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Abstract: This study aims to examine the effect of knowledge sharing and entrepreneurial leadership on employee
performance, with innovative work behaviour acting as a mediating variable. In the current competitive
organisational environment, improving employee performance is essential and can be influenced by leadership
style, knowledge exchange among employees, and employees’ ability to generate and implement innovative ideas.
Therefore, this study investigates how knowledge sharing and entrepreneurial leadership contribute to employee
performance both directly and indirectly through innovative work behaviour. This research uses a quantitative,
survey-based approach. Data were collected from 69 respondents and analysed using Structural Equation
Modelling (SEM) with the Partial Least Squares (PLS) approach. The analysis was conducted to evaluate the
relationships among knowledge sharing, entrepreneurial leadership, innovative work behaviour, and employee
performance. The results show that knowledge sharing and entrepreneurial leadership have a positive and
significant effect on employee performance. Furthermore, both knowledge sharing and entrepreneurial
leadership significantly influence innovative work behaviour. Innovative work behaviour also has a positive and
significant effect on employee performance. The mediation analysis reveals that innovative work behaviour
significantly mediates the relationship between entrepreneurial leadership and employee performance. However,
innovative work behaviour does not significantly mediate the relationship between knowledge sharing and
employee performance. In conclusion, entrepreneurial leadership and knowledge sharing are important factors
in improving employee performance. Organisations are encouraged to strengthen knowledge-sharing practices
and promote entrepreneurial leadership to stimulate innovative work behaviour and enhance employee
performance.
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1. INTRODUCTION

Small and medium-sized enterprises (SMESs) play an important role in supporting economic growth and
employment in many developing countries, including Indonesia [1], [2], [3], [4], [5]. SMEs contribute
significantly to national income, local economic development, and community welfare [6], [7], [8], [9]. In
addition, SMEs are often considered flexible and adaptive businesses that can survive economic uncertainty. In
the creative industry sector, SMEs also contribute to preserving local culture while generating economic value
[10], [11], [12].

One of the creative industries that has both cultural and economic significance in Indonesia is the batik
industry. Batik SMEs not only produce traditional textile products but also represent cultural heritage and local
identity [13], [14], [15]. In several regions of Indonesia, including North Sumatra, batik SMEs have experienced
growth and development as part of the creative economy sector. However, in order to remain competitive in an
increasingly dynamic market, these SMEs must continuously improve their organisational performance and
employee productivity.
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Employee performance is widely recognised as a critical factor that determines organisational success.
High employee performance can improve productivity, product quality, and overall organisational
competitiveness [16], [17]. In SMEs, where organisational structures are relatively small and resources are
limited, employee performance becomes even more crucial because employees often perform multiple roles and
responsibilities simultaneously. Therefore, understanding the factors that influence employee performance is
important for both researchers and practitioners.

One of the organisational factors that can enhance employee performance is knowledge sharing.
Knowledge sharing refers to the process through which individuals exchange knowledge, information, skills,
and experiences with others within an organization [18], [19]. Through effective knowledge sharing, employees
can learn from each other, solve problems more efficiently, and improve their work performance. Knowledge
sharing also helps organizations utilize collective expertise to achieve better outcomes.

Previous studies have emphasised that knowledge sharing contributes to improved learning capability
and organisational innovation. When employees actively share knowledge, organisations can develop new ideas,
improve work processes, and respond more effectively to environmental changes. However, the success of
knowledge sharing depends on whether employees are willing and motivated to exchange knowledge and
whether the organisation provides a supportive environment for knowledge exchange.

In addition to knowledge sharing, leadership plays an essential role in shaping employee attitudes and
behaviour in the workplace. Leadership influences how employees perceive organisational goals,
responsibilities, and opportunities for development. Among various leadership styles, entrepreneurial leadership
has gained increasing attention in recent years due to its emphasis on innovation, opportunity recognition, and
proactive decision-making.

Entrepreneurial leadership refers to a leadership style that encourages employees to explore new
opportunities, develop creative ideas, and take calculated risks to achieve organisational goals [20], [21]. Leaders
who demonstrate entrepreneurial characteristics tend to inspire employees to be more proactive and innovative
in their work. In SMEs, entrepreneurial leadership is particularly important because leaders often directly
influence employees’ motivation and organisational culture.

Another concept closely related to employee performance is innovative work behaviour. Innovative
work behaviour refers to employees’ ability to generate, promote, and implement new ideas that improve work
methods, products, or services [22], [23]. Employees who engage in innovative work behaviour are more likely
to contribute to organisational improvement and adaptability. Such behaviour is especially important in
competitive environments where organisations must continuously innovate to remain relevant.

Innovative work behaviour may also serve as an important mechanism linking organisational practices
and employee outcomes. When employees receive knowledge from their colleagues and support from their
leaders, they are more likely to transform these resources into creative and innovative actions. In this context,
innovative work behaviour may function as a mediating variable that explains how knowledge sharing and
leadership influence employee performance.

Although previous studies have explored the relationships among knowledge sharing, leadership,
innovation, and performance, empirical studies that integrate these variables within a single framework remain
limited, particularly in the context of SMEs in developing regions. Furthermore, many studies focus on large
organisations, while SMEs often have different organisational dynamics and resource constraints.

Therefore, this study aims to examine the influence of knowledge sharing and entrepreneurial leadership
on employee performance with innovative work behaviour as a mediating variable. The research focuses on batik
SMEs in North Sumatra, Indonesia. The novelty of this research lies in integrating knowledge sharing and
entrepreneurial leadership in explaining employee performance through innovative work behaviour within the
SME context. The findings are expected to provide theoretical contributions to organizational behavior research
as well as practical insights for SME managers in fostering knowledge exchange, leadership support, and
innovative behaviour among employees.

2. METHOD

This study employs a quantitative research approach to examine the relationships among knowledge
sharing, entrepreneurial leadership, innovative work behaviour, and employee performance. A quantitative
approach is appropriate for this study because it allows researchers to test theoretical relationships among
variables using statistical analysis [24], [25], [26], [27], [28]. The study aims to empirically investigate how
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organisational and behavioural factors influence employee performance within the context of small and medium-
sized enterprises (SMEs).

The research design uses a survey method to collect primary data from employees working in batik
SMEs located in North Sumatra, Indonesia. Data were collected using a structured questionnaire distributed to
employees involved in operational and production activities. A total of 69 respondents participated in this study.
The respondents were selected using a purposive sampling technique, considering employees who have sufficient
experience and involvement in the organisational processes within the SMEs.

This study consists of four main variables. Knowledge sharing is treated as the first independent variable
(X1), while entrepreneurial leadership is considered the second independent variable (X2). Innovative work
behaviour is positioned as the mediating variable (M), and employee performance is the dependent variable ().
These variables are examined to understand how knowledge exchange and leadership style influence employee
performance directly and indirectly through innovative work behaviour.

Knowledge sharing refers to the process through which employees exchange information, knowledge,
and experiences with colleagues in order to improve work processes and organisational learning. Entrepreneurial
leadership represents a leadership style that encourages innovation, opportunity exploration, and proactive
behaviour among employees. Innovative work behaviour refers to employees’ ability to generate, promote, and
implement new ideas in their work processes. Meanwhile, employee performance reflects employees’
effectiveness and productivity in accomplishing their assigned tasks and responsibilities.

To analyse the relationships among the variables, this study applies Structural Equation Modelling
(SEM) as the primary analytical technique. SEM is widely used in social science research because it enables
researchers to test complex relationships among multiple variables simultaneously. The method allows for the
examination of both direct and indirect effects between independent variables, mediating variables, and
dependent variables within a single analytical framework.

The measurement model in this study is evaluated to assess the reliability and validity of the constructs.
Reliability testing is conducted to ensure the internal consistency of the measurement indicators, while validity
testing is performed to confirm that the indicators accurately measure the intended constructs. The evaluation of
the measurement model includes tests such as convergent validity, discriminant validity, and composite
reliability.

After confirming the adequacy of the measurement model, the structural model is assessed to examine
the hypothesised relationships among the variables. The structural model analysis aims to determine the strength
and significance of the causal relationships between knowledge sharing, entrepreneurial leadership, innovative
work behaviour, and employee performance. This analysis also evaluates the mediating role of innovative work
behaviour in explaining the relationship between the independent variables and employee performance.

The research model proposed in this study assumes that knowledge sharing and entrepreneurial
leadership influence employee performance both directly and indirectly through innovative work behaviour. The
conceptual framework illustrates the relationships among the four variables, where innovative work behaviour
serves as a mediator linking knowledge sharing and entrepreneurial leadership to employee performance. The
research model used in this study is presented in Figure 1.

RESEARCH MODEL: DRIVERS OF EMPLOYEE PERFORMANCE
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Figure 1. Research Model
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The following hypotheses are proposed:
H1: Knowledge sharing has a positive effect on employee performance.
H2: Entrepreneurial leadership positively influences employee performance.
H3: Knowledge sharing has a positive effect on innovative work behaviour.
H4: Entrepreneurial leadership positively influences innovative work behaviour.
H5: Innovative work behaviour has a positive effect on employee performance.
H6: Innovative work behaviour mediates the relationship between knowledge sharing and employee
performance.
H7: Innovative work behaviour mediates the relationship between entrepreneurial leadership and employee
performance.

3. RESULTS AND DISCUSSION

RESULTS
Table 1. Profile and characteristics of respondents (n = 69)
Attributes Characteristic Frequency Percentage (%0)
Region Kota Medan 9 13.04

Kota Binjai 5 7.25
Kota Tebing Tinggi 2 2.90
Kota Pematang Siantar 3 4.35
Kota Padang Sidempuan 2 2.90
Kota Tanjung Balai 3 4.35
Kota Sibolga 4 5.80
Kota Gunung Sitoli 2 2.90
Asahan 4 5.80
Batubara 3 4.35
Deli Serdang 8 11.59
Serdang Bedagai 3 4.35
Humbang Hasundutan 3 4.35
Karo 1 1.45
Langkat 5 7.25
Mandailing Natal 2 2.90
Nias 2 2.90
Padang Lawas Utara 1 1.45
Pakpak Bharat 2 2.90
Simalungun 1 1.45
Tapanuli Selatan 4 5.80

The distribution of respondents shows that the majority of participants are located in Kota Medan,
representing 13.04% of the total respondents. This is followed by Deli Serdang with 11.59%, indicating that
these areas have a relatively higher representation of batik SMEs in the study. Several other regions such as Kota
Binjai and Langkat each contribute 7.25% of the respondents, while Asahan, Sibolga, and Tapanuli Selatan each
represent 5.80% of the sample.

Meanwhile, other regions such as Kota Pematang Siantar, Kota Tanjung Balai, Batubara, Serdang
Bedagai, and Humbang Hasundutan each account for 4.35% of the respondents. A smaller proportion of
respondents come from Kota Tebing Tinggi, Padang Sidempuan, Gunung Sitoli, Mandailing Natal, Nias, and
Pakpak Bharat, each contributing 2.90%. Lastly, Karo, Padang Lawas Utara, and Simalungun represent the
smallest proportion, each accounting for 1.45% of the total respondents.

This distribution indicates that the respondents involved in this study are geographically diverse across
several regions in North Sumatra, providing a broader representation of batik SMEs operating in different local
contexts.
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Table 2. Path Coefficients

Variable Entrepreneurial leadership  Innovative Work Behaviour
Entrepreneurial leadership 0.333 0.637
Innovative Work Behaviour 0.408
Knowledge Sharing 0.259 0.279

The path coefficient results show that entrepreneurial leadership has a positive influence on both
innovative work behavior and employee performance. The coefficient value of 0.637 indicates that
entrepreneurial leadership strongly contributes to encouraging innovative work behavior among employees. This
suggests that leaders who promote creativity, initiative, and opportunity exploration are able to stimulate
employees to generate and implement new ideas in their work. Meanwhile, the direct effect of entrepreneurial
leadership on employee performance is reflected by the coefficient value of 0.333, indicating that leadership
practices that emphasize entrepreneurial characteristics can moderately improve employees’ work outcomes.

In addition, the results also demonstrate that knowledge sharing has positive relationships with both
employee performance and innovative work behavior, with coefficient values of 0.259 and 0.279, respectively.
These findings indicate that when employees actively exchange knowledge, experiences, and skills within the
organization, it can contribute to improving work performance and fostering innovative behavior. Furthermore,
innovative work behavior itself has a positive effect on employee performance, with a coefficient value of 0.408,
suggesting that employees who actively generate and implement new ideas tend to achieve better work results.
Overall, these findings highlight the important roles of knowledge sharing and entrepreneurial leadership in
enhancing employee performance through the development of innovative work behavior.

Table 3. Outer Loadings

Variable Entreprene_urial Employee Innovativ_e Work Knowl_edge
leadership Performance Behaviour Sharing
EL1 0.823
EL?2 0.803
EL 3 0.873
EL 4 0.852
EL5 0.889
EL6 0.850
EL7 0.709
EL 8 0.825
EL9 0.771
EP1 0.816
EP2 0.859
EP3 0.755
EP4 0.845
EP5 0.489
EP6 0.867
EP7 0.801
EP8 0.838
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EP9 0.837

IWB 1 0.847

IWB 10 0.913

IWB 11 0.753

IWB 12 0.584

IWB 13 0.790

IWB 14 0.738

IWB 15 0.599

IWB 2 0.857

IWB 3 0.814

IWB 4 0.594

IWB 5 0.756

IWB 6 0.823

IWB 7 0.884

IWB 8 0.677

IWB 9 0.795
KS1 0.841
KS 2 0.926
KS 3 0.812
KS 4 0.866
KS5 0.908
KS 6 0.911
KS7 0.779

The outer loading results presented in Table 3 indicate that most measurement indicators demonstrate
strong relationships with their respective constructs. For the entrepreneurial leadership variable, all indicators
show loading values above the recommended threshold of 0.70, ranging from 0.709 to 0.889. These results
suggest that the indicators used to measure entrepreneurial leadership have good convergent validity and are
considered reliable in representing the construct. Similarly, the knowledge sharing variable also shows strong
loading values, ranging from 0.779 to 0.926, indicating that all indicators effectively reflect the knowledge
sharing construct.

For the employee performance variable, most indicators also demonstrate acceptable loading values
above 0.70, such as EP1 (0.816), EP2 (0.859), EP3 (0.755), EP4 (0.845), EP6 (0.867), EP7 (0.801), EP8 (0.838),
and EP9 (0.837). However, the indicator EP5 shows a loading value of 0.489, which is below the recommended
threshold. Similarly, several indicators within the innovative work behavior construct show loading values below
0.70, including IWB4 (0.594), IWB8 (0.677), IWB12 (0.584), and IWB15 (0.599). Indicators with loading values
below the threshold may weaken the measurement model because they do not sufficiently represent the latent
construct.

Therefore, indicators with outer loading values below 0.70 are removed from the measurement model
to improve the validity and reliability of the construct measurement. The indicators excluded from the model
include EP5, IWB4, IWBS, IWB12, and IWB15. After removing these indicators, the measurement model is re-
estimated to obtain a more reliable and valid representation of the constructs. The revised measurement model
reflecting the remaining indicators is illustrated in Figure 2, which shows the improved structure of the research
model after indicator purification.
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Figure 2. Fix Model
Table 4. Construct Reliability and Validity
Variable Cronbach's Composite Composite Average variance
alpha reliability (rho_a)  reliability (rho_c) extracted (AVE)
Entrepreneurial leadership 0.940 0.942 0.950 0.678
Employee 0.935 0.937 0.946 0.688
Performance
Innovative Work Behaviour 0.951 0.953 0.958 0.675
Knowledge Sharing 0.943 0.951 0.954 0.748

The construct reliability and validity results presented in Table 4 indicate that all variables in this study
demonstrate strong reliability. The Cronbach’s alpha values for all constructs are above the recommended
threshold of 0.70, indicating a high level of internal consistency among the indicators used to measure each
variable. Specifically, entrepreneurial leadership has a Cronbach’s alpha value of 0.940, employee performance
has 0.935, innovative work behavior shows 0.951, and knowledge sharing has 0.943. These results suggest that

the measurement items used in this study consistently represent their respective constructs.

In addition, the values of composite reliability (rho_a and rho_c) for all variables are also above 0.70,
confirming the reliability of the constructs in the measurement model. Furthermore, the Average Variance

Extracted (AVE) values for all constructs exceed the recommended threshold of 0.50,

indicating adequate

convergent validity. The AVE values are 0.678 for entrepreneurial leadership, 0.688 for employee performance,
0.675 for innovative work behavior, and 0.748 for knowledge sharing. These findings indicate that the indicators
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used in this study are able to explain a substantial proportion of variance in their respective constructs, confirming
that the measurement model demonstrates satisfactory reliability and validity.

Table 5. Model Fit Summary

Model Fit Saturated model Estimated model
SRMR 0.078 0.078
d_ULS 3.847 3.847
dG 4.656 4.656
Chi-square 1215.645 1215.645
NFI 0.636 0.636

The model fit results presented in Table 5 provide an evaluation of the overall suitability of the structural
model used in this study. The Standardized Root Mean Square Residual (SRMR) value for both the saturated
model and the estimated model is 0.078, which is below the commonly recommended threshold of 0.08. This
indicates that the model has an acceptable level of fit and that the difference between the observed data and the
predicted model is relatively small. In addition, the values of d_ULS (3.847) and d_G (4.656) represent
discrepancy measures that indicate the degree of difference between the empirical covariance matrix and the
model-implied covariance matrix. These results suggest that the proposed model demonstrates a reasonable level
of approximation to the observed data.

Furthermore, the Chi-square value of 1215.645 reflects the overall discrepancy between the sample
covariance matrix and the covariance matrix implied by the model. Although the Chi-square value tends to be
sensitive to sample size, it is still commonly reported as part of the model fit evaluation. The Normed Fit Index
(NFI) value obtained in this study is 0.636, indicating a moderate level of model fit. While this value does not
reach the ideal threshold of 0.90, it still suggests that the proposed model is able to explain a considerable portion
of the relationships among the constructs. Overall, these results indicate that the structural model used in this
study demonstrates an acceptable level of fit and can be used for further hypothesis testing.

Table 6. Results of Model Structural

Hvbothesis Original Sample mean  Standard deviation T statistics P
yp sample (O) (M) (STDEV) (|IO/STDEV|)  values
EL ->EP 0.333 0.353 0.159 2.089 0.037

EL -> IWB 0.637 0.622 0.128 4972 0.000

IWB -> EP 0.408 0.386 0.123 3.323 0.001
KS -> EP 0.259 0.262 0.090 2.890 0.004

KS -> IWB 0.279 0.289 0.123 2.272 0.023

KS -> IWB -> 0.114 0.117 0.069 1.661 0.097
EP
EL -> IWB ->
EP 0.260 0.235 0.080 3.232 0.001
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Figure 3. Results of Model Structural

The results of the structural model analysis indicate that knowledge sharing has a positive and
significant effect on employee performance, with a path coefficient of 0.259, a t-statistic of 2.890, and a p-value
of 0.004. Since the p-value is below the 0.05 significance threshold, H1 is supported. This finding suggests that
effective knowledge sharing among employees contributes to improved employee performance [29]. When
employees actively exchange knowledge, experiences, and skills, they can enhance their ability to solve
problems, complete tasks more efficiently, and improve work productivity. Therefore, knowledge sharing plays
an important role in strengthening employee capabilities and performance outcomes within organisations.

The results also show that entrepreneurial leadership has a positive and significant effect on employee
performance, with a path coefficient of 0.333, a t-statistic of 2.089, and a p-value of 0.037, which is below the
0.05 threshold. Thus, H2 is supported. This finding indicates that leaders who demonstrate entrepreneurial
characteristics—such as encouraging innovation, taking initiative, and recognising opportunities—can positively
influence employee performance [30]. In SMEs, entrepreneurial leadership is particularly important because
leaders often interact directly with employees and play a key role in motivating them to achieve better work
outcomes.

Furthermore, the analysis reveals that knowledge sharing has a positive and significant effect on
innovative work behaviour, with a path coefficient of 0.279, a t-statistic of 2.272, and a p-value of 0.023. These
results support H3, indicating that knowledge exchange among employees can stimulate innovative work
behaviour. When employees share ideas and experiences, they gain new perspectives and insights that encourage
them to develop and implement creative solutions in their work activities.

The findings also indicate that entrepreneurial leadership has a strong positive and significant effect on
innovative work behaviour, with a path coefficient of 0.637, a t-statistic of 4.972, and a p-value of 0.000.
Therefore, H4 is supported. This result suggests that entrepreneurial leaders play a crucial role in fostering an
innovative environment within organisations. Leaders who encourage creativity, experimentation, and proactive
thinking can motivate employees to generate and apply innovative ideas in their work processes.

In addition, the results show that innovative work behaviour has a positive and significant effect on
employee performance, with a path coefficient of 0.408, a t-statistic of 3.323, and a p-value of 0.001. Hence, H5
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is supported. This finding implies that employees who actively generate, promote, and implement new ideas tend
to achieve higher performance levels. Innovative work behaviour enables employees to improve work processes,
enhance efficiency, and contribute to organisational performance.

Regarding the mediation effect, the results show that innovative work behaviour does not significantly
mediate the relationship between knowledge sharing and employee performance, with a path coefficient of 0.114,
a t-statistic of 1.661, and a p-value of 0.097, which is above the 0.05 threshold. Therefore, H6 is not supported.
This suggests that although knowledge sharing directly influences employee performance and innovative work
behaviour, the indirect effect through innovative work behaviour is not statistically significant in this study.

Finally, the results indicate that innovative work behaviour significantly mediates the relationship
between entrepreneurial leadership and employee performance, with a path coefficient of 0.260, a t-statistic of
3.232, and a p-value of 0.001. Thus, H7 is supported. This finding implies that entrepreneurial leadership
enhances employee performance not only directly but also indirectly by encouraging innovative work behaviour.
In other words, leaders who foster innovation and creativity can stimulate employees to engage in innovative
activities that ultimately improve their performance [31], [32], [33], [34].

DISCUSSION

The findings of this study confirm that knowledge sharing has a positive and significant effect on
employee performance. This result is consistent with recent studies emphasizing that knowledge processes are
critical drivers of organizational outcomes, particularly in knowledge-based and SME contexts. For instance,
recent research highlights that knowledge sharing enhances employee performance by improving learning
efficiency, collaboration, and problem-solving capabilities [35]. Similarly, studies grounded in the Knowledge-
Based View (KBV) argue that knowledge exchange enables organizations to leverage collective intelligence to
achieve superior performance outcomes. However, compared to large-scale or technology-driven organizations,
the effect observed in this study is relatively moderate, suggesting that in SMEs—especially in traditional sectors
such as batik—knowledge sharing may still be oriented toward operational efficiency rather than strategic
innovation.

The positive and significant influence of entrepreneurial leadership on employee performance also
aligns with recent empirical findings. Prior research shows that entrepreneurial leadership enhances firm
performance by encouraging opportunity recognition, innovation, and proactive behavior among employees [36].
Moreover, studies in emerging economies suggest that entrepreneurial leadership is particularly effective in
SMEs due to the close interaction between leaders and employees. Compared to these studies, the present
research reinforces the argument that entrepreneurial leadership not only directly influences performance but
also plays a broader role in shaping organizational behavior. However, the relatively moderate coefficient
indicates that leadership alone is insufficient without being supported by behavioral mechanisms such as
innovation.

Furthermore, this study finds that knowledge sharing significantly influences innovative work behavior,
supporting prior research that identifies knowledge exchange as a key antecedent of innovation. For example,
recent studies show that knowledge sharing positively affects innovative work behavior and facilitates the
development of new ideas and solutions [37]. In addition, other studies indicate that knowledge sharing can act
as a mediator or enabler of innovation processes within organizations. Compared to these findings, the results of
this study suggest that while knowledge sharing does contribute to innovation, its impact may depend on
contextual factors such as organizational culture, employee motivation, and leadership support, which are often
more constrained in SMEs.

The strong influence of entrepreneurial leadership on innovative work behavior represents one of the
most significant findings of this study. This result is consistent with recent literature demonstrating that
entrepreneurial leadership plays a crucial role in fostering innovation by creating a supportive climate and
encouraging employee creativity [36]. Additionally, studies in the service and hospitality sectors show that
leadership styles significantly influence innovative behavior through mechanisms such as knowledge sharing
and self-efficacy [38]. Compared to these studies, the higher coefficient found in this research suggests that in
SMEs, leadership may act as the primary driver of innovation due to the centralized nature of decision-making
and organizational structure.

The findings also confirm that innovative work behavior has a positive and significant effect on
employee performance. This is consistent with prior studies that position innovative behavior as a key
determinant of individual and organizational performance. Employees who actively generate and implement new
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ideas are better equipped to improve efficiency, adapt to changes, and contribute to organizational
competitiveness. Recent studies further support this relationship by showing that innovation-oriented behavior
directly enhances performance outcomes in both industrial and service sectors [35]. However, this study adds
contextual value by demonstrating that in SMEs, innovative work behavior is not only beneficial but also
essential for sustaining competitiveness in traditional industries.

An interesting finding emerges in the mediation analysis, where innovative work behavior does not
significantly mediate the relationship between knowledge sharing and employee performance. This result
contrasts with several prior studies that identify innovation as a mediating mechanism between knowledge
processes and performance. For instance, some studies suggest that knowledge sharing enhances performance
indirectly through innovation or organizational learning mechanisms. However, the findings of this study
indicate that in SMEs, knowledge sharing may have a more direct and practical impact on performance rather
than being transformed into innovative outcomes. This suggests a contextual limitation, where knowledge
sharing is primarily used for task completion and efficiency rather than creative exploration.

In contrast, innovative work behavior significantly mediates the relationship between entrepreneurial
leadership and employee performance. This finding strongly supports recent studies indicating that leadership
influences performance through innovation-related mechanisms. For example, research shows that
entrepreneurial leadership enhances employee performance by fostering innovative work behavior and creativity
[39]. Compared to these studies, the present research provides stronger empirical support for the mediating role
of innovative work behavior, particularly in the SME context. This highlights that leadership effectiveness is not
only determined by direct influence but also by its ability to create an environment that encourages innovation.

Overall, this study contributes to the literature by offering an integrated framework that combines
knowledge sharing, entrepreneurial leadership, and innovative work behavior in explaining employee
performance in SMEs. Unlike previous studies that often examine these variables separately, this research
demonstrates their simultaneous and interconnected effects. Theoretically, this study extends the understanding
of how leadership and knowledge processes interact through behavioral mechanisms to influence performance.
Practically, the findings suggest that SME managers should not only focus on facilitating knowledge sharing but
also prioritize entrepreneurial leadership practices that actively promote innovation. This dual approach is
essential for enhancing employee performance and ensuring long-term competitiveness in dynamic and resource-
constrained environments.

4. CONCLUSION

This study aims to examine the role of knowledge sharing and entrepreneurial leadership in improving
employee performance, with innovative work behavior acting as a mediating variable. The results indicate that
both knowledge sharing and entrepreneurial leadership have a positive and significant effect on employee
performance. In addition, knowledge sharing and entrepreneurial leadership were also found to significantly
influence innovative work behavior. Employees who actively exchange knowledge and work under
entrepreneurial-oriented leadership tend to demonstrate higher levels of creativity, idea generation, and problem-
solving capabilities, which contribute to improved work outcomes. Furthermore, innovative work behavior itself
has a positive and significant effect on employee performance, indicating that employees who frequently engage
in innovative activities are more capable of achieving higher performance levels. The mediation analysis shows
that innovative work behavior successfully mediates the relationship between entrepreneurial leadership and
employee performance, suggesting that leaders who encourage entrepreneurial thinking can indirectly improve
employee performance by fostering innovative behavior among employees. However, innovative work behavior
does not significantly mediate the relationship between knowledge sharing and employee performance. This
finding suggests that while knowledge sharing directly improves both innovative work behavior and employee
performance, its indirect influence through innovation behavior is not strong enough to create a significant
mediating effect. Overall, these findings highlight the importance of strengthening knowledge sharing practices
and entrepreneurial leadership to encourage innovative work behavior and ultimately enhance employee
performance. Future research is recommended to explore additional mediating or moderating variables and to
expand the research context to different organizational sectors in order to enrich the understanding of factors
influencing employee performance.
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