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Abstract: The creative industry is often stated as a very prospective future industry as
evidenced by the many achievements both nationally and internationally. Generation Z has its
own anxieties and doubts when entering the workforce. Leaders' attention and support are
needed to increase creative activities in employees to be able to be actively involved in the
implementation of company ideas. The purpose of this thesis research is to determine the effect
of transformational leadership and shared leadership on work innovation behavior of
generation Z employees in the creative industry in Surabaya through organizational climate as
a mediating variable. The sample collection used purposive sampling technique in and survey
using google form in data collection. The results of this study show that both transformational
leadership and shared leadership have a significant positive influence on the work innovation
behavior of generation Z employees in the creative industry in Surabaya. Organizational
climate plays an important role in strengthening the influence of both types of leadership on
innovative work behavior. The dominance of the influence of shared leadership on innovative
work behavior in generation Z employees is greater than transformational leadership both
directly and indirectly through organizational climate.

Keyword: Transformational Leadership, Shared Leadership, Organizational Climate,
Innovative Work Behavior, Generation Z, Creative Industry.

INTRODUCTION

The creative industry is a business process from a wide-ranging creative economy that
utilizes digital technology to develop its business (F. Li, 2020). The creative sector is often
stated as a highly prospective industry of the future (I. K. Subagja, 2017). The existence of the
creative sector plays a very important role in the progress of the creative economy in a country.
Kemenparekraf or Baparekraf of the Republic of Indonesia has divided the creative economy
into 17 sub-sectors consisting of fashion, culinary, film, animation, video, photography, visual
communication design, television and radio, architecture, interior design, product design,
advertising, performing arts, crafts, fine arts, music, publishing, applications, and game
developers.
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Generation Z dominates 27.94 percent of Indonesia's total workforce, which stands at
143.72 million people (M. C Dinisari, 2023). Generation Z are individuals born between 1997-
2013 (D. P. Lestari and M. S. Perdhana, 2023) (K. Wennqvist, 2022). In Surabaya City, the
population in the age range of Generation Z in 2020-2023 averaged 220,000 people (BPS Kota
Surabaya, 2023). This makes East Java province the second with the largest number of
Generation Z residents in Indonesia (S. Widi, 2022).

Given the age of Generation Z, it is not surprising that they have begun to dominate the
world of work. Magano et al. (2020) said that Generation Z has begun to enter the world of
work or companies. The characteristics of Generation Z are tech-savvy, hardworking, and
hopeful (Kronos, 2019). Generation Z prefers a work environment that is personalized, flexible
and supports work-life balance (Kronos, 2019). The increase in the number of Generation Z
workers in Indonesia, especially in Surabaya, makes company leaders faced with the challenge
of always aligning the vision, values, and behavior of employees following generational
changes (K. Wennqgvist, 2022). According to Wennqvist (2022), one of the company's
important assets is recruiting the younger generation, who can bring new ideas and perspectives
as well as talents that are useful for the company (K. Wenngvist, 2022).

Today, companies are facing a globalized, digitized, multicultural, highly competitive,
and rapidly evolving world Magano et al. (2020). This technological advancement is an
advantage for Generation Z workers, who are often referred to as technology addicts Magano
et al. (2020). Supported by Subagja's (2017) statement, it is said that the main capital to work
in the creative industry is not physical capital or large machines, but rather labor capital or
creative, resilient human resources, as well as individual expertise and talent (I. K Subagja,
2017). Improving the quality of the local creative industry can be done through the availability
of a creative workforce accompanied by innovative work behavior.

Innovative work behavior is the work activity required by employees to complete
innovation tasks individually or in groups, whether physical or cognitive (G. Messmann, 2012).
In contrast to creativity, innovative work behavior is expected to provide benefits in the form
of applying more concrete components and being able to produce innovative outcomes (J. De
Jong and D. Den Hartog, 2010). The ability to continuously innovate products, services, and
work processes is considered very important for companies (J. De Jong and D. Den Hartog,
2010). Innovative industries can create and develop new practices in running their business
processes and produce new products with high market value (A. Nugroho et all, 2020).

Generation Z has its anxieties and doubts when entering the workforce (G. Sakitri, 2021).
The attention and support of transformational leaders is needed to increase the influence of
creative activities on their employees to be actively involved in the implementation of company
ideas (B. Afsar and W. A. Umrani, 2020). In addition, company leaders must be able to connect
and inspire Generation Z workers by building good communication relationships (V. Hardian
and E. Hermawan, 2022).

Transformational leadership will be able to inspire every employee and encourage them
to engage in innovative work behavior by pursuing the company's vision (B. Afsar and W. A.
Umrani, 2020). This statement has been supported by previous research by Gabriel et al.
(2022), which shows that the application of transformational leadership to Generation Z
workers in Malaysian hotels has a positive impact on the development of innovative behavior
attitudes and has an indirect impact on their intention to change jobs (O. D. Gabriel et al, 2022).
Another study found that academic leaders in Pakistani universities who applied
transformational and transactional leadership were found to have a significant influence on the
development of innovative work behavior (M. A. Khan et al. 2020).

Transformational leadership is more about mentoring and coaching to change employees'
attitudes or behaviors, while Generation Z prefers a leadership style where leaders put their
employees first (D. Dwidienawati et al, 2022). This leadership style is also known as shared
leadership. Shared leadership has key characteristics, namely lateral influence, collectively
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shared leadership, and collaborative decision-making (D. Dwidienawati et al, 2022), (J. Zhu et
al, 2016). Explicitly, shared leadership is the designated leader leading the work process in a
team and is characterized by collaborative decision-making and shared responsibility for the
outcome (J. E. Hoch, 2013).

Vandavasi, McConville, Uen, and Yepuru's (2019) research found that shared leadership
has a significant influence on innovative work behavior and is the main key to team
effectiveness in achieving goals (R. K. K. Vandavasi et al, 2019). Shared leadership affects the
innovative work behavior of workers in 43 work teams from various companies engaged in
training and development (J. E. Hoch. To develop innovative work behavior, transformational
leadership, and shared leadership are needed in a company.

The work environment can have a significant influence on the work performance of
Generation Z (H. Hendratmoko and N. Mutiarawat, 2024). As supported by Rampen et. al.
(2023), an organizational culture or work environment , 2013). That involves employees is
flexible to change, has purposeful goals, and has consistency in decision-making and behavior
affects Generation Z's work performance (D. C. Rampen et al. 2023). Based on these data,
another factor that is thought to influence transformational leadership, shared leadership, and
innovative work behavior is organizational climate.

Litwin and Stringer (1968) stated that organizational climate often refers to a set of
properties in the work environment that can be felt either directly or indirectly by everyone
who works in that environmental area and is considered to affect their motivation and behavior
(G. H. Litwin and R. A. Stringer Jr, 1968). Ulfa's research et al. (2022) found a relationship
between transformational leadership, innovative work behavior, and organizational climate,
where workers' positive attitudes and assessments of organizational climate will encourage the
formation of innovative work behavior (C. K. Ulfa et al, 2022).

This study aims to examine the contributions of various variables among Generation Z
employees in the creative industry in Surabaya. The primary objectives are: first, to investigate
the impact of transformational leadership on innovative work behavior; second, to assess the
effect of shared leadership on innovative work behavior; third, to evaluate the extent to which
organizational climate mediates the relationship between transformational leadership and
innovative work behavior; and fourth, to determine the extent to which organizational climate
mediates the relationship between shared leadership and innovative work behavior. This
research is expected to provide scientific contributions to the advancement of business and
management knowledge, particularly for creative industry companies in Surabaya. It will focus
on how transformational and shared leadership influence innovative work behavior, taking into
account the mediating role of organizational climate among Generation Z employees.

METHOD

The This research is quantitative, which begins with a literature study, problem
formulation, a review of the theoretical basis, and then testing measuring instruments. There
are four kinds of measuring instruments tested, namely the Transformational Leader Scale,
Shared Leadership Scale, Innovative Work Behavior Scale, and Organizational Climate
Questionnaire. Measuring instruments that meet reliability and validity standards will be used
for data collection and then processed before conclusions and suggestions are drawn. The
measuring instrument uses a Likert scale of 1-5 to measure the frequency level in each
statement.

This research model uses the regression equation method, which is useful for seeing the
relationship between mediation models (R. M. Baron and D. A. Kenny, 1986). The regression
method involving mediator variables will show three types of variable roles on other variables,
including direct effects, indirect effects, and total effects (H. M. Jogiyanto and W. Abdillah.
2009). We use the research model below (see Figure 1) to examine the impact of the
independent variable on the dependent variable, with or without a mediator.
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Figure 1. Conceptualized research framework
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Data was collected using Google Forms online by spreading through social media. The
population in this study are all Generation Z employees who work in the creative industry in
the subsectors of photography, visual communication design, advertising, architecture, and
interior design in Surabaya. The subsectors of photography, visual communication design,
advertising, architecture, and interior design were chosen because the majority of studios or
businesses carry out more or less the same main activities in running a business. The sample
collection in this study will use a purposive sampling technique. The sample criteria taken are
individuals with a vulnerable age of 17-27 years working in creative industry companies with
a maximum of 2 levels of leadership. The research will be carried out evenly in all creative
industries that take place in the city of Surabaya, East Java.

The instrumental test of the data analysis results from this study uses the SmartPLS
program, specifically for testing the external model and internal model. Least Partial Square
(PLS) is a component or variant-based equation model (SEM). The outer model test is a tool
used to ensure the feasibility of measuring instruments. Latent relationships between variables
and their indicators consist of three types, namely convergent validity, reliability, and
discriminant validity. The loading factor value of an item is very concerning when looking at
convergent validity. Yamin and Kurniawan (in Haryono, 2017), agree that the loading factor
value between 0.5 and 0.6 is still tolerable or acceptable (S. Haryono, 2017). Reliability tests
can be measured by two methods, namely Alpha Cronbach and composite reliability (H. Vashti
and T. Antonio, 2021). Jogiyanto & Abdillah (2009) say that the composite reliability or alpha
Cronbach value can still be said to be valid even though the value is at 0.6 (H. M. Jogiyanto
and W. Abdillah, 2009). According to Haryono (2017), the standard value of AVE is >0.5,
which means good convergent validity (S. Haryono, 2017). Discriminant validity is a
measurement model that looks at the value of cross-loading. Cross loading has > 0.7 on one of
the variables with the largest outer loading on the dependent variable (H. M. Jogiyanto and W.
Abdillah, 2009).

The inner model test is a model that can connect between variables and is used as a
significance parameter in hypothesis testing (H. M. Jogiyanto and W. Abdillah, 2009). First,
the R-Square (R2) model, R2, is used to measure the level of variance of the independent
variable on the dependent variable (H. M. Jogiyanto and W. Abdillah, 2009). The values of R2
are 0.67, 0.33, and 0.19; it can be concluded that the model is strong, moderate, and weak (W.
Chin, 1998). Second, the effect size (f2), according to Cohen (1988), has three criteria, namely
0.02 has a small effect, 0.15 has a moderate effect, and 0.35 has a large effect (J. Cohen, 1988).
The third is predictive relevance (Q2). According to Ghozali and Latan (2015), if Q2 > 0, then
it can be stated that the model has predictive relevance, whereas if Q2 < 0, then the model is
declared to have less predictive relevance (1. Ghozali and H. Latan, 2015).
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Hypothesis testing is carried out to see the effect of mediating variables on the
independent and dependent variables. In this study, hypothesis testing leads to the theory of
Zhao, Lynch Jr., and Chen (2010) with the results of significance between variables and their
effects (see Figure 2) (X. Zhao, J. G. Lynch Jr., and Q. Chen, 2015). The results of the
hypothesis analysis are taken based on the results of the t-test (t-statistics distribution), which
is useful for knowing the percentage of each variable (B. Nugraha, 2022). The standard
probability that must be met for the hypothesis to be accepted is 0.05. According to Nugraha
(2022), the t-test is carried out to determine how far the value of the influence or correlation
between variables (B. Nugraha, 2022). Direct or indirect mediation affects two variables, and
by looking at the results of the bootstrapping calculation between the three variables that
obtained a positive value, then it is referred to as complementary or partial mediation (X. Zhao,
J. G. Lynch Jr., and Q. Chen, 2015).

Is p,
significant
?

Ps
significant

? No

Yes

Yes

h

Complementary Competitive Indirect-only Direct-only No effect
(partial mediation) || (partialmediation) || (full mediation) || (nomediation) (no mediation)

Figure 2. Mediation effects analysis chart (Zhao, Lynch Jr., Chen, 2010)

RESULTS AND DISCUSSION

This study found 562 respondents who met the sample criteria. First, the outer model
results were calculated, and the convergent validity results showed that all question items had
a value of> 0.70 so it could be concluded that all items were valid. Based on Table 1, shows
that the reliability and average variance extracted (AVE) results exceed the threshold limit,
namely reliability> 0.7 and AVE> 0.5.

Table 1. Reliability and Average Variance Extracted (AVE)

Construct Cronbach’s Alpha Average Variance Extracted (AVE)
Transformational Leadership 0.969 0.743
Shared Leadership 0.965 0.761
Innovative Work Behavior 0.963 0.750
Organizational Climate 0.989 0.731

The correlation coefficient value on each statement item is greater than the coefficient
value on other constructs, which is> 0.7 so it can be concluded that cross-loading is fulfilled
from the results of the discriminant validity test. The results of testing the AVE root comparison
using the Fornell-Larcker Criterion show that the variable AVE root value is greater than the
correlation value between measuring instruments. Based on the results in Table 2, it can be
concluded that the results of comparing the root AVE values have good discriminant validity.
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Table 2. AVE root value comparison results

Transformational Shared Innovative Work | Organizational
leadership leadership Behavior Climate
Transformational 0.862
Leadership
Shared Leadership 0.827 0.873
Innovative Work 0.834 0.855 0.866
Behavior
Organizational 0.819 0.828 0.832 0.855
Climate

Table 3 shows the results of the inner model test, namely the R-square (R2) value on the
innovative work behavior and organizational climate variables. The R-square value of the
innovative work behavior variable is 0.801, which means that the innovative work behavior
variable affects transformational leadership, shared leadership, and organizational climate by
80.1 percent. Meanwhile, the R-square value of organizational climate is 0.743, which means
that the organizational climate variable affects transformational leadership, shared leadership,
and innovative work behavior by 74.3 percent.

Table 3. R-Square test results

R Square R Square Adjusted
Innovative Work Behavior 0.801 0.800
Organizational Climate 0.743 0.742

Based on Table 4, it can be seen the test results of the f-square value between the four
variables on the innovative work behavior and organizational climate variables. The
transformational leadership variable on the innovative work behavior variable has an f-square
value of 0.108, which means it has little effect. Meanwhile, shared leadership on innovative
work behavior has an f-square value of 0.190, which means it has a moderate influence. The
organizational climate variable on innovative work behavior has an f-square value of 0.095,
which means it has a small effect. The transformational leadership variable on organizational
climate has an f-square value of 0.221, which means that this variable has a moderate influence.
Finally, the variable of shared leadership on organizational climate has an f-square value of
0.279, which means it has a medium influence.

Table 4. f-square test results

Innovative Work | Organizational Climate
Behavior

Transformational Leadership 0.108 0.221

Shared Leadership 0.190 0.279

Innovative Work Behavior

Organizational Climate 0.095

The Q2 innovative work behavior test result is 0.839 so it can be concluded that this
research model has predictive relevance. Then, the Q2 organizational climate test result is
0.538 so it can be concluded that this research model has predictive relevance. Furthermore,
hypothesis testing with the SEM-PLS method is presented in Table 5 and it is stated that the
hypothesis is accepted with a t-statistics value> 1.972 and p-value <0.005. It can be concluded
that transformational leadership and shared leadership variables have a positive influence on
innovative work behavior and organizational climate.
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Table 5. Hypothesis test results

Original | Sample | Standard | T P
Sample Mean Deviation | Statistic | Value
(O) (M) (STDEV) |s
Transformational 0.288 0.287 0.041 7.106 0.000
Leadership -> Innovative
Work Behavior
Shared Leadership  ->|0.391 0.393 0.043 9.004 0.000
Innovative Work Behavior
Organizational Climate ->|0.271 0.272 0.039 6.915 0.000
Innovative Work Behavior
Transformational 0.425 0.425 0.046 9.212 0.000
Leadership ->
Organizational Climate
Shared Leadership  ->| 0.477 0.477 0.048 9.997 0.000
Organizational Climate

The results showed that transformational leadership, shared leadership, innovative work
behavior, and organizational climate have a significant and positive influence on each other.
These results are obtained from the calculation of hypothesis testing conducted using
SmartPLS. The resulting t-statistics value range is 6.915 to 9.997. The results of the hypothesis
analysis are taken based on the results of the t-test (t-statistics distribution) which is useful for
knowing the percentage of each variable (B. Nugraha, 2022). The standard probability that
must be met for the hypothesis to be accepted is 0.05. These values indicate a significant
influence between one variable and another.

Table 6 shows the hypothesis results between the independent variables, dependent
variables, and mediating variables tested on Generation Z employees in creative industries in
Surabaya.

Table 6. Comparison of hypothesis results

Code Value Significant
Transformational Leadership -> | Hi 0.288 Significant
Innovative Work Behavior
Shared Leadership -> Innovative | H> 0.391 Significant
Work Behavior
Transformational Leadership -> | Hs 0.425 Significant
Organizational Climate
Shared Leadership > | Hg 0.477 Significant
Organizational Climate
Organizational Climate -> | Hs 0.271 Significant
Innovative Work Behavior

The hypothesis test results show a t-statistics value of 7,106 and a p-value of 0.000 which
is <0.05, so H1 is accepted and it can be concluded that the transformational leadership variable
has a positive and significant effect on innovative work behavior. The Original Sample value
is 0.288 which can be predicted that if transformational leadership is increased, innovative
work behavior will increase by 28.8% of the increase in transformational leadership. This is in
line with Afsar & Umrani (2019) and Khan, et al. (2020)which says that transformational
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leadership has a significant positive effect on innovative work behavior (B. Afsar and W. A.
Umrani, 2020) (M. A. Khan et al. 2020).

The results of hypothesis testing show a t-statistics value of 9.004 and a p-value of 0.000
which is <0.05 so H2 is accepted and it can be concluded that the shared leadership variable
has a positive and significant effect on innovative work behavior. The Original Sample value
is 0.391, which can be predicted that if shared leadership is increased, innovative work behavior
will increase by 39.1% of the increase in shared leadership. This is in line with Hoch (2013)
and Vandavasi, Uen, and Yepuru (2019) who found that shared leadership has a significant
positive effect on innovative work behavior (J. E. Hoch, 2013) (R. K. K. Vandavasi et al, 2019).

The results of hypothesis testing show a t-statistics value of 9,212 and a p-value of 0.000
which is <0.05 so that H4 is accepted and it can be concluded that the transformational
leadership variable has a positive and significant effect on organizational climate. The Original
Sample value is 0.425, which means that it is predicted that if transformational leadership is
increased, the organizational climate will increase by 42.5% of the increase in transformational
leadership.

The results of hypothesis testing show a t-statistics value of 9.997 and a p-value of 0.000
which is <0.05 so H5 is accepted and it can be concluded that the shared leadership variable
has a positive and significant effect on organizational climate. The Original Sample value is
0.477 which can be predicted that if shared leadership is increased, the organizational climate
will increase by 47.7% of the increase in shared leadership. This result is in line with Gichuhi
(2023) which shows a significant effect between shared leadership and organizational climate
(J. M. Gichuh, 2023).

The results of hypothesis testing show a t-statistics value of 6,915 and a p-value of 0.000
which is <0.05 so that H3 is accepted and it can be concluded that the organizational climate
variable has a positive and significant effect on innovative work behavior. The Original
Sample value is 0.271, which means that it is predicted that if the organizational climate is
improved, the innovative work behavior of employees will also increase by 27.1% of the
increase in organizational climate. This is supported by recent research by Salsabila and
Mansyur (2024) which also found a positive effect between organizational climate and
innovative work behavior (Z. H. Salsabila and A. Mansyur, 2024).

Based on the bootstrapping results between transformational leadership and shared
leadership on innovative work behavior, the mediating variable of organizational climate
shows positive value results. Each produces a t-statistics value of 3.744 on transformational
leadership and 4.045 on shared leadership with a p-value <0.05.

The results of the analysis of this significant and positive effect are in line with the
research of Ulfa, et al. (2022) which also found a positive influence between transformational
leadership, innovative work behavior, and organizational climate (C. K. Ulfa et al 2022). The
study said that employees' positive attitudes and assessments of the organizational climate will
encourage the formation of innovative work behavior. The results of the significant and
positive influence analysis are in line with Hoch's (2013) research which states that there is a
positive relationship between shared leadership and innovative work behavior in a team (J. E.
Hoch, 2013). Shared leadership plays an important role in the development of innovative work
behavior in a team (J. E. Hoch, 2013).

CONCLUSION

Based on the results of the research that has been conducted, an overall conclusion can
be obtained which shows that both transformational leadership and shared leadership have a
significant positive influence on the innovative work behavior (work innovation) of Generation
Z employees in the creative industry in Surabaya. The test results show that the
transformational leadership variable has a positive and significant influence on innovative work
behavior with t-statistics of 7.106 and a p-value of 0.000. Second, shared leadership has a
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positive and significant influence on innovative work behavior with t-statistics of 9.004 and a
p-value of 0.000. Third, the organizational climate has a positive and significant influence on
innovative work behavior with t-statistics of 6.915 and a p-value of 0.000. Fourth,
transformational leadership has a positive and significant effect on organizational climate, with
a t-statistics value of 9.212 and a p-value of 0.000. Fifth, shared leadership has a positive and
significant effect on organizational climate with a t-statistic of 9.997 and a p-value of 0.000.
Overall, the hypothesis in this study is accepted.

Organizational climate also plays an important role in strengthening the influence of the
two types of leadership on work innovation. Organizational climate significantly and positively
mediates the effect of transformational leadership on innovative work behavior with t-statistics
of 3.744 and a p-value of 0.000. The organizational climate also significantly and positively
mediates the effect of transformational leadership on innovative work behavior with a t-
statistics value of 3.744 and a p-value of 0.000 so the hypothesis is accepted. The dominance
of the influence of shared leadership on innovative work behavior (work innovation) in
Generation Z employees is greater than transformational leadership both directly and indirectly
with organizational climate as a mediating variable.

Transformational leadership on innovative work behavior through organizational climate
mediation looks weaker with an original sample value of 0.335 (33.5%) while shared leadership
on innovative work behavior through organizational climate mediation has a stronger effect.
Organizational climate as mediation can provide an influence of 50.9% on the innovative work
behavior (work innovation) of Generation Z employees in the creative industry in Surabaya
who apply a shared leadership style, with the nature of complementary mediation (partial
mediation) which means that the mediating variable and the independent variable collectively
have a greater influence on the dependent variable than if only looking at the direct relationship
between the independent and dependent variables. So it can be concluded that shared leadership
balanced with the organizational climate will be very suitable in increasing the innovative work
behavior (work innovation) of Generation Z employees in the creative industry which requires
creativity and innovation in carrying out every main activity of the company.
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