive attitudes and behaviors, which then leads to results beneficial
to individuals and organizations [45]. Employees with high organization-based self-esteem
(OBSE) usually have a high subjective efficacy and a very positive self-evaluation. This
encourages them to achieve a high-level performance and positive behavior, such as voice
behavior [39,46]. This study argues that employees” OBSE will positively affect their
innovative behavior, which is mainly reflected in the following two aspects: on the one
hand, employees with low OBSE often have low confidence in their competence and
doubt whether they can put forward new valuable ideas and further implement them,
thus reducing their innovative behavior. On the contrary, employees with high OBSE
usually believe that they have high abilities and are competent for their work in the
organization, so they are more willing to take risks and carry out innovative behavior. On
the other hand, compared with employees with low OBSE, employees with high OBSE
have a high evaluation of their value and importance in the organization. Especially in
a collectivism-oriented society, individuals will actively associate their personal goals
with organizational goals [21] and strive to promote the healthy development of the
organization to maintain and strengthen their own importance in the organization. Given
that innovation is crucial to the survival and development of an organization, despite
the risk of trial and error in innovation, employees with high OBSE will still take risks to
engage in innovative activities and behaviors beneficial to the organization to maintain their
OBSE needs. Contrarily, employees with low OBSE often have difficulty in internalizing
organizational goals as personal goals due to their self-perceived dispensable role in the
organization, thus reducing the high-risk behavior of innovation [47]. Previous studies
confirmed that OBSE has a positive effect on employee behavior [45], and employees with
high OBSE are willing to take risks, trial and error, and engage in innovative activities [39].

According to the above discussion, ethical leadership respects and trusts employees
in their work, supports their work and pursues justice and fairness in the organization to
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make employees feel that their work can be respected and recognized, which produces
the feeling that they are important and valuable in the organization. This leads to a high
self-evaluation with regard to competence, that is, to a high OBSE. In addition, employees’
perception of organizational competence and value will encourage them to take risks and
contribute to the development of the organization, internalize the goals of the organization
into their own goals and conduct innovative behavior to maintain and strengthen their
high OBSE. In summary, ethical leadership can significantly improve employees” OBSE,
and employees” OBSE will further encourage them to engage in innovative behavior, that is,
ethical leadership will indirectly promote employees” innovative behavior through OBSE.
In light of the mentioned explanations, we propose the following hypotheses:

Hypothesis 3 (H3). Organization-based self-esteem positively influences employees” innovative behavior.

Hypothesis 4 (H4). Organization-based self-esteem plays a mediating role in the relationship
between ethical leadership and employees” innovative behavior.

2.4. The Moderating Effect of Flexible Human Resource Management

The increasingly fierce competition and environmental uncertainty urge the orga-
nizations to improve their flexibility to deal with the environment and conduct flexible
management. Flexible human resource management (FHRM) refers to a management
system in which an organization provides employees with a set of opportunities to choose
when and how to work [48], including flexibility in coordination, functions and resources.
The implementation of FHRM in enterprises helps improve employee engagement, job
satisfaction and production efficiency [49]. With the change of external environment, more
and more organizations realize that the improvement of individual productivity and the
growth of the organization depend on skilled and motivated employees. In recent years,
FHRM has shown an obvious upward trend in organizations [50]. Many studies also stress
the importance of FHRM [48,51,52].

When employees have the opportunity to utilize flexibility, they can use resources
to achieve job-related goals [53,54]. FHRM provides employees with opportunities, abili-
ties and work motivation, which makes the workplace productive. Organization-based
self-esteem (OBSE) enhances employees’ perception of importance and competence in the
organization and encourages them to engage in innovative behavior. When the organiza-
tion’s FHRM is low, employees will feel that their opportunities and abilities are restricted
and their work engagement is reduced [54], thereby weakening the positive impact of
OBSE on innovation behavior. Contrastingly, when the FHRM is high, it means that the or-
ganization provides high flexibility for employees regarding work coordination, functions
and resources, to satisfy employees regarding their current work and improve their work
commitment [51]. Thus, when employees perceive their importance and competence, they
will engage in innovative behavior, which will improve the effect of OBSE on employees’
innovative behavior. Thus, this study proposes the following hypothesis:

Hypothesis 5 (H5). FHRM positively moderates the relationship between organization-based
self-esteem and employees” innovative behavior, such that the relationship is stronger when FHRM
is high than when it is low.

According to the deduction process of the above hypothesis, we believe that flexible
human resource management (FHRM) can also moderate the mediating effect of OBSE on
ethical leadership and employees’ innovative behavior. The main reason is that, on the one
hand, when the organization’s FHRM is low, it will hinder the ethical leadership’s positive
influence on employees’ innovative behavior through OBSE. Specifically, employees with
high OBSE raised by ethical leadership will be encouraged to maintain and strengthen their
high self-evaluation and OBSE. However, when the FHRM is low, the opportunities and
abilities of employees will be limited, and thus they will not pursue innovative behavior.
Meanwhile, in organizations with low FHRM, employees with weak OBSE due to low
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ethical leadership will also be less engaged in innovative behavior because of the lack of the
need to strengthen the belief in OBSE. Thus, the low FHRM adopted by the organization
will promote the employees who are based on the OBSE produced by different degrees
of ethical leadership to show low innovative behavior. Contrarily, when the FHRM is
high, employees have a high flexibility in the organization, which will improve their job
satisfaction and work engagement and promote the ethical leadership’s positive influence
on employees’ innovative behavior through OBSE. Specifically, high OBSE formed by
ethical leadership makes employees generate and strengthen the need for self-evaluation.
When the organization has high FHRM, employees’ ability can be effectively used, and
innovative behavior can be pursued. However, for employees with low OBSE formed by
low-level ethical leadership, even if the organization has high FHRM, they will not be
led to innovate due to the lack of the demand to enhance OBSE. Fundamentally, FHRM
will encourage employees on the basis of the OBSE produced by different levels of ethical
leadership to exhibit different innovative behaviors. On the basis of the above analysis, we
propose the following hypothesis:

Hypothesis 6 (H6). FHRM moderates the mediating effect of organization-based self-esteem on
the relationship between ethical leadership and employees” innovative behavior.

Ultimately, this study proposes the research model shown in Figure 1.

Flexible Human Resource

Management
Organizational Level
Individual Level
Ethical Leadership |—> Organization-based L AN Innovative Behavior
Self-esteem 1

|

T

Figure 1. Research Model.

3. Methodology
3.1. Sample and Data Collection

The questionnaire data were collected from enterprises in Jiangsu, Shandong, Gansu,
Guangdong and other places in China, involving education, manufacturing, finance, com-
munication and other industries. Following Collins and Smith [55], we asked human
resource managers of participating firms to randomly select a list of 3-10 core knowledge
employees from their research and development (R&D) departments, because core knowl-
edge employees are the most important and meaningful group for innovation. To avoid
common method bias, data were collected by supervisor-subordinate pairing mode and
multiple sources. The survey was conducted in two phases, commencing in November
2019 and ending in February 2020. At phase 1, we distributed questionnaires to 500 em-
ployees to survey their evaluation of ethical leadership, organization-based self-esteem and
demographics information. Among them, 453 valid questionnaires were collected. Three
months later, at phase 2, we surveyed the 453 respondents on their innovative behavior,
and asked the 453 responding employees’ supervisors to assess FHRM at the organiza-
tional level. The questionnaire was filled in anonymously, and the number was set to
complete the two-phase matching. The completed questionnaire was sealed and collected
by specialized personnel on the spot. In addition, to encourage participation, we provided
each respondent with a USB disk as a gift.

The survey initially involved 180 supervisors and 500 subordinates, following Luo
and Jiang [56]. The invalid ones were deleted due to missing data or data mismatch
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between the two phases. Specifically, 34 supervisor cases and 135 subordinate cases were
excluded due to issues with nonsampling error [57], and 146 supervisor questionnaires
and 365 subordinate questionnaires were finally collected. In the employees” sample, male
employees (N = 221) accounted for 60.55%. Employees under the age of 30 accounted
for 32.6%, followed by those aged 30-39 (41.92%), and employees over 40 (25.48%), with
an average age of 33.87 years (SD = 7.59). The education level was mainly concentrated
in high school, junior college, and university (N = 315, 86.3%), and the average working
tenure of employees was 6.62 years (SD = 5.66).

3.2. Variables Measurement

Except for the Chinese revision of the employees’ innovative behavior questionnaire
by Cao Yong and Xiang Yang [58], other key variables were measured by mature English
scales, and the accuracy of the questionnaire was improved by a translation-back translation
procedure [59]. All participants responded to a five-point Likert scale, ranging from 1
“totally disagree” to 5 “completely agree”.

Ethical Leadership: Employees rated their ethical leaders according to Brown et al.’s
10-item ethical leadership measure [8]. Specific items included the following: “My leader
listens to employees’ opinions” and “My leader punishes employees who violate moral
standards”. The internal consistency Cronbach’s o coefficient in this study was 0.915.

Organization-Based Self-Esteem: Pierce and Gardner’s (2004) [43] 10-item scale was
used to measure employees’ self-evaluation of their own value and competence in the
organization. Employees rated items such as “People around me think I am influential” and
“] am valuable”. The internal consistency Cronbach’s « coefficient of the scale was 0.882.

Flexible Human Resource Management: Supervisors rated organizations’ flexible
human resource management using the 4-item scale from Sekhar et al. (2018) [60]. The
representative items included the following: “We often change our HR practices to keep
the HR system in line with changing job requirements” and “In general, our HR practices
are flexible”. The internal consistency Cronbach’s « coefficient of the scale was 0.801.

Innovative Behavior: On the basis of previous studies, this study adopted a 4-item
scale evaluated by Cao and Xiang [58] that was a modified version of the scale provided
by Scott and Bruce (1994) [29]. Specific items included the following: “I often generate
innovative ideas in my work” and “I often seek new ways to improve my current work”.
The internal consistency Cronbach’s « coefficient of the scale was 0.851.

Control Variables: In the present research, we recorded the participants’ gender,
age and education levels as control variables [61]. Meanwhile, we also controlled the
tenure of employees due to its significant impact on managers and employees” work
behavior. Among them, gender was a dummy coded as 1 = male, 0 = female; in the age
variables, “1” indicated participants under 25 years old, “2” indicated participants who
were 25-30 years old, “3” 30-35 years old, “4” 34-40 years old, and “5” 40 years old and

oo

above; education level, the “junior high school and below”, “senior high school”, “junior

v A

college”, “undergraduate”, “graduate and above” were assigned to 1-5.

3.3. Analysis Method

This study aimed to test each hypothesis through the following steps: (D For vari-
ables at different levels, confirmatory factor analysis (CFA) was used to investigate the
discriminant validity and measurement parameters between constructs; @) Descriptive
statistics and correlation analysis were performed to make a preliminary judgment on the
research model; (3) The main measurement variables of this study involved individual and
organizational levels. Among them, FHRM is an organizational level variable evaluated by
leaders, which cannot be aggregated. Individual level variables included ethical leader-
ship, organization-based self-esteem and employees’ innovation behavior. Therefore, this
study uses the two-level path analysis method of moderated mediation to test the research
hypothesis [62]. In this part, we mainly used Mplus?7.0 and R software for data analysis.
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4. Results
4.1. Confirmatory Factor Analyses (CFA)

Table 1 reports the results of CFA and Chi-square difference tests. As shown in
Table 1, the CFA results indicate that our hypothesized four-factor model (ethical leader-
ship, organization-based self-esteem, flexible human resource management, employees’
innovative behavior) is a better fit to the data (x2 = 731.450; CFI = 0.922; TLI = 0.906;
RMSEA = 0.060; SRMR = 0.061) than other parsimonious models, given that the Chi-square
difference test results are all significant at the 0.001 level [63]. Based on this analysis, the
discriminant validity of the four key variables is good enough for subsequent research.

Table 1. Confirmatory Factor Analyses (CFA) and Chi-square difference test results.

Model X2 df x2/df RMSEA TLI CFI SRMR
Four-factor 731.450 315 2.322 0.060 0.906 0.922 0.061
Three-factor 1361.489 318 4.281 0.095 0.767 0.804 0.137
Two-factor 1825.180 320 5.704 0.114 0.666 0.717 0.146
One-factor 2277.827 321 7.096 0.129 0.567 0.632 0.150

Note: EL = Ethical Leadership, OBSE = Organization-based Self-esteem, FHRM = Flexible Human Resource
Management, EIB = Employees’ Innovative Behavior. Four-factor: EL, OBSE, FHRM, EIB; Three-factor: EL +
OBSE, FHRM, EIB; Two-factor: EL + OBSE + FHRM, EIB; One-factor: EL + OBSE + FHRM + EIB.

4.2. Correlation Analysis

Table 2 presents the means, standard deviations and correlations of the variables in
our model. As shown in Table 2, ethical leadership is positively correlated with OBSE
(r = 0.350, p < 0.01) and employees’ innovative behavior (r = 0.263, p < 0.01). OBSE is
positively correlated with employees” innovation behavior (r = 0.561, p < 0.01), and thus
H1, H2 and H3 were preliminarily verified.

Table 2. Means, standard deviations and correlations among key variables.

Variable 1 2 3 4 5 6 7 8
1. Gender -
2. Age —0.145 ** -
3. Education 0.097 —0.293 *** -
4. Work tenure —0.044 0.587 ** —0.038 -
5. EL —0.003 —0.018 0.055 —0.001
6. OBSE —0.038 —0.028 0.030 0.019 0.350 **
7. EIB —0.042 0.000 0.068 * 0.017 0.263 ** 0.561 **
8. FHRM —0.038 —0.085 —0.028 —0.072 0.046 0.118 * 0.143 **
Mean 1.397 33.874 2.679 6.623 3.918 3.758 3.501 3.697
S.D. 0.501 7.593 1.040 5.663 0.739 0.640 0.763 0.791

Note: * p < 0.05; ** p < 0.01; *** p < 0.001. EL = Ethical Leadership, OBSE = Organization-based Self-esteem, FHRM = Flexible Human
Resource Management, EIB = Employees’ Innovative Behavior.

4.3. Hypotheses Testing

Given that this study involves individual and organizational levels, before the statisti-
cal analysis of data we had to calculate the relevant indicators of employees’ innovative
behavior to examine the differences between groups. We adopted the common indices
ICC and Rwg for the test [64,65]. Specifically, the ICC (1), ICC (2) and Rwg for employees’
innovative behavior were 0.585, 0.849 and 0.846, respectively. These statistics indicate the
necessity of using the cross-hierarchy analysis strategy [66].

Using Mplus7.0, a multi-level linear model (MLM) was constructed to test the pro-
posed model. The results of all the path coefficients are presented in Figure 2. The
hypothesized path between ethical leadership and employees” innovative behavior is
significant (y = 0.078, p < 0.05), thus H1 is supported; The hypothesized path between
ethical leadership and organization-based self-esteem is significant (y = 0.182, p < 0.05),
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and the relationship between OBSE and employees’ innovative behavior is also significant
(y =0.526, p < 0.01). Hence, H2 and H3 are verified. Furthermore, we incorporated ethical
leadership and OBSE into the model, the mediating variable OBSE remained significant
(y = 0407, p < 0.05), and H4 is supported. In addition, FHRM exhibited a significant
positive moderating role in the relationship between OBSE and employees’ innovative
behavior (v = 0.152, p < 0.01)—that is, H5 is supported.

Flexible Human Resource
Management

Individual Level

Organization-based

- Innovative Behavior
Self-esteem

Control Variables

Figure 2. MLM path analysis diagram. Note: * p < 0.05; ** p < 0.01.

As suggested by Cohen et al. [67], this study constructs the interaction diagram of
moderation effect under different levels of FHRM (see Figure 3). When the FHRM is at
a high level, the positive effect of OBSE on employees’ innovative behavior is significant
(y1 = 0.429, p < 0.01). When the FHRM is at a low level, OBSE still positively affected
employees’ innovative behavior, but the result is not significant (y, = 0.043, p > 0.05), which
further verifies H5. Next, R software was used to test the significance of the mediation
effect of OBSE between ethical leadership and EIB at different levels of FHRM through the
bootstrapping method [61], and the results are shown in Table 3. When the FHRM is at a
high level, the indirect effect of ethical leadership on EIB through OBSE is 0.344 (p < 0.001).
When the FHRM is at a relatively low level, the indirect effect is 0.140 (p < 0.05), and the
two indirect effects of estimated results are significant differences (A = 0.204, p < 0.05).
Therefore, the indirect effect of ethical leadership on employees” innovative behavior is
moderated by FHRM, and the higher the level of FHRM, the stronger the indirect effect.
Hence, H6 is supported.

Table 3. Moderated mediation effect test.

FHRM Effect Value Standard Error Lower Limit  Upper Limit
Indi High level 0.344 0.082 0.134 0.555
ndirect 7w level 0.140 0.069 0.027 0.317

Effect A 0.204 0.076 0.080 0.399
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Figure 3. The moderating effect of FHRM on the relationship between OBSE and EIB. Note:
FHRM = Flexible Human Resource Management, OBSE = Organization-based Self-esteem, EIB = Em-
ployees’ Innovative Behavior.

5. Discussion

This study explored the internal mechanism and boundary conditions between eth-
ical leadership and employees’ innovative behavior through a multi-level linear model.
Specifically, the results of our study showed that ethical leadership enhanced employees’
innovative behavior. We theorized and empirically validated that organization-based self-
esteem (OBSE) plays a partial mediating role between ethical leadership and employees’
innovative behavior. Ethical leadership positively impacts employees’ innovative behavior,
which is partly due to the various kinds of support provided by ethical leadership, that
makes employees feel important and valuable to the organization, stimulate employees
to have high level of OBSE, and thus encourage them to adopt innovative behaviors that
are beneficial to the organization. Moreover, we confirmed that flexible human resource
management (FHRM) plays a cross-level moderating role in the relationship between
OBSE and employees’ innovative behavior and the indirect effect of ethical leadership on
employees’ innovative behavior through OBSE. Moreover, compared with organizations
with low FHRM, organizations with high FHRM have a strong positive correlation be-
tween employees” OBSE and their innovative behavior, and ethical leadership has a strong
influence on employees’ innovative behavior through OBSE. The following sections will
focus on the theoretical and practical implications of this research, discuss the limitations
of our work and propose future research directions.

5.1. Theoretical Implications

Our research contributes to the literature in the following ways. First, this study
expands the internal mechanism of ethical leadership on employees’ innovative behavior.
In previous studies, scholars verified the transfer effects of employees’ intrinsic motivation,
psychological capital, psychological security and knowledge sharing through relevant
empirical studies. From the perspective of individual self-concept based on a group, this
study explains the mediating variable of ethical leadership influencing employees’ inno-
vative behavior and organization-based self-esteem and verifies its transmission effect.
This study also provides a new explanation path for the influence of ethical leadership on
employees’ innovative behavior, which responds well to the call of the existing studies [13]
to strengthen the psychological mechanism of ethical leadership influencing employee be-
havior.

Second, the present study demonstrated the role of FHRM as a boundary condition,
which helps understand the influence of the organizational context on the formation process
of employees’ innovative behavior and broadens the boundary conditions of the influence
of ethical leadership on employees’ innovative behavior. This research shows that a flexible
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human resource management environment promotes the formation of innovative behavior
on the part of employees. Thus, the more FHRM-conducive a system environment is, the
more it will meet the needs of employees for flexible work arrangements and provide
them with the required resources. In this situation, employees will be willing to work and
simultaneously perceive their importance in the organization, thereby making substantial
innovative behavior.

Third, this study also contributes to the research on FHRM. Currently, most studies
on FHRM are designed with independent or intermediary variables. For example, Chang
et al. [51] present a theoretical explanation of how FHRM systems may influence market
responsiveness and firm innovativeness through the lens of absorptive capacity. Ketkar
and Sett [68] conducted research on Indian manufacturing and service companies and
found that FHRM has an intermediary role in the relationship between environmental
dynamics and organizational performance. This study takes it as a moderating effect on the
relationship between organization-based self-esteem and employees’ innovative behavior
and the indirect effect of ethical leadership on employees’ innovative behavior through
organization-based self-esteem, which expands the theoretical research on FHRM, thus
deepening our understanding of FHRM.

5.2. Practical Implications

These results have several significant practical implications for enterprises. First,
ethical leadership is found to positively influence employees’ innovative behavior, a result
that suggests that enterprises should recognize that ethical leadership is beneficial to their
long-term development and should strengthen the cultivation of ethical leadership. In
addition to the requirements of professional skills, enterprises should also focus on ethics
and moral cultivation when selecting managers, so that they will respect and support
their subordinates and give them work autonomy, and so that the enterprise can acquire a
positive ethical culture atmosphere, thereby laying the foundations for the promotion of
employees’ innovative behavior.

Second, organization-based self-esteem mediates the relationship between ethical lead-
ership and employees’ innovative behavior, so it is necessary for managers to pay attention
to employees’ organization-based self-esteem. The higher an employee’s organization-
based self-esteem is, the more likely they are to engage in innovative behavior. Therefore,
managers can promote employees’ organization-based self-esteem by respecting their
opinions, expressing recognition and respect to them, caring for employees, focusing on
authorization, encouraging them to participate in decision-making work and creating a
fair competitive atmosphere in order to stimulate more innovative behaviors.

Third, our results reveal that flexible human resource management has a positive mod-
erating effect on the relationship between organization-based self-esteem and employees’
innovative behavior and the indirect effect of ethical leadership on employees” innovative
behavior through organization-based self-esteem. This illustrates that the management
system adopted by an organization will influence the impact of the leadership style on its
employees’ innovative behavior. Therefore, with the increasingly fierce competition and
uncertainty, enterprises should not only focus on the importance of the leadership, but also
understand the importance of their flexible human management system, which can not only
improve the demand of employees for work flexibility but also increase their willingness to
work, so that employees can actively pursue innovative activities in a flexible and relaxed
working environment, and then promote the improvement of enterprise innovation and
gain competitive advantages for enterprises.

5.3. Limitations and Future Research Directions

This research has several limitations, which suggest meaningful future research direc-
tions. First, although we adopt two stages and paired tracking to collect data, most of the
data are from employees’ self-evaluation, especially employees’ innovative behavior, and
hence homologous errors are to some extent unavoidable. Therefore, a rigorous research
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design could be considered in future research to improve the accuracy and external validity
of the conclusions. Meanwhile, we only collected data from a single source of question-
naire, but future research can adopt significantly different methods (e.g., the collection of
objective quantitative data, the results from an additional experimental study, longitudinal
observations, qualitative findings, etc.) to avoid the single-source bias issue, or monitor
some variables over time to make the study longitudinal and significantly strengthen
the findings. Second, this research only considers the impact of direct supervisors on
employees’ innovative behavior. However, relevant studies show that different levels of
leadership have distinct influences on employees. In the future, we can further explore
the influence mechanism of ethical leadership at different levels on employees’ innova-
tive behavior. Third, our data was collected in a Chinese context, which is influenced
by traditional Chinese culture. Different views on ethical leadership research may be
found in other contexts. Therefore, future research may conduct investigations in other
regions and countries to verify the results of this study. Finally, we explain the relationship
between ethical leadership and employees’ innovative behavior from the perspective of
organization-based self-esteem of self-concept, while perceived insider status, another
aspect of self-concept, remains unincluded. In future research, we can construct, verify
and interpret the two constructs as a whole, or introduce new mediating variables from
other theoretical perspectives, such as self-efficacy and personality, to explore the influence
mechanism of ethical leadership on employees’ innovative behavior.

5.4. Conclusions

In conclusion, the results of this study indicate that ethical leadership positively pre-
dicts employees’ organization-based self-esteem, which has a positive impact on employees’
innovative behavior, and the flexible human resource management of the organization
has a positive moderate effect on the relationship between organization-based self-esteem
and employees’ innovative behavior. These results show not only that leadership plays
a positive role in promoting employee innovation, but also that flexible human resource
management enables employees to effectively develop their abilities and promote them to
pursue more innovative behaviors.
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