
MANAGEMENT AND ACCOUNTING REVIEW, VOLUME 23 NO 1, APRIL 2024

ABSTRACT

While crucial to overall economic growth, the construction industry also has 
a reputation for significant environmental impacts. There is a pressing need 
to adopt more environmentally friendly procedures in this sector in light of 
growing worldwide concerns about sustainability. This study delved into the 
pivotal role of ethical leadership in influencing environmental performance 
in the construction industry, particularly within the Kuwaiti context. 
Leveraging a multi-faceted approach, the study examined the mediating 
effects of environmental innovation and the overarching innovation 
climate fostered by ethical leaders. Following a quantitative approach, the 
hypotheses developed in light of the literature were tested using structural 
equation modeling (SEM). An empirical survey was conducted among 230 
construction industry workers in Kuwait. The results confirm the relationship 
between ethical leadership and improved environmental performance. 
Furthermore, both environmental innovation and the broader innovation 
climate significantly mediated this relationship. The authors suggest further 
investigation into the role of additional potential variables as mediating 
and/or moderating factors. Recommendations are also made for the top 
management of construction firms for their consideration of environmental 
innovation and the innovation climate, along with the improvement of 
environmental performance.
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INTRODUCTION

Growing levels of global warming, which are in turn a result of 
environmental degradation and climate change, have increased stakeholders’ 
concern about the persistence of environmental problems. Strategic 
efforts are being undertaken at all levels to overcome the tension between 
environmental protection and economic development. The importance 
of cleaning up the environment has grown since the turn of the century. 
Environmental performance (EP) is essential for preventing pollution, 
environmental emissions, and waste from harming the environment and 
keeping businesses running smoothly (Kim et al., 2019). Researchers have 
paid increased attention to organizations’ EP in recent decades. As part of 
its efforts to preserve the planet’s natural resources and the environment, the 
Kuwaiti government has also placed a premium on environmental efficiency 
(Alsanad, 2015; Ottesen et al., 2023). The Kuwaiti government has been 
focusing on environmental efficiency and sustainability as part of its efforts 
to preserve the planet’s natural resources and the environment. One of such 
measures has been working towards the achievement of the Kuwait National 
Development Plan (KNDP) by focusing on environmental sustainability in 
its cities. The KNDP focuses on improving waste services, boosting energy 
efficiency, and promoting green infrastructure (UNDP, 2022). Kuwait is 
systematically prioritizing efficiency to conserve resources and transition 
to a greener, more sustainable economy over the long run.

EP of a construction company is defined as the company’s 
accomplishments in managing any interaction between construction 
operations and the environment (Morledge & Jackson, 2001). The EP of 
construction businesses is crucial to environmental protection (Polster et 
al., 1996). While construction helps people and society advance, it also 
has severe negative effects on the environment (Bossink, 1996). Kuwait’s 
construction industry has been booming in recent years due to several 
factors, including, government support for infrastructural development, 
tax reforms that have encouraged foreign investments, and attempts to 
diversify the economy (Mordor Intelligence, 2023; MWR, 2023). The 
Kuwait construction market size is estimated to be USD 13.16 billion in 
2023 and is expected to reach USD 17.55 billion by 2028, growing at a 
compound annual growth rate (CAGR)  of 5.93% (Mordor Intelligence, 
2023). While the growth of the Kuwait construction sector has benefited 



87

THE IMPACT OF ETHICAL LEADERSHIP ON ENVIRONMENTAL

the country economically, it has also created a number of problems for the 
environment. Most building and demolition waste is disposed of in landfills 
or untreated dumping sites, which leads to land degradation and groundwater 
contamination (Al-Raqeb et al., 2023). The construction industry is also 
responsible for a large proportion of global CO2 emissions (Alsanad, 2015). 
The construction industry’s impact on the environment is significant. To 
overcome these challenges and promote sustainable construction practices, 
there is a need for increased awareness, better planning, and effective waste 
management strategies in the country (Ismael & Shealy, 2018).

In recent years, there has been growing recognition of the potential 
of ethical leadership (EL) as a catalyst for advancing sustainable practices 
across a wide range of sectors. For example, Ogaga et al. (2023) showed 
that EL positively affects the sustainability of firms in the agro-allied 
sector. Also Khan et al. (2019) showed the impact of EL organizational 
environmental citizenship behavior in various manufacturing and service 
sector firms spanning different industries, such as electronics, insurance, 
health, textile, leather, automobile manufacturing, telecommunication, 
chemical, engineering, and glass and ceramics. In addition, both Ren et 
al. (2020) and Ahmad et al. (2021) showed that EL of a chief executive 
officer (CEO) can enhance the effectiveness of green human resource 
management in various industries, ultimately leading to improved EP. EL 
is defined by the promotion of justice, respect, and moral integrity. Leaders 
who set an example of ethical conduct have an impact on the company’s 
culture, decision-making processes, and operational methods, frequently 
encouraging them to choose long-term viability above quick profits. 
Ethical leaders support moral conduct by their subordinates by modeling it 
themselves and providing examples of how to use ethics in a practical setting 
and in their interactions with others (Akhmetshin et al., 2020). An ethical 
leader is one who puts the needs of their team members first. Employees’ 
pro-environmental actions are influenced in a positive way by EL since it 
serves as a precursor to such actions (Afsar et al., 2020). The need for EL is 
magnified in the context of the construction sector, particularly in places like 
Kuwait, which face distinct environmental and cultural constraints (Alazmi, 
2016). Sustainable building risks have a high likelihood of occurring due 
to a lack of knowledge and education, a lack of incentives, and a lack of 
government assistance, according to specialists in the construction sector 
(Ismael & Shealy, 2018). Leaders with strong ethical convictions therefore 
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play a crucial role in helping the Kuwaiti construction industry overcome 
its complex obstacles.

A company culture that promotes and rewards innovative thinking 
and creative problem-solving at all levels of the organization may act as a 
mediator between EL and long-term success. The basic assumption is that 
executives who care about the environment will create a culture where new 
ideas are encouraged and celebrated, increasing the likelihood that some of 
those ideas will be implemented. Leadership’s propensity for environmental 
innovation (EI), as shown in their knowledge and outlook, is thus seen as 
crucial for driving EI. Ethical leaders care about their teams, communities, 
and the planet as a whole, and they work tirelessly to achieve sustainable 
development targets (Brown, 2010). Ilyas and Ashfaq (2020) and Iqbal 
(2021) both argued that EI is a good method for EL since it results in win-
win scenarios for all stakeholders and improves sustainable performance.

Past studies have shown that EL affects business EI (Bahzar, 2019; Kim, 
2018; Liu, 2019), demonstrating a correlation between the two. To guarantee 
the company accomplishes shared objectives in line with the corporate 
vision, ethical leaders serve as agents of change, mentors, housekeepers, 
and visionaries (Maak, 2006; Maak, 2007; Pless, 2007). Managers who lead 
with integrity may have a significant impact on green initiatives at their 
companies, helping them better satisfy crucial constituencies. Scholars have 
also looked at how EI relates to a company’s EP, although the results have 
been mixed. EI has been shown to improve a company’s EP by, for instance, 
Chiou et al. (2011) and Rennings et al. (2006); however, Carrión-Flores 
(2010) demonstrates that the benefit was minor.

Each individual’s method of leadership may have a significant impact 
on the group’s ability to think creatively and innovate (Amabile, 1998; 
Dess, 2000). It is possible that leaders in organizations will use their social 
influence to persuade their followers to take action (Gini, 1998). Leadership 
traits are the most important environmental elements for innovation, 
according to management researchers and practitioners (Lawton, 2010). 
Executives may help create a culture that encourages innovation at their 
companies (Soken, 2014). To do so, one must acquire the knowledge and 
abilities necessary for innovation, such as the ability to plan and execute 
projects, manage resources, design and implement learning environments, 
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interact with and learn from others in the ecosystem, and accept and learn 
from setbacks (Morris & Covin, 2010).

Leaders who model ethical conduct, honesty, and care for the 
welfare of their employees create an environment that is conducive to 
creativity and new ideas. Also, leaders who put an emphasis on ethics 
and environmental sustainability show their staff the value they place on 
being environmentally responsible. Corporate cultures that value ethical 
behavior and environmental responsibility are fostered by CEOs who set a 
good example. In turn, this culture creates a setting where new ideas may 
flourish. Because they believe their bosses support and promote ecologically 
friendly solutions, staff members feel encouraged to come up with and 
execute their own.

There is an abundance of research into how management techniques 
affect business results. The relationship between EL and EP has also been 
the focus of other studies. In addition, the impact of EI and innovation 
climate (IC) on EP has also been extensively studied, although separately. 
However, there has not been enough research on how these elements relate 
to EL in the construction business. To fill this knowledge gap, this study 
investigated the mediating roles of EI and IC in the relationship between EL 
and EP. The study’s overarching goal was to provide a theoretical framework 
for illustrating how EL boosts EP in the construction sector by way of 
the mediating effect of an IC and EI. By bridging the existing knowledge 
gaps and offering empirical insights, this research aimed to provide a 
comprehensive understanding of how leadership can be the linchpin in 
the transition to sustainable construction practices in Kuwait and beyond. 

The paper would add to the existing body of research examining 
the relationship between EL, EI, IC, and EP, but with a specific focus on 
the understudied construction industry context in Kuwait. While previous 
studies often explored the impact of EL on organizational outcomes (Qing 
et al., 2020; Saha et al., 2020; Sarwar et al., 2020), this study extends 
the understanding to the unique challenges and opportunities within the 
Kuwaiti construction sector. Additionally, the incorporation of EI and IC 
as mediating factors added a nuanced layer, distinguishing this research 
from those primarily concentrating on EL alone. While some studies have 
analyzed one or the other as mediators individually (García-Machado & 
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Martínez-Ávila, 2019; Korku & Kaya, 2023; Majali et al., 2022), analyzing 
both mediators together would provide novel insights into how they interact 
to influence EP. By focusing on the construction industry, the findings could 
shed light on whether relationships found in other contexts hold true for this 
important industry, which has large environmental impacts. This context-
specific knowledge would help address gaps in the literature. Additionally, 
the study proposed examining these relationships within Kuwait’s business 
environment and culture, adding a non-Western perspective not represented 
in much of the existing research, which is dominated by Western samples. 
This cross-cultural component could enhance understanding of the 
generalizability of prior theoretical models. Finally, it will serve as a 
springboard for more research on EL in the construction sector.

The findings underscore the importance of ethical leadership in 
enhancing environmental performance within Kuwait’s construction 
industry. EL in the Kuwaiti construction industry was shown to significantly 
influence EP, while the relationship was mediated by both EI and IC. The 
results demonstrated to managers in the Kuwaiti construction industry 
that adopting an EL approach, with a focus on integrity, fairness and 
sustainability, helped create an organizational climate where employees 
felt comfortable proposing green innovations, leading to improved EP. 
Leaders in construction companies should encourage sustainable practices 
within their teams and cultivate a culture of ethics by providing training 
and assistance in areas such as ethical decision-making and environmental 
stewardship. Policymakers may find that promoting ethical business practices 
through guidelines or incentives encourages the development of innovative 
environmental technologies and processes across the entire sector, providing 
evidence that cultivating an ethical culture alongside compliance policies 
is important for driving long-term industry sustainability impacts.
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LITERATURE REVIEW AND RESEARCH 
HYPOTHESES

The Effect of Ethical Leadership on Environmental 
Performance

Leaders that exhibit ethical behavior make choices and take actions 
that are consistent with established standards of right and wrong in their 
organizations and communities (Trevino & Harrsion, 2005). These kinds of 
managers foster an atmosphere where caring for the planet and for future 
generations becomes fundamental to the company’s mission. They think 
about how their choices will affect everyone involved, not just the bottom 
line, and that includes the natural world. Ethical leaders who think about 
the big picture when making decisions tend to have better environmental 
results, as has been proven in research (Aftab et al., 2022; Dey et al., 2022). 
Existing study results (Hay, 2010) show that EL plays a tremendous role 
in encouraging workers’ pro-environmental behavior. The ideals, beliefs, 
attitudes, and moral actions of workers may be influenced by ethical leaders 
who are held up as role models. Bandura’s (1986) Social Learning Theory 
was relied upon here to explain how workers acquire knowledge and skills 
by mimicking the actions of others they see doing similar tasks. When 
leaders uphold morality, order, and the law, their followers do the same.

Workers who have a positive impression of their leaders are more 
likely to take pride in their job and the company as a whole, which in turn 
increases their pro-environmental actions (Ng, 2017). Ethical leaders in 
any corporation will also put into motion the policies and practices that 
help boost pro-environmental actions across the company. Ethical leaders 
help organizations create and implement ethical visions and engage 
in sustainable activities by, among other things, modeling the desired 
behaviors, disseminating ethical standards, and emphasizing environmental 
compliance (Bandura 1977; Bandura 1986; Ones 2012). This highlights 
how the principles, actions, counsel, and attitudes of an ethical leader may 
impact the EP of a business.

According to Iqbal et al. (2020), ethical leaders are those who uphold 
environmental ethics and standards and aid their organizations in achieving 
their environmental objectives. Ethical leaders have a duty to protect the 
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natural world and promote environmentally responsible actions since ethics 
form the foundation of EL (Lee, 2017). It is argued that followers of ethical 
leaders develop a deep sense of ecological morality from observing their 
actions and that this in turn motivates them to engage in bold, selfless acts 
of environmental protection that benefit both the environment and humanity 
(Khan et al., 2019). As a result, the following hypothesis was postulated:

H1:	 Environmental performance is positively and significantly affected by 
ethical leadership.

The Effect of Ethical Leadership on Environmental Innovation

The term “environmental innovation” is used to describe the 
introduction of any new or significantly improved product or service, 
manufacturing process, reform, or marketing solutions that decrease the 
consumption of natural resources and the discharge of hazardous waste 
all through the business’s life cycle (Arundel, 2009; Carrillo-Hermosilla 
& Könnölä, 2009; Kemp, 2010). Through the creation of green goods 
and services, the definition of procedures and setups, the development 
of processes and systems pertaining to energy protection, contamination 
anticipation and organization, and trash recycling, EI aids in the reduction 
of ecological pollutant loss (Armanda & Tukker, 2019). EI is seen as crucial 
to bolstering a company’s reputation and valuation by many academics and 
industry experts (Gallardo-Vázquez & Castuera-Dáz, 2019). Leadership 
and environmental organizations may both gain from capitalizing on the 
positive impacts that innovations have been shown to have (Garca-Morales 
& Verdu-Jover, 2008).

An ethical leader is seen as someone who facilitates communication 
between stakeholders and acts as a broker between competing interests both 
inside and outside the firm (Scherer, 2011; Voegtlin, 2011). Ethical leaders 
are able to bring disparate groups together, leverage their emotional and 
ethical intelligence, and work towards a cooperative agreement. That’s why 
it’s crucial to have ethical leaders who can properly incorporate stakeholder 
perspectives into decisions on EI (Doh, 2014). Ethical leaders, therefore, 
inspire green thinking among their staff. Focus is improved when people 
internalize ethical ideals like compassion. They are more concerned with 
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steady advancement, and they have the morals and traits necessary for 
technological advances in manufacturing. This gives them the ability to 
inspire their team members to think outside the box. As a result, they will 
be better able to build rapport with their superiors (Hoch, 2013). Leaders’ 
followers pick up on their inspiration and encouragement, and they 
always respond positively in kind because of the social learning theory of 
reciprocity. Furthermore, when subordinates have positive relationships 
with their bosses, they are more likely to do well in their jobs (Liden & 
Wayne, 1997). Subordinates will notice a leader’s positive approach, form 
emotional bonds, and feel bound to a leader who gives them purpose in their 
jobs, makes their work more meaningful (Iqbal et al., 2020; Den Hartog, 
2015), encourages them to be more innovative, and motivates them to be 
more adaptable to change (Chen, 2016). Therefore, this procedure may cause 
highly motivated and creative actions (Chen, 2006; Dhar, 2016).

It is the responsibility of company executives to foster an environment 
where workers feel safe enough to take risks while creating environmentally 
friendly goods and procedures (Diehl, 2017). If the status quo is harmful 
to the environment, then ethical leaders will push their followers to 
find alternatives (Neubert et al., 2008). Such leaders’ ethical compass is 
inherently attuned to the principles of sustainability and environmental 
protection. Ethical leaders guarantee their firms adhere to moral norms and 
make sustainable advancements in operational operations by advocating 
environmentally friendly innovations.

Existing research provides enough evidence of a causal relationship 
between leadership and creativity. Care, honesty, fairness, transparency, 
integrity, and group motivation are essential to ethical EI methods, and 
they are all promoted by ethical leaders (Ye & Tan, 2022). To achieve this 
goal, ethical leaders focus on the interests of all parties involved and behave 
morally at all times (Tu, 2016; Metcalf, 2013). This method successfully 
balances the enterprise’s economic and environmental advantages by 
creating a pleasant workplace and taking into account the needs of all 
parties involved (Demirtas, 2015). By taking a collaborative approach and 
allowing workers to operate autonomously, EI offers a promising means 
of coordinating the needs of many stakeholders (Hu, 2021). When workers 
are given more say over how they use company resources, they are more 
likely to come up with novel green goods (Liao, 2020).
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The leader’s cognitive biases and worldview have an impact on 
strategic decisions. As a result, the perspectives and expertise of businesses’ 
leaders have a significant impact on the level of EI they implement. EL places 
a premium on consultation with all relevant parties and works toward a more 
comprehensive vision of sustainable growth. Ethical leaders may find EI to 
be a great way to coordinate and balance the obligations and interests of all 
involved parties, particularly when it comes to the enterprise’s economic 
and environmental advantages. As a result, the following hypothesis was 
postulated:

H2:	 There is a positive relationship between ethical leadership and an 
organization’s environmental innovation.

The Effect of Ethical Leadership on Innovation Climate

Organizational innovation and creativity need strong leadership 
dissemination, employee empowerment, shared accountability, and diversity 
support (Agbor, 2008). There are different types of workplace environments, 
just as there are several management philosophies. Ye et al. (2011) identify 
a subset of organizational climate known as the “organizational innovation 
climate.” According to Amabile et al. (1996), an organization’s “innovation 
climate” consists of “factors that encourage creativity, autonomy, and 
freedom, resources, pressure, and barriers to creativity,” where “factors” 
refers to both positive and negative aspects of the work environment. 
Workload and organizational obstacles have a negative effect on employees’ 
creativity, while encouragement of creativity (including organizational 
encouragement, supervisor encouragement, and team encouragement), 
degree of autonomy, access to adequate resources, and opportunity for 
challenging work have positive effects.

When there is a healthy environment for innovation, employees feel 
they have the backing of their superiors and peers in their pursuit of new 
ideas. Managers’ encouraging and supportive actions communicate their 
expectations that workers will engage in creative activity (Tierney, 2004). 
Employees’ intrinsic motivation and inventiveness are impacted by this level 
of support (Amabile et al., 1996). According to Riley and Burke’s (1995) 
research on the topic of social interactions and role identity, the expectations 
of one’s “colleagues” at work will have a significant impact on the workers’ 
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ability to play imaginatively within their assigned roles. Behaviors of help 
are connected to what others expect of them. If a boss wants his or her staff 
to be innovative, for instance, he or she will act in ways that show their 
approval (Tierney, 2004). This lends credence to the idea that employees 
value their coworkers’ support highly and that this has an immediate effect 
on how they see their own creative roles within the company. Employees’ 
intrinsic motivation for creative work may be increased by many forms 
of social and emotional support inside a business (Hirst & Knippenberg, 
2009; Wang, 2010). This suggests that an organization’s positive views 
toward creativity, as well as the particular supporting actions of superiors 
and colleagues, transmit crucial situational support signals to employees, 
which in turn enable them to establish a creative role identity.

Organizational and team dynamics have been studied for their impact 
on creative behavior in the construction industry. The innovation atmosphere 
“reflected the individuals’ cognition for the sense-making of the working 
environment,” according to the research of Zhang and Darko (2018), who 
looked into the correlation between leadership and creativity in building 
projects. They contended that workers’ attitudes about their physical and 
mental working conditions would affect their motivation and actions in 
the area of innovation. The aspects of resource availability and support for 
innovation have been used by Park et al. (2004) in their study of the effect 
of construction project managers’ actions on innovation. They contended 
that each member’s unique perspective on the dynamics of the team is 
what makes the atmosphere for innovation a “cognitive interpretation of 
an organizational situation.”

There is a wealth of research showing how various leadership styles 
affect the social context and psychological environment, and hence the 
level of creativity and innovativeness in a team (George, 2007). Amabile, 
Moneta, & Kramer (2004), Somech (2006), and Wang (2010) all point to 
leadership style and leadership behavior as factors that encourage creative 
problem solving within a collaborative setting. Leadership endorsement of 
innovation may affect the enabling variables (strategy, environment, systems 
and structures, assessment, and incentives), as proposed by Villaluz and 
Hechenova (2019). Ethical leaders have open and honest conversations 
with their staff, showing a genuine interest in their feedback on how to 
improve not just ethical matters but also daily operations (Walumbwa & 
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Schaubroeck, 2009). Workers are encouraged to think for themselves and 
question how they might improve the company through their own creativity 
(Resick et al., 2006).

The leadership of a company has a significant impact on its culture. 
Trust, honesty, and openness are just a few of the qualities that ethical leaders 
show they value through their behaviors and choices. Such measures foster 
an environment where workers feel safe enough to question established 
norms and provide new perspectives on how to solve problems (Aloustani 
et al., 2020). Because of this, all levels of the company become more open 
to new ideas, which fosters a vibrant innovation atmosphere (Neubert et 
al., 2008).As a result, the following hypothesis was postulated:

H3:	 There is a positive relationship between ethical leadership and an 
organization’s overall innovation climate.

The Effect of Environmental Innovation on Environmental 
Performance

Ziegler and Nogareda (2009) describe EI as “a subset of technical 
innovation consisting of novel products and processes that can be used to 
prevent or mitigate an environmental impact. To minimize environmental 
hazards, pollution, and other adverse effects of resource usage compared 
to applicable alternatives, innovation in product, manufacturing process, 
service, management, or business technique is required (Antonioli et al., 
2013).

Organizational efforts that go above and beyond just complying with 
minimum standards for protecting the environment are the primary goal 
of EP (Colwell, 2013; Arshad & Ismail, 2021). The term “environmental 
compliance” refers to “the degree to which an organization’s operations, 
products, and resource use comply with existing environmental laws” (Craig 
& Hansen, 2011). Previous studies have found that ecologically friendly 
procedures integrated into business operations and product development 
are directly correlated with improved EP (Dubey & Ali, 2015; Siriattakul 
& Wattanapongphasuk, 2019; Singh & Graziano, 2020).



97

THE IMPACT OF ETHICAL LEADERSHIP ON ENVIRONMENTAL

Improved EP is a direct result of the connection between EI and 
a company’s environmental management plan (Chen et al., 2015). 
Furthermore, green product and process innovation reduces waste and 
costs, which boosts an organization’s economic and social performance 
(Seman & Mardani, 2019). Researchers and industry experts have largely 
agreed that resource waste and environmental degradation are inextricably 
related (Aldieri & Vinci, 2020; Iqbal, 2021; Liao, 2020). Previous studies 
have shown that organizations should view EI as proactive measures 
taken to enhance EP instead of a reactive response to stakeholder demands 
(Sawarjuwono & Dianawati, 2019; Elkington & Herman, 2018; Chen et 
al., 2019). Since EI seeks to develop present abilities to decrease the firm’s 
adverse impact on the environment and boost its short-term sustainability 
(Hall & Clark, 2003), it may improve resource consumption in business 
operations (Hart, 1995). To reduce environmental pollution, environmental 
innovators work to improve the quality and usefulness of already existing 
products (Martinez-Conesa & Palacios-Manzano, 2017). EI modifies 
product design processes to reduce the environmental impact of a product 
throughout its lifecycle.

The construction sector throughout the world relies heavily on 
cutting-edge technological advances. Adopting and putting into practice 
such technologies is crucial as the construction sector attempts to reduce 
its historically large impact on the environment. EI is directly related to 
improved EP; therefore, implementing such ideas into everyday operations 
allows businesses to significantly improve their environmental results. As 
a result, the following hypothesis was postulated:

H4:	 Environmental innovation has a positive and significant impact on 
environmental performance.

The Effect of Innovation Climate on Environmental 
Performance

The culture of a company may either boost performance or stifle 
it. Additionally, a supportive and inclusive work environment improves 
performance (Brown & Leigh, 1996). Similarly, Harter, Schmidt, and 
Heyes (2002) found from a meta-analysis of over 7,000 business units in 36 
firms that cultivating an atmosphere that encourages and rewards employee 
creativity may greatly improve a company’s chances of success.
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According to Henriques & Sadorsky (1999), it is generally agreed that 
a company may claim environmental commitment only if it devotes all of its 
available resources to environmental protection. Businesses are expected to 
put in effort for the planet by coming up with ecologically friendly methods 
of manufacturing and business operations (Figge & Hahn, 2012), rather 
than just looking out for their own bottom line. Cultural factors, industrial 
traits, and consumer willingness to pay for environmentally friendly goods 
and services all influence the net margins connected with environmental 
operations (Schaltegger & Synnestvedt, 2002).

Chen (2011) emphasized the need for cultivating a company culture 
that values and encourages environmental protection and awareness. 
According to Anderson & Bateman (2000), a higher degree of environmental 
commitment in an organization increases the likelihood that it will engage 
in actions that benefit the environment. According to Schaltegger and 
Synnestvedt (2002), businesses may maximize their positive impact on 
the environment by adopting policies and procedures that do notput them 
in the red financially. In addition, if a corporation has made environmental 
protection a central part of its mission, it will be difficult to disregard the 
effects of its actions on the environment (Sharma et al., 1999). Keeping 
procedures and processes under control and providing answers to concerns 
about how much and to what degree processes are impacting the environment 
require firms to comply with the requirements of regulatory and legislative 
authorities (Hutchinson, 1992).

When workers at all levels are motivated to think creatively and take 
initiative, they are more likely to take actions that improve EP (Deng et 
al., 2022). When workers believe their ideas will be implemented, they are 
more likely to be inventive (DiLiello & Houghton, 2006). Moreover, if 
businesses are successful in creating a favorable organizational atmosphere, 
employees will be more inspired to work hard and will be more invested 
in the company’s success. To foster innovation, a culture must not just 
tolerate but actively promote novel approaches to traditional issues. When 
these creative efforts are applied to environmental issues, ground-breaking 
solutions may be developed that greatly improve the EP of the firm as a 
whole.
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This further illustrates the need for everyone involved in the project to 
pitch in to foster an innovative environment that emerges from the interplay 
of the many moving parts. According to Panuwatwanich and Mohamed 
(2008), building projects’ innovativeness arises from the interplay between 
people and systems. For example, Kozlowski and Doherty (1989) argued 
that the atmosphere of a building project might be the result of social and 
psychological processes. Hence, the following hypothesis was proposed: 

H5:	 Innovation climate has a positive and significant impact on 
environmental performance.

Mediating Role of Environmental Innovation

While EL may have a direct impact on more sustainable results, it also 
sets off a chain reaction that boosts EI. Ethical leaders lay the groundwork 
for more EI by creating a culture in which these issues are emphasized. 
Importantly, workers may learn from this kind of leadership by emulating 
its tenets, which include honesty, integrity, and fairness (Laajalahti, 2018) 
and are thus crucial predictors of innovation (Singh & Graziano, 2020). 
Leaders like this inspire their teams to go above and beyond in their jobs 
(Ullah & Jamil, 2021) and to think creatively (Iqbal, 2021).

Ethical leaders encourage their employees to think creatively and 
promote an environment of free dialogue and information exchange. 
Accordingly, this concept promotes a mentally sound workplace, which 
in turn encourages creativity (Iqbal, Nasim, & Khan, 2020). These 
developments subsequently function as concrete means by which the 
company puts its ethical attitude into practice, resulting in measurable 
gains in EP. As a result, EI helps enhance EP by minimizing the negative 
effects that companies have on the environment. As a result, the following 
hypothesis was postulated:

H6:	 Environmental innovation mediates the relationship between ethical 
leadership and environmental performance.
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Mediating Role of Innovation Climate

The leadership style of a company has a significant impact on its 
overall IC, which may be crucial in mediating the connection between EL 
and EP. Through their moral actions, ethical leaders create an organization 
where employees may feel safe sharing their ideas and opinions openly. 
It’s crucial for creativity to flourish in an atmosphere where workers feel 
respected, safe, and free to try new things. This creative atmosphere is the 
driving force behind the implementation of the ethical leadership’s plan 
for ecological sustainability. To improve its EP, a company that prioritizes 
innovation may create new green technology, sustainable manufacturing 
processes, or waste-minimization procedures.

Hameed et al.’s (2023) research supports this mediation theory by 
showing that innovative organizations with good EL improve their EP in 
a roundabout way. This ground-breaking finding highlights how, although 
EL may sow the seed of environmental awareness, it is the innovation 
atmosphere that helps this seed grow and bear fruit in the form of improved 
EP.

Ethical leaders foster an innovative culture by fostering a shared set 
of core principles and a focus on the long term. In turn, this atmosphere 
fosters the development of strategies for addressing environmental concerns, 
closing the gap between EL and actual gains in this area. Hence, the 
following hypothesis was proposed: 

H7:	 Innovation climate mediates the relationship between ethical 
leadership and environmental performance.

Conceptual Model

Based on the above-mentioned derivation and discussion of the 
hypothetical relationship, this study aimed to analyze the relationship 
between EL and EP. At the same time, to test whether there was a significant 
mediating effect, this study tried to introduce two variables, IC and EI, as 
the mediating variables. Therefore, this study constructed the following 
(see Figure 1) conceptual model.
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Figure 1: Hypothesized Conceptual Model

METHODOLOGY

Study Population and Sample

The data was collected from the construction companies in Kuwait. 
According to the Kuwaiti Public Authority for Civil Information (PACI) 
2018, the number of construction workers in Kuwait was 439,422 
individuals (Soliman et al., 2023). This targeted population was compiled 
from a business directory listing for Kuwait (Kuwait listing, 2021), where 
construction firms were randomly selected from the ‘builders’ category. The 
selected companies were contacted about participating in the survey and a 
positive response was obtained from eleven companies who were interested 
in participating in the study. 

Material and Methods

This research was quantitative, and an adopted questionnaire was 
designed to collect the primary data from the staff of construction firms 
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in Kuwait by using a non-probability convenience sampling technique. 
The convenience sampling was used because it helps collects sample from 
respondents who are within reach and easily accessible. In addition, it is 
also considered that this method can help researchers collect a large amount 
of data in a short period. Quantitative research has been shown to be more 
accurate in assessing the relationship between variables (Creswell et al., 
2003), and the applied deductive method also evaluates the hypotheses 
(Bryman, 2007).

In terms of information gathering, the cross-sectional research design 
was chosen in order to assess specific variables at a single time point. The 
original questionnaire was written in English, and a translation into Arabic 
was provided for anyone who would like to fill it out in that language. Both 
versions of the questionnaire were pilot tested on five people to ensure 
clarity. The responses and suggestions were used to refine the questionnaire. 
The researcher was also able to predict how long it would take participants 
to finish the questionnaire thanks to this round of testing. After being 
translated, compared, and pilot tested, the questionnaire was ready to be 
sent out to the study’s participants.

Variable Measurement

This study used existing scales, which were reliable and verified by 
different researchers. All items were scored on a five-point Likert scale, 
ranging from 1 (strongly disagree) to 5 (strongly agree). EL was measured 
using the 10-item Ethical Leadership Scale (ELS) designed by Brown 
et al. (2005). The measurement of EI was based on the Organizational 
Innovation Scale (OIS) developed by Li et al. (2008). The measurement 
of IC was adopted from the Innovation Climate Scale (ICS) developed by 
Scott & Bruce (1994). The scale includes 22 items that captured employees’ 
perceptions of the organizational climate for innovation, such as support 
for new ideas, risk-taking, and rewards for innovation. The measurement 
of EP was based on an established 4-item scale developed by Wagner & 
Schaltegger (2004).
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RESULTS

A total number of 230 questionnaires were distributed to the respondents. 
After one month, 184 questionnaires were received, of which 18 were 
found incomplete and excluded from the final sample, leaving 166 complete 
questionnaires for analysis. The SPSS and AMOS software were used for 
data analysis.  

Descriptive Analysis 

To analyze the descriptive characteristics, the respondents’ age, 
qualification, designation, and experience were discussed, which is presented 
in Table 1.

Table 1: Demographic Data of the Respondents

Particulars Description Number of 
Respondents

Percentage of 
Respondents

Gender Male 143 86
Female 23 14
Below 20 15 9
20 - 30 55 33.1

30 – 40 61 36.7
40 and over 35 21.1

Education Certificate/Diploma 65 39.2
Bachelor’s degree 60 36.1
Master’s degree 35 21.1
PhD/Doctorate 7 4.2

Job designation Project manager 13 7.8
Project engineer 27 16.3
Site supervisor 35 21.1
Worker 85 51.2
Other 37 22.3

Job duration 1-5 years 22 13.3
5-10 years 50 30.1
10-20 years 22 33.7
More than 20 years 50 22.9

The demographic characteristics, displayed in Table 4.1, show 143 
males (86%) and 23 females (14%). This means that the survey sample was 
male dominated which is to be expected in the construction industry. In 
terms of age, respondents below 20 were 15 (9%), there were 55 respondents 
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(33.1%) in the 20-30 age group, 61 respondents (36.7%) were in the 30-
40 age group, and 35 respondents (21.1) were above 40. Furthermore, 65 
respondents (39.2%) had a certificate/diploma, 60 respondents (36.1%) hold 
a bachelor’s degree, 35 respondents (21.1%) have a master’s degree, and 7 
respondents hold a PhD/Doctorate degree. In terms of the job designation, 
13 of the respondents (7.8%) were project managers, 27 respondents (16.3%) 
were project engineers, 35 (21.1%) were site supervisors, 85 (51.2%) were 
workers, and 37 (22.3%) of the respondents were “other” employees in the 
construction firms.

Reliability Analysis

A reliability analysis of the measurement model is a recommended 
step before determining the structural analysis of the model (Anderson & 
Gerbing, 1988). To assess the unidimensionality of the measurement scales 
for each construct and verify the measurement model, an initial confirmatory 
factor analysis was conducted. Corresponding to the suggestions of Hair 
et al. (2009), the acceptable values of factor loading for the remaining 
items of each construct should fall in the range of 0.5 to 1. The internal 
consistency of each construct was evaluated using Cronbach’s alpha in this 
research. Cronbach’s alpha is a statistical measure of the reliability of a 
metric by examining how well its findings hold up when repeated using the 
same procedures (Taber, 2018). Table 2 displays the findings of the factor 
analysis. Overall, the values of factor loadings on items were greater than 
0.5. Also, all Cronbach’s alpha coefficients were found to be greater than 
0.7, indicating a satisfactory degree of dependability (Alghazi et al., 2021). 
All the average variance extracted (AVE) and the composite reliability (CR) 
of the variables were also found to be greater than 0.60 (Fornell & Larcker, 
1981). Hence, reliability assumptions were fulfilled.

Table 2: Factor Analysis of Measurement Items

Variables Items Factor 
loading

Cronbach’s 
alpha CR AVE

Ethical Leadership EL 1 0.884 0.809 0.832 0.620
EL 2 0.832
EL 3 0.846
EL 4 0.776

EL 5 0.642
EL 6 0.793
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EL 7 0.737
EL 8 0.535
EL 9 0.898
EL 10 0.695

Environmental Innovation EI 1 0.887 0.840 0.878 0.662
EI 2 0.609
EI 3 0.726
EI 4 0.814
EI 5 0.708

Innovation Climate IC 1 0.802 0.912 0.886 0.688
IC 2 0.621
IC 3 0.813
IC 4 0.664
IC 5 0.735
IC 6 0.752
IC 7 0.786
IC 8 0.639
IC 9 0.726
IC 10 0.857
IC 11 0.803
IC 12 0.658
IC 13 0.829
IC 14 0.730
IC 15 0.780
IC 16 0.654
IC 17 0.755
IC 18 0.955
IC 19 0.588
IC 20 0.793
IC 21 0.813
IC 22 0.718

Environmental Performance EP 1 0.806 0.824 0.789 0.651
EP 2 0.688
EP 3 0.850
EP 4 0.770

Correlation and Validation

Table 3 displays the mean, standard deviation, and correlations 
between EL, EI, IC, and EP. Using the criteria established by Fornell and 
Larcker (1981), this research also evaluated the discriminant validity of the 
AVE values. According to discriminant validity (Hair et al., 2013), all of 
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the concept items were distinct. According to Fornell and Larcker (1981), 
discriminant validity may be considered adequate if the values calculated 
from the square root of AVE are larger than all of its other co-relative values. 
The AVE square root values (in brackets in Table 3) were 0.787, 0.814, 
0.829, and 0.807. These values were greater than the maximum value of 
the absolute correlation coefficient between factors, respectively, indicating 
that the discriminant validity of this study was good.

Table 3: Means, Standard Deviations, and Correlations
Mean SD EL EI IC EP

Ethical Leadership 3.922 0.518 (0.787)
Environmental Innovation 3.202 0.672 0.584 ** (0.814)
Innovation Climate 3.446 0.612 0.618 ** 0.514 ** (0.829)
Environmental Performance 3.265 0.714 0.546 ** 0.593 ** 0.602 ** (0.807)

Notes: (1) diagonal elements are the square roots of AVE; (2) **: p < 0.01.

Hypotheses Testing 

The authors used the AMOS software package first to construct the 
structural equation model (SEM) to test the formulated hypotheses. The 
structural model examines the relationships between EL, EP, EI, and IC. The 
model also assesses the mediating effects of EI and IC on the relationship 
between EL and EP. 

Table 4 shows that the fit indices (Lei et al., 2021) used in measuring 
the fitting degree of the structural model of the model were satisfactory. 

Table 4: Model Fit Indices of Structural Model
Fit index Scores Recommended value

χ2/df 2.82 ≤ 2 a; ≤ 5 b
GFI 0.932 ≥ 0.90 a; ≥ 0.80 b
RMSEA 0.044 ≤ 0.08 a; ≤ 0.10 b
NFI 0.969 ≥ 0.90 a
AGFI 0.932 ≥ 0.90 a; ≥ 0.80 b
CFI 0.988 ≥ 0.90 a;

Note: a = acceptable range; b = marginal range.

The p-value is an important indicator of hypothesis testing. A p-value 
that is less than 0.05 is considered statistically significant while a figure that 
is less than 0.01 is viewed as highly statistically significant (CFI, 2020). 
A summary of the results from the path analysis is presented in Table 5.
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Table 5: Path Analysis Results for the Hypothesis Test

Path Hypothesis Estimate Standard 
Error (SE)

Critical 
Ratio (CR) p Decision 

EL  EP H1 0.342 0.132 0.713 *** Supported
EL  EI H2 0.251 0.096 6.092 *** Supported
EL  IC H3 0.193 0.080 8.537 *** Supported
EI  EP H4 0.287 0.073 3.088 *** Supported
IC  EP H5 0.182 0.095 4.398 *** Supported

Note *** p < 0.001

Hypothesis 1 stated that EP is positively and significantly affected 
by EL. The results of the SEM analysis revealed a significant positive 
relationship between EL and EP (β = 0.342, p < 0.001), providing support 
for Hypothesis 1. This positive relationship found between EL and EP 
provided support for the social learning theory. Leaders’ ethical behaviors 
influence followers to also act ethically through observational learning and 
internalization of norms (Ahmed & Khan, 2023). The results suggested 
that ethical leaders in the construction industry in Kuwait who prioritize 
sustainability set an example that enhances employees’ environmental 
citizenship behaviors and drives better EP outcomes. This finding is 
consistent with several prior studies that also found EL to positively impact 
EP in different industry and cultural contexts (Ahmed & Khan, 2023; 
Hameed et al., 2023; Khan et al., 2019). This result can also be explained 
by certain cultural characteristics in Kuwait that accentuate the influence 
of leadership. Kuwaiti culture has high power distance and collectivism, 
so employees tend to respect authoritative figures and conform to social 
norms more than individualistic cultures (Taqi, 2020). Therefore, the 
ethical guidance and role modeling of leaders could have an even stronger 
effect on followers’ environmental conduct in this setting. Additionally, the 
government has placed increasing emphasis on sustainability in recent years 
(Alsanad, 2015; Ottesen et al., 2023), augmenting the influence of leaders 
emphasizing similar priorities.

Hypothesis 2 proposed a positive relationship between EL and 
an organization’s EI. The SEM analysis showed a significant positive 
relationship between EL and EI (β = 0.251, p < 0.001), thus supporting 
Hypothesis 2. This positive relationship found between EL and EI is aligned 
with the social exchange theory. This theory posits that when leaders create 
an ethical work environment through support and fairness, employees 
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will reciprocate through extra-role behaviors like suggesting new green 
ideas (Aboramadan et al., 2022). This finding echoes prior research that 
also found EL to stimulate innovation. Numerous studies have shown 
that ethical leaders, by promoting trust, openness, and a commitment to 
values, contribute to a conducive environment for innovative thinking and 
practices (Şengüllendi et al., 2023; Yang & Liu, 2022). As shown earlier, 
high power distance means employees look to leaders for guidance more 
than individualistic cultures (Taqi, 2020). Cultural values, regulatory 
frameworks, and industry-specific dynamics in Kuwait may also impact how 
EL practices translate into EI. For instance, the emphasis on sustainability 
and innovation in the construction sector in Kuwait could be influenced by 
regional environmental challenges and government initiatives. Additionally, 
the oil-dependent economy has historically discouraged disruptive new 
technologies (Shehabi, 2023). However, the government is now promoting 
a more innovative and sustainable private sector (UNDP, 2022). As ethical 
leaders increasingly prioritize EI, it may become a more established and 
rewarded behavior over time as norms adjust to this shift.

Hypothesis 3 hypothesized a positive relationship between EL 
and an organization’s IC. The SEM analysis demonstrated a significant 
positive relationship between EL and IC (β = 0.193, p < 0.001), supporting 
Hypothesis 3. This positive relationship found between EL and IC aligns 
with leader-member exchange theory. This theory suggests that ethical 
leaders who treat followers fairly and provide support and resources will 
foster high-quality exchanges (Babič, 2014). Employees then perceive their 
workplace more favorably in terms of innovation support. This finding 
is consistent with prior studies that also linked EL to IC (Tran Pham & 
Nguyen Le, 2023). The contextual implication of this for Kuwait is similar 
to what has been explained for the results for Hypothesis 1 and Hypothesis 
2. Employees’ relationship with their leaders, who prioritize innovation, and 
increasing government promotion for innovation through initiatives like 
Vision 2035 (UNDP, 2022), make employees feel more psychologically 
safe proposing new ideas.

Hypothesis 4 suggested that EI has a positive and significant impact on 
EP. The SEM analysis indicated a significant positive relationship between 
EI and EP (β = 0.287, p < 0.001), confirming Hypothesis 4. This positive 
relationship found between EI and EP aligns with the natural resource-based 
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view theory that posits that developing innovative green technologies, 
processes, and solutions provides firms with a competitive advantage by 
improving environmental efficiency and reducing costs of compliance over 
time (Yunus & Michalisin, 2016). This finding is consistent with prior studies 
that also showed EI leading to better EP (Liao & Zhang, 2020). Rehman 
et al. (2021) reported an effect size of 0.277 for the relationship between 
green innovation and EP, similar to the coefficient found in this study (β 
= 0.182). However, an aspect of the Kuwait setting that may amplify this 
effect compared to other locations is the country’s strong policy emphasis 
on transitioning to a green economy (Alsanad, 2015; Ottesen et al., 2023). 
This regulatory driver encourages the development and adoption of new 
environmental innovations that directly enhance EP.

Hypothesis 5 proposed a positive relationship between IC and EP. The 
SEM analysis showed a significant positive relationship between IC and EP 
(β = 0.182, p < 0.001), providing support for Hypothesis 5. The positive 
relationship found between IC and EP aligns with the social exchange 
theory, just like in hypothesis 2. In this case, if employees perceive their 
workplace as supportive of new ideas through a positive IC, they will 
reciprocate through extra efforts that enhance organizational goals like 
improved EP. This finding is consistent with prior research demonstrating 
the positive impact of IC on EP (Crosley, 2014).  Kuwait’s collectivist 
culture, as a reflection of a broader Arab culture (Daly et al., 2014), means 
employees have a strong motivation to contribute to organizational success 
for the benefit of their in-group. A supportive IC may thus elicit even greater 
effort toward better EP goals as a way to uphold social obligations. The 
collectivist culture in Kuwait may amplify employees’ reciprocity responses 
to an innovative climate through extra efforts to improve EP, compared to 
more individualistic settings.

Mediation Analysis

Mediation analysis was conducted to examine the mediating effects 
of EI and IC on the relationship between the independent variable (ethical 
leadership) and the dependent variable (environmental performance). Our 
investigation into the mediating function followed the protocol laid forth 
by Baron and Kenny (1986). The following assumptions must be true if 
Hypothesis 6 was to be accepted: The first need was that there be statistical 
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significance between EL and EI and between EI and EP. The second thing 
to do was measure how EL affected the state of the environment. If there 
was statistical significance, then the next step will be to analyze how 
EL influenced EP by factoring in EI. A mediating influence exists if and 
only if the calculated coefficient is substantial. In determining the type of 
mediation, if both direct and indirect effects were significant, mediation is 
considered partial. On the other hand, if only the direct effect was significant 
or both effects were insignificant, then there was no mediation. Finally, if 
only the indirect effect was significant, it is called full mediation (Dash & 
Paul, 2021). The same method was used to test the mediating role of the 
IC (hypothesis 7).

Hypothesis 6 suggested that EI mediates the relationship between EL 
and EP. The results of the mediation analysis (Table 6) revealed that EL had 
a significant impact on EI and EP. EI had a significant indirect effect on EP. 
These results meant that EI played a partial mediating role between EL and 
EP, thus supporting Hypothesis 6. Hypothesis 7 proposed that IC mediates 
the relationship between EL and EP. The mediation analysis results (Table 
7) showed a significant indirect effect of EL on EP through IC (partial 
mediating role), providing support for Hypothesis 7. The mediation results 
followed the direct relationships covered in Hypothesis 1 to Hypothesis 5. As 
shown in these results, high power distance, collectivism, and government 
initiatives promoting sustainability reinforce the climate emphasized by 
ethical leaders in the Kuwaiti context. 

Table 6: Mediating Effect of Environmental Innovation
Path Coefficient SE t-value p Decision 

EL  EI 0.1524 0.0543 2.4294 *** Partial mediation
EL  EP 0.0645 0.0578 0.9284 *
EL  EI  EP 0.3292 0.0639 5.4294 ***
EL  EP 0.3390 0.0562 5.8231 ***

Note * p < 0.05; *** p < 0.001.
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Table 7: Mediating Effect of Innovation Climate
Path Coefficient SE t-value p Decision 

EL  IC 0.1547 0.0535 1.5732 *** Partial mediation
IC  EP 0.1293 0.0532 4.9622 ***
EL  IC  EP 0.3190 0.0597 5.3786 ***
EL  EP 0.3390 0.0562 5.8231 ***

Note * p < 0.05; *** p < 0.001.

DISCUSSION

The findings of this study highlight the impact of EL on EP and the role 
of EI and IC as mediators in this relationship, in the construction industry. 
Confirming Hypothesis 1, the findings showed that EL improved EP. 
Organizations that place a premium on EL practices are more likely to 
achieve positive results in EP. This confirms the findings of previous studies 
(Ren et al., 2020; Xuecheng & Iqbal, 2022) that show the importance of EL 
in shaping sustainable organizational practices and results. Ethical leaders 
create a culture that values environmental sustainability by creating high 
ethical standards, supporting openness, and displaying integrity. Because 
of the normative atmosphere they’ve created, workers are more likely to 
participate in ecologically friendly activities like recycling, conserving 
energy, and preventing pollution. As a result, firms with EL have a lower 
impact on the environment.

Furthermore, the results showed that EL influences both EI and the 
IC favorably (supporting Hypotheses 2 and 3). This suggests that ethical 
leaders create a culture in their organizations that encourages and rewards 
EI, which in turn improves EP. This is consistent with results from previous 
studies. Yang & Liu (2022) found EL positively affects employees’ green 
innovative behavior. Also, Crosley (2014) explored the possible relationship 
between EL and IC and found significant positive correlations between the 
two. In addition, this study’s results also show that EI and IC both favourably 
influence EP (supporting Hypothesis 4 and 5).  Previous studies such as 
Liao & Zhang (2020) found that EI had a positive effect on a firm’s EP. This 
is also supported by the results of a previous study conducted by Liao et 
al. (2021) which found that EI can positively promote both firms’ financial 
performance and EP. 
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The results also showed that EI and IC had mediating roles. EI served 
as a mediator between EL and EP (supporting Hypothesis 6). This finding 
accords with the findings of previous studies that have highlighted the role 
of innovation in fostering sustainable outcomes (Horbach, 2008; Grekova 
et al., 2013). Ethical leaders create an atmosphere conducive to innovation 
by praising and rewarding originality, risk-taking, and open dialogue. Staff 
members are inspired to create novel eco-friendly ideas and practices in 
this supportive setting. The construction sector has improved its EP, thanks 
to the use of green technology, sustainable materials, and energy-efficient 
processes. As a result, EL has an indirect impact on EP since it encourages 
creativity, which in turn encourages the adoption of novel methods.

Finally, the results from this study showed that a supportive 
environment for innovation mediates the relationship between EL and EP 
in part (corroborating Hypothesis 7). Results are similar to earlier research 
(Zhang & Darko, 2018; Xuecheng & Iqbal, 2022), which show that IC can 
mediate the relationship between EL and EP in the construction industry. 
Organizations should create a culture of innovation by putting in place 
the structures, procedures, and systems that encourage it. Some ways to 
accomplish this goal include allocating funds for research and development, 
promoting interdepartmental cooperation, fostering an environment that 
values education, and rewarding creative efforts. Organizations may boost 
the effect of EL on reaching sustainability objectives by encouraging a 
culture of creativity.

CONCLUSION 

The primary purpose of the current study was to find a meaningful 
relationship between EL and the EP of employees in the construction 
industry. The impact of EI and the IC in the sector as mediators in this 
direct relationship was also considered. The findings revealed that all the 
hypotheses were positive and significant, which showed the relationship 
between variables. The results highlight the value of EL practices, the 
encouragement of EI, and the promotion of a healthy innovation atmosphere 
in the workplaces of the construction industry. Organizations may develop 
a culture of environmental sustainability and inspire workers to come up 
with innovative solutions to environmental concerns if they practice EL.
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The future of Kuwait’s construction industry hinges on its ability to 
ethically navigate its growth trajectory. With the industry poised to play 
a significant role in the nation’s diversification efforts, ethical leaders will 
be the torchbearers, guiding the sector towards responsible and sustainable 
growth.

Several theoretical directions may be taken from these results. The 
first thing this research did was bridge the gap between the domains 
of EL and environmental sustainability, adding to the existing body of 
literature. It stressed the need to consider ethical factors in the context of 
EP by emphasizing the role of EL in pushing environmentally responsible 
activities. The elements that affect sustainable behavior in companies may 
be better understood with the help of this unified perspective.

Second, by showing how EI and IC served as intermediaries between 
EL and EP, the research broadened our grasp of those systems. This 
study elucidated the mechanisms through which EL may lead to better 
environmental results, specifically how EL practices can have a knock-on 
effect on EP by encouraging creativity and positivity in the workplace.

Finally, the results highlighted the complementary relationships 
between EL and innovation in enhancing EP. According to the findings, 
EL practices not only encouraged moral action but also help to build 
an innovative spirit that backs up efforts to improve environmental 
sustainability. To have the greatest possible effect on EP, it is crucial that 
EL practices and innovative tactics be aligned.

The findings of this study have several practical implications for 
construction practitioners and policymakers. To begin, companies in the 
construction sector should invest heavily in training their managers and 
supervisors in EL practices. Leaders may encourage sustainable practices 
within their teams and cultivate a culture of ethics by providing training 
and assistance in areas such as ethical decision-making and environmental 
stewardship.

Second, construction companies should foster a culture that recognizes 
and promotes eco-friendly creativity. Implementing innovation initiatives, 
allocating funds for research and development, and encouraging staff to 
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pitch in with novel solutions to environmental problems are all ways to get 
there. Creating an atmosphere conducive to innovation is also important 
for improving sustainability. Business leaders need to foster an atmosphere 
where workers feel safe enough to work together, speak their minds, and 
think outside the box to find solutions to environmental problems.

Last but not least, construction companies can’t create environmentally 
friendly processes without active stakeholder participation. EL may serve 
as a compass for these exchanges and make it easier to factor in stakeholder 
input when making decisions.

The present study contributes many valuable additions to the existing 
literature. The research has made important contributions, but there is a 
need to also talk about its shortcomings. To begin, the research may not 
be representative of the Kuwaiti construction sector as a whole due to 
its small sample size. Second, the cross-sectional nature of the research 
makes it difficult to draw any firm conclusions about cause and effect. The 
connections and the causal conclusions might be strengthened by doing 
longitudinal studies that follow the variables through time. Finally, self-
reported data was used, which is a potential source of common method bias. 
It’s likely that they gave the wrong response because they misunderstood 
the subject being tested.

While this research fills a gap in the literature, there are still numerous 
unexplored avenues that might be explored in future research. Sample sizes 
in similar research should be increased to test the generalizability of the 
results to other sectors and countries. Managers, policymakers, and other 
stakeholders can gain insight into which variables need to be prioritized 
in order to achieve business and environmental sustainability by using 
additional variables, such as culture and employee commitment, to gain 
a more nuanced understanding of their respective organizational impacts. 
Lastly, moderating variables can be introduced to understand how changes 
in the independent variable affect any or all of the dependent variables.
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