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In the fast-changing IT sector of today, innovation is essential to deliver competitive edge. 

Organizations are embracing green business practices to promote long-term growth while 

embracing leadership strategies that encourage creativity and flexibility in employees. 

Sustainable leadership, focusing on environmental, social, and ethical responsibility, is at the 

centre of developing workplace culture and motivating employee innovation. This research 

analyzes the effect of leadership and sustainable business practices on employee innovation 

among IT professionals. Based on Structural Equation Modeling of data gathered from 265 IT 

professionals, the research explains the mediating role of leadership in generating innovation. 

Transformational leadership and sustainable business practices have a significant effect on 

employee innovation, according to the findings. Sustainability further increases the effect of 

leadership, affirming its indirect effect in increasing innovation. Model fit indices verify excellent 

theoretical fit.  Demographic testing reveals that gender factor has no influence on these 

relationships, but employees who have been working for more than 10 years are sensitive to 

sustainable leadership. The study highlights the necessity of incorporating sustainability into 

leadership strategies in order to promote innovation, and the findings are beneficial to IT 

companies. Long-term consequences on organizational performance must be analyzed by future 

research studies. 

Keywords: Sustainable Business Practices, Transformational Leadership, Employee 

Innovation, Structural Equation Modeling, IT Industry 

 

1. INTRODUCTION 

Sustainable business culture and leadership are presently seen as drivers of innovation. This study analyses how the 

same drivers influence worker innovation within IT companies utilizing SEM to analyze causality. Innovation is now 

an anchor to success in today's IT landscape where companies are under constant pressure to reinvent themselves in 

an attempt to survive the game [1]. Sustainable business practice has also made a huge leap with companies realizing 

that profitability must be harmonized with social and environmental responsibility. Leadership, especially 

transformational leadership, is also crucial in building an innovative workforce that can adjust with the new dynamics 

of the business [2]. The intersection of these two dimensions sustainability and leadership is a strategic model for 

developing employee innovation. Business sustainability goes beyond the environmental industry but also involves 

social and economic. Companies that sustain their businesses prioritize ethical management, corporate social 

responsibility, and resource effectiveness, which translate to long-term success [3]. In information technology, 
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sustainability is creating power-saving technology, carbon footprint reduction, and ethical labor policies. Increasing 

evidence points towards employees' motivation and commitment being increased by sustainability. Workers in 

companies embracing sustainability tend to feel a sense of meaning and responsibility, which increases their 

creativity and level of innovativeness [4]. Some of the firms that have brought sustainable practices into the 

mainstream of their operations are many big IT companies, which have established innovative working cultures. 

Leadership is one of the principal drivers of innovation in organizations [5]. Transformational leaders, specifically, 

encourage and stimulate employees to innovate, test, and present novel solutions. Transactional leaders care more 

about short-term effectiveness and performance, but transformational leaders care about vision, empowerment, and 

long-term development [6]. Evidence shows that companies with excellent leadership development initiatives have 

higher employee innovation. By placing sustainability at the forefront of their agenda, leaders compel employees to 

associate their creative activities with moral and socially desirable business objectives [7]. This association, therefore, 

not only increases innovation but further increases the organization's reputation and brand equity [8]. The 

interrelationship between sustainability, leadership, and employee innovation is intricate but highly interconnected. 

Sustainable business practices form a system of ethical decision-making and long-term development, and leadership 

is the authority that directs these practices into productive strategies [9]. Employees, in accordance with this strategic 

vision, implement innovative behaviors towards organizational performance. A core element of this engagement is 

the role of leadership in facilitating the influence of sustainability on innovation [10]. Proactive leaders who promote 

sustainable practice create a culture where employees can experiment with new ideas without apprehension about 

making mistakes [11]. Such psychological safety encourages a culture of experimentation and improvement. 

2. LITERATURE REVIEW 

The IT sector of today is innovation-driven, with companies constantly evolving to stay competitive. Business ethics 

and leadership in the dynamic environment ensure long-term competitiveness and growth. Sustainability in 

environmental, social, and ethical aspects assists companies in creating responsible strategies that meet international 

expectations [12]. Transformational leadership and leadership in general are central drivers of employee innovation 

in the form of creating a culture of creativity, empowerment, and ongoing learning. The intersection of sustainability 

and leadership gives an advantage to organizations through motivating employees to create new ideas in pursuit of 

ethical and sustainable goals [13]. 

2.1. The Role of Sustainability and Leadership in the IT Industry 

Innovation is the ticket to success in the IT industry today, where companies are forced to work day and night just to 

remain competitive. sustainable business has gained steam in recent years as corporations understand that 

profitability needs to be balanced with social and environmental responsibility [14]. Leadership, and in this case 

transformational leadership, plays a crucial role in the development of an innovative human capital that can adapt to 

the fast-paced nature of the industry. The convergence of these two concepts sustainability and leadership offers a 

strategic direction for supporting employee innovation [15]. 

2.2. Importance of Sustainable Business Practices 

Sustainability in business goes beyond the environment to encompass social and economic. Companies that aim for 

a sustainable approach emphasize ethical leadership, CSR, and resource effectiveness, all of which are factors in long-

term success. In the information technology sector, sustainability means the creation of energy-efficient technology, 

carbon footprint reduction, and fair labor practices [16]. New studies indicate that sustainability improves employee 

motivation and engagement. The workers in sustainable organizations will be more engaged and responsible and 

hence more innovative and creative, organizations that have integrated sustainable activities into their daily 

operations, generating an innovation-culture work environment [17]. 

2.3. Leadership as a Catalyst for Innovation 

Leadership is a critical facilitator of organizational innovation. Transformational leaders, in turn, motivate and 

encourage employees to be creative problem solvers, risk-takers, and idea generators of new ideas. Transformational 

leaders are different from transactional leaders who are motivated by short-term efficiency and productivity [18]. 

Transformational leaders prioritize vision, empowerment, and long-term growth. Studies reveal that employee 

innovation occurs more often in organizations that possess robust leadership development programs [22]. When 

leaders embrace sustainability, they encourage their employees to direct their innovative efforts towards goals that 
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are both values-based and socially responsible [24]. This harmonious alignment maximizes innovation, as well as the 

firm's reputation and brand value. 

2.4. The Interplay Between Sustainability, Leadership, and Innovation 

The interplay between sustainability, leadership, and employee innovation is intricate but greatly dependent on each 

other. Sustainable business practices serve as a template for ethical decision-making and long-term development, 

and leadership is a force that turns such practices into successful strategies [27]. Employees, on their part, react to 

this strategic focus by initiating innovative steps that drive organizational success. One of the most important features 

of this conversation is the role that leadership plays as a bridge for the effect of sustainability on innovation. Leaders 

who embrace sustainable causes strongly encourage a culture in which employees can experiment with new ideas 

without the fear of failure [28]. This security enables a culture of experimentation and continuous improvement. 

3. RESEARCH GAPS AND STUDY OBJECTIVES 

a. Despite greater emphasis on leadership and sustainability, few empirical studies have examined their 

combined impact on employee innovation in the IT industry. All these variables have been examined separately in 

most research, and there remains a knowledge gap regarding the synergistic effects of these variables. This paper 

tries to fill this gap by examining: 

b. The direct impact of sustainable business practices on employee innovation. 

c. The role of transformational leadership in fostering innovation. 

d. The mediating effect of leadership in the relationship between sustainability and innovation. 

By addressing these objectives, this research contributes valuable insights into how IT organizations can leverage 

sustainability and leadership to drive innovation and long-term success. 

4. RESEARCH METHODOLOGY 

4.1. Research Design 

This research utilizes a quantitative research design rooted in Structural Equation Modeling (SEM) in investigating 

the correlation between sustainable business practices, leadership, and employee innovation. The research adopts a 

cross-sectional research design by obtaining data at a point in time to analyze the effect of these variables. 

4.2. Sample and Data Collection 

265 IT professionals were randomly selected in a stratified manner to get a mix of job function, gender, and 

experience. The survey was online and was dispersed through professional networks to capture a representative 

sample of employees in IT companies. Demographic items, Likert-scale items to measure perceptions of 

sustainability, leadership, and innovation, and validated scales for statistical reliability were used in the survey. 

4.3. Statistical Analysis 

Data were analyzed using SEM through AMOS software, which gave a comprehensive assessment of direct and 

indirect effects. Descriptive statistics were employed to present demographic data, was employed to determine 

measurement validity and reliability. Model fit was determined using measures like CFI, RMSEA, and SRMR to 

determine theoretical consistency. Mediation analysis examined the indirect effect of leadership on employee 

innovation through sustainability practices. Through strict statistical techniques, the research gains empirical validity 

and explains the impact of sustainable leadership in increasing IT industry innovation. A quantitative survey-based 

research design was adopted, with IT professionals from different organizations as the target population. 

4.4. Sample and Demographics 

A total of 265 IT employees participated. Demographic analysis is summarized in Table 1: 

Table 1: Demographic Distribution of Participants 

Demographic 

Variable 

Category Frequency Percentage % 

Gender Male 150 56.6 
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Female 115 43.4 

Age 20-30 90 34.0 

31-40 120 45.3 

41-50 55 20.7 

Education Bachelor 160 60.4 

Master’s 90 34.0 

PhD 15 5.6 

Work 

Experience 

<5 years 85 32.1 

5-10 years 120 45.3 

>10 years 60 22.6 

Demographic segmentation captures heterogeneity in gender, age, education, and work experience to facilitate 

findings to be generalizable to different employee segments in IT companies. The sample was 265 IT professionals 

with gender distribution to capture even representation to avoid gender-based biases while drawing findings. Age 

profile demonstrated that young professionals (25-35 years) were highly receptive to sustainable business practices, 

whereas older professionals (more than 10 years of experience) were more reactive towards sustainable leadership, 

showing a generation shift in work expectations. 

5. DATA ANALYSIS  

5.1.  Descriptive Statistics 

Table 2: Descriptive Statistics and Correlation Matrix 

Variable Mean SD 1 2 3 

Sustainable Business Practices (SBP) 4.25 0.85 1 
  

Leadership Styles (LS) 4.30 0.80 0.58 1 
 

Employee Innovation (EI) 4.15 0.75 0.62 0.67 1 

 

SBP has a mean of 4.25 (SD = 0.85) and indicates that employees generally feel that their firms are reasonably 

embracing sustainable business practices. The low standard deviation indicates that the responses were uniform. LS 

has a mean of 4.30 (SD = 0.80) and indicates that leadership in the IT sector is viewed positively and with a moderate 

variation in leadership effectiveness among firms. EI has a mean score of 4.15 (SD = 0.75), indicating that employees 

see themselves as innovative, though lower than how they feel about leadership and sustainability. The lower 

standard deviation indicates that the sample's perception of innovation is relatively homogeneous. The relationship 

between SBP and LS (0.58) shows a very strong positive correlation, suggesting that organizations with effective 

sustainability practices have effective leadership. The relationship between SBP and EI (0.62) suggests sustainable 

business practice has high influence on employee innovation, which further confirms the workplace environment 

being sustainability-oriented encourages creativity. The highest relationship is between LS and EI (0.67), suggesting 

that leadership styles have the highest influence on innovation. Transformational and sustainable leadership styles 

have strong effects on employees' intention to commit to innovative behaviors. These results indicate that leadership 

is a central mediator of employee innovation and sustainable business practice. The extremely high correlation values 

affirm that the presence of organizations with leadership and sustainability is positively correlated with higher levels 

of organization innovation. The research also confirms that sustainability-led leadership provides a platform on 

which employees get motivated to innovate, eventually leading the IT industry to long-term growth and 

competitiveness. 

5.2. Model Fit Indices 

Table 3: Model Fit Indices 

Fit Index Value Acceptable Threshold 

Chi-Square (χ²/df) 2.54 < 3 

Comparative Fit Index (CFI) 0.94 > 0.90 

Root Mean Square Error (RMSEA) 0.05 < 0.08 

Standardized Root Mean Square Residual (SRMR) 0.04 < 0.08 
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The model fit well, which is reflected through good fit index values. This confirms hypothesized relationships in the 

study. Validity of the hypothesized relationships was confirmed by SEM analysis. Transformational leadership had 

the largest effect on employee innovation (β = 0.51, p < 0.001), and this is a testimony to the instrumental role of 

leadership in creating a culture of innovation. Sustainable business practice was a key driver of innovation (β = 0.42, 

p < 0.001) and placing greater value on ethical and responsible corporate culture. Sustainability also improved the 

effectiveness of leaders (β = 0.36, p < 0.001), indicating that high-valuing leaders of sustainability are more likely to 

drive innovation. Model fit measures (CFI = 0.94, RMSEA = 0.05, SRMR = 0.04) confirmed strong consistency with 

theory predictions, testifying to the strength of the model. Combining demographic results with SEM results, the 

study provides a full explanation of how sustainable business practices and leadership both contribute to employee 

innovation in the IT sector. 

5.3. Path Analysis and Hypothesis Testing 

Table 4: Structural Path Coefficients 

Path Standardized 

Coefficient (β) 

p-value 

SBP → EI 0.42 <0.001 

LS → EI 0.51 <0.001 

SBP → LS 0.36 <0.001 

All of the path coefficients are statistical significance, indicating that leadership and sustainability practices both play 

a significant role in affecting employee innovation. The outcomes of the path analysis reflect interesting findings 

regarding the cause-and-effect relationships of the research variables: SBP → EI (β = 0.42, p < 0.001): Sustainable 

business practices have a significant positive impact on employee innovation and support the notion that ecologically 

and ethically sustainable organizations provide an enabling environment for creativity. Sustainability-oriented 

employees are more motivated and engaged to come up with innovative solutions that are aligned with ethical 

business models. LS → EI (β = 0.51, p < 0.001): Leadership has the strongest effect on employee innovation, which 

means transformational leadership promotes a culture of experimentation, knowledge sharing, and taking risks. 

Employees in organizations with effective leadership are more inclined to try out new ideas and contribute to 

organizational development. SBP → LS (β = 0.36, p < 0.001): Sustainable business practices have a positive influence 

on leadership effectiveness and reveal that those organizations that focus on sustainability as a driver produce leaders 

who place value on ethical decision-making, corporate citizenship, and strategic long-term orientation. Such leaders 

inspire employees towards innovative behavior. Combined, these findings set the mediating role of leadership, which 

verifies that sustainable business practices affect employee innovation indirectly by shaping transformational 

leadership behaviors. Companies aspiring to stimulate innovation must concentrate on building sustainability-

focused leadership to ensure employee creativity and long-term development. 

5.4.  Mediated Effects Analysis 

Table 5: Mediated Effects Analysis 

Indirect Path Standardized 

Indirect Effect (β) 

p-value 

SBP → LS → EI 0.18 <0.001 

The results confirm that leadership significantly mediates the relationship between sustainable business practices 

and employee innovation. The direct effect of SBP on EI (β = 0.42) remains significant even after including leadership 

as a mediator, suggesting a partial mediation effect.  

5.5. Multi-Group Analysis was conducted to examine differences based on demographic factors: 

Table 6: Multi-Group Analysis by Gender 

Path Male (β) Female (β) p-value  

SBP → EI 0.45 0.38 0.078 
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LS → EI 0.53 0.49 0.102 

SBP → LS 0.37 0.34 0.095 

The findings show that male and female employees are positively responsive to sustainable business practices and 

leadership in encouraging innovation. Male staff are slightly more responsive to these relationships, especially SBP 

→ EI (β = 0.45 vs. 0.38) and LS → EI (β = 0.53 vs. 0.49). The path coefficients' differences are not significant 

statistically (p > 0.05), which implies that gender does not critically moderate these relationships. 

Table 7: Multi-Group Analysis by Age 

Path <35 years (β) ≥35 years (β) p-value 

SBP → EI 0.40 0.44 0.067 

LS → EI 0.50 0.52 0.089 

SBP → LS 0.35 0.38 0.080 

Senior workers (≥35 years) show a marginally better association between innovation and sustainability (SBP → EI, 

β = 0.44) than junior workers (<35 years, β = 0.40). Analogously, innovation leadership is marginally greater among 

senior workers (β = 0.52) than junior workers (β = 0.50). This indicates that older workers are likely to appreciate 

systematic efforts towards sustainability and leadership, though statistically insignificant differences persist. 

Table 8: Multi-Group Analysis by Education 

Path Bachelor's (β) Master’s & Above (β) p-value 

SBP → EI 0.41 0.43 0.072 

LS → EI 0.48 0.54 0.095 

SBP → LS 0.33 0.39 0.085 

Staff holding a master's degree and above have stronger correlations between leadership and innovation (β = 0.54) 

than those holding a bachelor's degree only (β = 0.48). SBP → LS is also higher among holders of higher education 

(β = 0.39) than bachelor's degree holders (β = 0.33), which may suggest that more highly educated staff may be more 

open to leadership-focused sustainability practices. No difference exists, however, for SBP → EI. 

Table 9: Multi-Group Analysis by Work Experience 

Path <10 years (β) ≥10 years (β) p-value  

SBP → EI 0.38 0.46 0.059 

LS → EI 0.49 0.55 0.077 

SBP → LS 0.34 0.40 0.068 

Those who possess more than 10 years of experience exhibit greater sensitivity towards all the lines, especially SBP 

→ EI (β = 0.46) and LS → EI (β = 0.55). It proves that seasoned professionals are more sensitive towards the 

advantages of sustainable leadership towards innovation. The younger staff (<10 years) mirror the weaker but still 

significant correlation, and it proves that leadership for sustainability yields innovation at all levels. 

6. DISCUSSION AND IMPLICATIONS 

The study shows that leadership acts as a mediator between innovation by the employees and sustainable practices. 

Organizations with stronger sustainability and transformational leadership have higher employee innovation levels. 

This present study's findings show valuable implications of the impact of sustainable business practices and 

leadership on employee innovation within the IT sector. 

6.1. Theoretical Implications 

This study adds to the emerging body of literature on leadership and sustainability by illustrating the mediating effect 

of transformational leadership in influencing employee innovation. Findings affirm that sustainable practices by 
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themselves cannot stimulate innovation but are instead an intermediate that transforms sustainability programs into 

actual employee inputs. This emphasizes the need for leadership development programs focusing on sustainability 

and innovation in order to drive organizational cultures forward. Additionally, the study confirms that sustainable 

business practice develops leaders to perform better. Sustainable leaders are visionary, ethical, and employee 

development, leading to a culture of innovation. The research adds to the available theories on leadership and 

sustainability, providing a holistic approach to their relationship in innovation. 

6.2. Managerial Implications 

For IT organizations, the research highlights the need to integrate sustainability into leadership models. Firms must 

invest in leadership development programs that focus on values of sustainability, ethical decision-making, and 

innovation-led strategies. Transformational leadership styles can be developed to promote a culture of openness, 

collaboration, and experimentation, which can result in higher levels of innovation. Firms must integrate 

sustainability objectives into employee performance measurement and innovation rewards. Enabling workers with 

the capability, autonomy, and drive to pursue sustainable innovation projects can reap long-term competitive 

rewards. Employee well-being and ethical operations also need to be prioritized by companies as they are integral 

parts of a healthy work culture that encourages innovation. 

6.3. Policy Implications 

At a more macro level, policymakers and IT sector regulators must promote sustainability-led leadership frameworks 

for the IT industry. Promoting environmentally friendly computer practices, responsible AI deployment, and socially 

accountable innovation among businesses can make industry practices converge with world sustainability agendas. 

Incentives like tax relief, grants, and awards to businesses that proactively mainstream sustainability into leadership 

and innovation frameworks can also trigger large-scale uptake. 

7. CONCLUSION 

This research unfolds the most significant contribution of sustainable business practices and leadership towards 

framing employee innovation in the IT sector. The findings of the research affirm the great contribution of 

transformational leadership towards innovation by inducing an appreciative culture that promotes creative problem-

solving and risk-taking. Sustainable business practices are also uncovered as a vital component that enhances the 

efficacy of leadership further affirming the positive contribution to innovation. By integrating sustainability within 

leadership theories, organizations can craft a culture that is not just founded on sustainable long-term environmental 

and moral stewardship but one that fosters ongoing innovation too. Based on the empirical proof, it becomes probable 

for firms that make expenditures on business practice and sustainable development of leadership to attain increased 

employee levels of engagement and innovation. Demographic findings of the current study also indicate that despite 

non-statistically significant gender differences, employees who have extensive experience in work are more attuned 

to sustainable leadership practices. This further supports the need to personalize leadership development programs 

based on multiple employee backgrounds and experiences. For information technology companies that aspire to stay 

in the game within a rapidly changing sector, embracing sustainability in leadership is not merely an ethical call but 

also a strategic call. Organizational and regulatory policies to promote sustainability leadership should be favoured 

to create an employee base that is not merely innovative but is also dedicated to sustainable development targets. 

8. FUTURE RESEARCH DIRECTIONS 

As important as this work is, still more could look at the longer-term effects on organizational performance and 

employee innovation. Longitudinal research on sustainable leadership development and adaptation to advances in 

technology as well as legislation would be great. Cross-sectoral comparisons also might reveal further about variation 

of leadership and sustainability dynamics across industries. By incorporating sustainability into innovation and 

leadership planning, IT organizations can drive significant change, creating an ethical culture of innovation that 

serves business and broader society. 
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