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Abstract

This paper examined the relationships among employee’s participation in decision making (PDM),
manager’s encouragement of creativity (MEOC) and employee’s creativity (CTY) and the role of
climate for creativity and change (CLT) as a possible mediator among the relationships. Multi-
source data was collected from 206 employees and their managers. The results indicated that em-
ployee’s participation in decision making and manager’s encouragement of creativity were posi-
tively related with employee’s creativity. Support was also found for the role of climate for crea-
tivity and change as a partial mediator. Findings suggested that employee’s creativity was posi-
tively related with employee’s participation in decision making and manager’s encouragement of
creativity through climate for creativity and change.
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1. Introduction

Currently organizations are working in very competitive and uncertain dynamic environment, which requires
organizations to be flexible, to acquire and adapt new knowledge, new technologies and new processes to intro-
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duce new products, services, cut costs, act faster than competitors and remain competitive. Creativity has been
argued to be necessary for organizations to gain competitive advantage [1]. When employees act creatively they
generate unique ideas on which organization can capitalize by developing and implementing the suggested new
product, process or procedure.

Considering the importance of creativity in organizations Today, this study investigated whether employee’s
participation in decision making and manager’s encouragement of creativity is related to employee’s creative
behavior and climate for creativity and change mediates the relationship?

Historically, researchers believed that the creativity was dependent on characteristics of individuals and fo-
cused their work on explaining them (cognitive ability, education, experience, habits, etc.) [2]. The research fo-
cused on differences between individuals led to a few crucial conclusions about the backgrounds, working habits
and personalities of creative people. Contemporary view of creativity says that every individual possesses the
ability to be somewhat creative and work environment influences creativity. Researchers began to study organi-
zations environments in search of climates that promote or impede creativity [3]-[6]. While there is fair amount
of knowledge that personality characteristics are related to employee’s creativity and contextual factors either
enhance or decrease creativity, it is important to identify leader’s role in encouraging employee’s creativity.
Managers or supervisors are in direct contact with employees and their role in motivating employees is very
critical (Mohammed, 2007). Many researchers have written about the direct relationship of leader’s behavior
with employee’s creativity [7], a few have written about indirect relationship more importantly the indirect rela-
tionship of leaders behavior, creativity and climate [8]. Supervisor is an immediate force which effects em-
ployee’s perception of the work environment [7]. Managerial encouragement is frequently discussed variable
that have been argued to effect creativity. Participation can also result from managerial encouragement. Par-
ticipation in decision making affects job satisfaction, employee’s performance, organization’s productivity, em-
ployee’s motivation and organization commitment [9]-[13]. All of these variables have significant impact on
creativity [12] [14] [15]. As involving employees positively affect all these variables, we argue that involving
employees in decision making will also increase employee’s creativity. Also Muindi [12] articulated participa-
tion’s effect on creativity. In this paper managerial encouragement and participation are both examined to find
objective evidence of their effect on creativity.

2. Literature Review
2.1. Employee’s Participation in Decision Making

Participative decision making is a managerial strategy which has been argued to affect the performance, organi-
zation commitment, turnover, motivation and satisfaction of the employees, organization productivity [12] [13]
[16]-[20]. Organization performance, organization commitment, employee’s turnover and satisfaction have sig-
nificant relationship with creativity [15] [21]-[23]. Participation improves organization performance, employee’s
satisfaction, motivation and decreases the turnover rate, that’s why involving employees in decision making will
increase employee’s creativity. Introducing participation in work group is argued to affect innovation and crea-
tivity [24] [25].

Organizational commitment has positive influence on employee’s creativity [21] [15]. Employees who par-
ticipate in decision making have positive attitude toward the organization and are committed to their jobs and
organization [9]. A significant and positive impact of job satisfaction exists on employee’s creativity [23] and
significant strong positive relation exist between participation is decision making and job satisfaction [4]. There
is a significant relationship between employee involvement in decision making and firm’s performance [14] [20].
Participation in decision making results in satisfaction of employees and increase in productivity and profit [14].
Since PDM is positively related with organization commitment, job satisfaction, motivation and performance it
will increase creativity as well. When employees provide input in decision making, changes are implemented
effectively and creativity, which is an important benefit of participative decision making [12]. Employees are
central to idea generation, without them there will be no ideas to implement (innovation) so they should be en-
couraged and involved in decision making. Participation can increase social interactions, discussions and sup-
port innovation; hence it is argued that employee’s participation in decision making will have positive relation-
ship with their creativity.

Employees are central to the generation of useful unique ideas but this does not mean other organizational
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factors that influences creativity should be ignored. These factors (e.g., leadership, freedom, resources, time
availability, organization encouragement, rewards, and performance evaluation) reside in the work environment
or social environment. Both componential theory of creativity and interactionist theory include social environ-
ment as a factor affecting creativity [4] [26]. Creative work environment is characterized by organization en-
couragement, group support, and autonomy, challenging work, supervisory encouragement and sufficient re-
sources [5]. Communication and involvement was found to be particularly significant in creating a climate of
creativity [27]. Freedom in work and risk taking has been encouraged to foster creativity [5] [28] [29] and free-
dom can be linked with risk-taking as taking risk is dependent on having freedom in how to do the work. Free-
dom and risk-taking are important as they enable employees to explore for creative solutions and try new ways
of doing work. One effect of implementing participative decision making can be the freedom of employees or
teams to decide how to carry out its task. Idea flow, participative decision making and management are impor-
tant parts of organization encouragement of creativity [5]. Support was found as only predictor of innovation in
groups or teams by Anderson and West [30] and work group support may be increased by implementing parti-
cipative decision making. Availability of resources also has been described to have determining effect on crea-
tivity [5] [6] [31]. By implementing participative decision making employees can have more control over the
allocation and utilization of resources. Managers who have positive attitude toward change create a climate that
is conducive of continues adoption of new ideas [6] by involving employee’s in decisions and managers can
nourish such climate. By involving employees in decisions resource allocation, freedom, rewards system, super-
visor subordinate communication, goals, group composition can be effected which are the factors of work envi-
ronment so it is proposed that involvement of employee’s in decision making will effect work environment.

Many mediating variables are suggested that could explain the link of PDM to creativity. Improved work en-
vironment was also suggested as a mediator that might explain PDM link to creativity [32]. Isaken et al. [32]
argued that climate was an intervening variable between individual and organization performance. Creative cli-
mate was found to mediate the relation of HPWS (involvement was one of the practices) and performance (in-
novation was one of the performance measures) [27]. Freedom in work, efficient utilization of employee’s
knowledge and diversity, increased social support and organization encouragement are mediating factors be-
tween participation and creative behavior [33]. Studies identified factors which effect creativity. These factors
include supervisory encouragement, organizational encouragement, group support, resource availability, free-
dom, challenging work, productivity, group diversity, communication, rewards system, evaluation system, rigid
rules [1] [3] [5] [6] [29]. Since climate for creativity is conducive to creativity characterized by elements that
support and enhance creativity, it is hypothesized that the effect of employee’s participation in decision making
on creativity will be mediated by climate for creativity.

2.2. Manager’s Encouragement of Creativity

Managers can encourage employees to be creative by articulating reason for creative job outcomes, stating what
organization values, and putting attention to the effectiveness of engaging in creative processes is most likely to
result in creative outcomes. Encouragement of creativity is the most discussed dimension in the literature [5].
Leader’s encouragement of creativity is defined as the extent of a leader’s emphasis on being creative and on ac-
tively engaging in processes that may lead to creative outcomes. Such emphasis will facilitate employee’s effort
toward creative response [34]. Managers should focus on encouraging and supporting employee’s as creativity is
more likely to occur if leaders are supportive [8]. Managers are in direct contact with employees and their role in
motivating employees is crucial (Mohammed, 2007). Creativity involves risk-taking and motivation of em-
ployees toward creativity warrants that they feel encouraged to take risks and break out of routine work [8]. En-
couraging employees to be creative or motivating them to engage in creative thinking will effect work environ-
ment in a way that employees will see organization as supportive of creativity and will engage in such behavior.
Team leader (supervisor, manager) is an immediate force that can make an impression on team’s experience of
the work environment [7] which will in turn affect their creative behavior. Employees are creative when they
have creativity relevant personal characteristics, challenging jobs, and are supported by supervisors [1].

Leaders can affect employee’s creativity through their behaviors that might encourage or discourage em-
ployee’s to come up with new ideas by taking risk. Leaders can also affect creativity indirectly [35]. Perceived
leader support is positively and significantly related with subordinate’s creativity [7]. Management style and
leadership was identified as a factor influencing organizations capability to manage innovation [36]. Zhang and
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Bartrol [34] found that leader’s encouragement of creativity moderated the relationship between psychological
empowerment and creative process engagement which influenced employee’s creativity. A study by Ahmadi
and Emamipour [37] examined relationship of organization climate and employee’s creativity, and found a sig-
nificant and positive relationship between manager’s behavior and employee’s creativity. Supervisory encou-
ragement is one of the factors which effect creativity and innovativeness [6]. Employees are a source of ideas so
they should be encouraged to ensure a healthy supply of ideas to input into innovative process [36]. If em-
ployees are encouraged to be creative they will surely be motivated to engage in thinking at things from differ-
ent perspective, gathering information and which will result in creative alternatives.

Creativity is effected by team composition (e.g. diversity), team characteristics (e.g., cohesiveness, team size),
team processes (e.g., social information processes, problem solving strategies), and contextual influences [4].
Supervisory encouragement is one of the contextual influences that effect creativity [29]. In componential theory
of creativity, Amabile articulated three individual level components (domain relevant skills, task motivation and
creativity relevant processes) and one component independent of individual the work environment will effect
creativity [26] [38] and managers can influence these components of creativity [29].

Componential theory of creativity articulated by Amabile [26] states creativity is influenced by individual
components and work environment. Work environment includes factors which serve as stimulants or obstacles
of intrinsic motivation. Supervisory encouragement is quoted as stimulant of intrinsic motivation which is a core
element of creativity [26] [38]. Intrinsic motivation will determine what an individual is willing to do to achieve
an objective [5]. Open supervisory interactions and perceived supervisory support affect creativity and under
these conditions employees will less likely experience fear of negative criticism that can undermine intrinsic
motivation necessary for creativity [5]. Employees produce creative work when employees have creativity re-
lated characteristics, complex challenging jobs and supervised in supportive and noncontrolling way [1]. Work
environment is made up of organizational motivation or encouragement, management practices and resources [5]
and all of these components are deemed necessary for innovation to foster. Managerial practices identified by
Amabile are challenge, freedom, resources, work-group features, supervisory encouragement, and organizational
support which enhance or kill creativity [29]. Leadership has not been studied as an important influence on crea-
tivity, despite its effect on work environment and the effect of work environment on creativity [7]. Organization
managers can influence novel productivity and the climate for creativity and innovation. Climate for creativity
was proposed as intervening variable between individual creativity and team creativity; result supported the
preposition [39]. Leaders can influence novel output, organization climate for creativity and creativity [32].
Leaders can effect employee’s creativity through their behaviors that might encourage or discourage employees
to come up with new ideas by taking risk and leaders can also affect creativity indirectly by influencing work
environment [35]. According to componential theory social environment has factors which enhance or impede
creativity. Challenging work, freedom in carrying decisions, collaborative, diverse and idea focused teams, rec-
ognition of creative work, supervisory encouragement of idea generation and top management supporting crea-
tivity will enhance creativity while harshly criticizing new ideas, problem of status que, low risk attitude of top
management will block creativity [38]. Leaders play important role in eliminating factors that decrease creativity
and maintaining aspects which enhances creativity [35]. Leaders need to play active role in fostering, supporting
and encouraging creativity. Hence, leader’s role is to make sure that work environment and human resource
practices (e.g., resources, rewards and evaluations) are such that creative outcomes can occur [40]. Rewards,
evaluation, resources and support [5] are closely tied with creative behavior of employees therefore leaders
should link them so creativity is perceived as important. For example if employees are evaluated as creative, but
they are never rewarded or provided access to required resources, they might receive mixed signals and discon-
tinue to behave in creative way. Therefore managers need to plan which behaviors or outcomes they want and
based on that they need to support, reward and evaluate their employee’s.

Ekvall and Ryhammar [41] by examining the creative climate found that climate had significant effect on or-
ganizational outcomes and organization resources, leadership style and structure had significant impact on both
organization climate and organizational outcomes. Gelade and lvery [42] found significant correlation among
HRM practices, work climate and organization performance. Further they found that effect of HRM practices
was mediated by work climate on organization performance. As leaders can influence factors of work environ-
ment which either increase or decrease creativity, and work environment can effect creativity, it is hypothesized
that work environment will mediate between managers encouragement of creativity and employee’s creativity.
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3. Materials and Methods
3.1. Conceptual Framework (Figure 1)

PDM and MEOC are the independent variables. Employee Creativity is the dependent variable and Climate for
Creativity and Change is the mediator variable. The model examines the direct effect (c1 and c2) and indirect
effect (b) of PDM and MEOC on employee’s creativity via climate for creativity and change. Path al will show
the effect of PDM on CLT and path b will show the effect of CLT on CTY. By multiplying path al and b we
will have the indirect effect of PDM on CTY. Likewise a2 will show the effect of MEOC on CLT and by mul-
tiplying a2 and b we will have the indirect effect of MEOC on CTY. We will use process procedure developed
by Hayes (2013) to calculate direct and indirect effects of independent variables and check the significance of
the effects.

3.2. Measures

3.2.1. Participation in Decision Making

Employee’s participation in decision making was measured using Ruh’s [11] five-item measure. Employees
were asked to indicate the extent to which they were involved in decision making. Responses were recorded on
5 point likert scale ranging from 1 (“far too little”) to 5 (“far too much”). Sample item include “In general, how
much say or influence do you have on what goes on in your work group?”

3.2.2. Manager’s Encouragement of Creativity

Manager’s encouragement was measured with Zhang and Bartol’s [34] six-item measure. Employees rated their
manager’s encouragement by indicating the extant on a 5 point likert scale ranging from 1 (“strongly disagree”)
to 5 (“strongly agree”). Sample items include “My manager allows employees to try to solve the same problems
in different ways”.

3.2.3. Climate for Creativity and Change

Climate for creativity and change was measured using situational outlook questionnaire developed by Isaken
and Lauer [43] to access the climate consisting of 9 items, measuring all nine dimensions of creative environ-
ment. Responses were taken from employees on a 5 point likert scale ranging from 1 (“strongly disagree™) to 5
(“strongly agree”). Sample items include “People on this team trusted each other, were open and honest and
count on each other for personal support”.

3.2.4. Employee’s Creativity

Managers assessed the creativity of employee’s, which was defined in the instruction as the generation of novel
and useful ideas by their teams. Zhou and George’s [44] scale was used, for each item, managers were asked to
indicate the extent to which employees were creative on a 5-point scale ranging from 1 (strongly disagree) to 5
(strongly agree). Sample item includes “This employee is not afraid to take risks”.

3.3. Sample
A cross sectional research methodology was adopted. Data was collected from different organizations and

groups of people at one particular time to examine the effect of employee’s participation in decision making and

Employee’s 1
Participation in ¢

Decision Making \

al Climate For >
Creativity and Emplc:»y'ee S
a2 Change b Creativity
Encouragement of 2

Creativity

Figure 1. Conceptual framework.
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manager’s encouragement of creativity on climate for creativity and change and employee’s creativity. Data was
collected from individual working in telecommunication, textile and FMCG sector using questionnaires. Top
management of the organization was contacted to introduce the study and ask for permission. After getting ap-
proval to conduct study, collection of data was commenced from the teams and their managers working in a par-
ticular department (e.g. marketing, research and development) or organization. Data was collected from 206
employees and 34 managers personally during work hours by administering questionnaires. Mean age of the aa-
nagers was 34.68 years old and mean age of the employees was 29.15 years old. Age range for the managers
was 27 to 45 years old and for the employees was 22 to 47 years old. 132 (64%) employees had Master’s degree,
68 (33%) had Bachelor’s degree and 6 (3%) had engineering degree. 180 (87.4%) employees were males and 26
(12.6%) were females. 110 (53.4%) employees had more than one years’ experience, 79 (38.3 %) had more than
five years’ experience, 8 (3.9) had more than ten years’ experience, 4 (1.9 %) had more than fifteen years’ expe-
rience and 5 (2.4%) had more than 20 years’ experience. Data was analyzed using SPSS employing process
procedure (a regression based approach) by Hayes (2013).

3.4. Hypotheses

The aim of current study is to test the following hypotheses.

H1. Employee’s participation in decision making and manager’s encouragement of creativity are positive
predictors of employee’s creativity.

H2. Employee’s creativity is related with employee’s participation in decision making and manager’s en-
couragement of creativity via climate for creativity and change.

3.5. Reliability of the Measurement Tools

Cronbach Alpha (reliability coefficient) was calculated for internal consistency of each variable measure. Cron-
bach alpha for all the measures was greater than 0.70 which was considered good. The results are as shown in
Table 1.

3.6. Statistical Treatment

In this study process procedure developed by Hayes [45] is used to conduct mediation analysis which calculates
regression models as suggested by Baron and Kenny [22], in addition to that it calculates normal theory test
(known as sobel test) and Kappa-squared (k2) test [46] of indirect effect significance with bias corrected boot-
strap confidence intervals in SPSS v.21. Andy Field [47] also endorsed the use of bootstrapped confidence in-
tervals over sobel and preferred the use of effect size k2 with confidence intervals. Process procedure [48] can
be used to estimate the mediation model that includes multiple independent variables each linked to same me-
diator. Process cannot include all independent variable in the model simultaneously. To estimate mediation
model with two independent variables, | ran process procedure two times to get the indirect effect confidence
intervals and Normal theory tests of indirect effect for confirming mediation. All other coefficients (e.g. path a,
path b and path ¢) would be the same in both outputs. One independent variable was taken as independent varia-
ble and other as covariate in process procedure. Covariate will be treated exactly as independent variable with
paths to dependent and mediator variables. Table 4 shows the results when PDM is included as independent va-
riable and MEOC as covariate. Table 5 shows the results when MEOC is included as independent variable and
PDM as covariate. Coefficients from both of these tables then are used to explain indirect of both independent
variables (PDM and MEQC).

Table 1. Cronbach alpha reliability test.

Variable Measure No. of Items Cronbach Alpha
PDM 5 0.74
MEOC 6 0.73
CLT 9 0.75
CTY 13 0.79
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4. Results

To test that multicollinearity does not exist between predictor variables, variance inflation factor (VIF) and to-
lerance test was employed, taking into account VIF does not exceed value 10 and the value of Tolerance Test is
greater than 0.10 [48]. The “tolerance” is an indication of the percent of variance in the predictor that cannot be
accounted for by the other predictors, hence very small values indicate that a predictor is useless. The VIF,
which stands for variance inflation factor, is 1/tolerance and as a rule of thumb, a variable whose VIF value is
greater than 10 suggests high multicollinearity. The results of tolerance and VIF tests are shown in Table 2 be-
low.

Table 2 shows that VIF values for all the variables are less than 10 ranging from 1.33 to 1.75 and the values
of tolerance test are above 0.10 which means more than 10% variance in predictor variable is not predicted by
other variables. Tolerance test value of PDM is 0.75 which means 75% variance in PDM is not predicted by
other predictors (MEOC and CLT) in the model. Similarly 61% variance in MEOC and 57% variance in CLT is
not predicted by other predictors in the model. Results suggest multi co linearity does not exist between predic-
tor variables.

Correlation analysis revealed positive correlation between study variables. Predictor variables (PDM, MEOC)
positively correlated with suggested mediator (CLT) and mediator variable correlated positively with outcome
variable (CTY). It has been found that participation in decision making correlates positively with manager’s en-
couragement of creativity (r = 0.41) and climate for creativity and change (r = 0.47). Manager’s encouragement
of creativity correlates positively with climate for creativity and change (r = 0.61) and employee’s creativity (r =
0.52). Climate for creativity and change correlates positively with employee’s creativity (r = 0.58). Table 3 be-
low shows mean, standard deviation and correlation of study variables.

CLT has the highest mean value (3.88) followed by CTY (3.76), MEOC (3.74) and lastly PDM (3.67). Mean
value of CLT (3.88) tells us that employees perceive their work environment as supportive of creativity and
change, if this value was 3 (3 = neutral) or less than 3 (2 = disagree and 1 = strongly disagree) then it would
mean employees perceived their work environment not supporting of creativity and change. Mean value of CTY
(3.76) tells us that supervisors perceive their subordinates creative. Mean value of MEOC (3.74) tells us that
managers or supervisors encourage their subordinates to engage in creative behavior. At last mean value of
PDM (3.67) tells us that employees are involved in decision making, too.

From mean and standard deviation value, it is clear that majority of employees and supervisors rated items of
measurement tool ranging from neutral to strongly agree, which means we can hope to find results as hypothe-
sized.

Results of Hypothesis Tests

H1: Employee’s participation in decision making and manager’s encouragement of creativity are positive
predictors of employee’s creativity.

Table 2. Tests of Tolerance and VIF.

Predictor Variables Tolerance VIF
PDM 0.75 1.33
MEOC 0.61 1.64

CLT 0.57 1.75

Table 3. Correlations, means and standard deviations of study variables.

Mean SD PDM MEOC CLT CTY
PDM 3.67 0.52
MEOC 3.74 0.47 0.4

CLT 3.88 0.40 047" 617 -

CTY 3.76 0.42 0.49™ 527 58" -

Note: n = 206, “'p < 0.001.

C2)
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Part D of Table 4 and Table 5 shows the regression model of the effect of independent variables PDM and
MEOC on employee’s creativity (CTY) and model summary. PDM (# = 0.27, p < 0.001, CI [0.18, 0.37]) and
MEOC (5 = 0.34, p < 0.001, CI [0.23, 0.45]) both significantly and positively predicts CTY. Both independent
variables are explaining 36% (R? = 0.36) variation in CTY. This means if employees participate in decision
making and their manager encourages them to behave creatively their creativity will increase. The effect of
PDM on CTY is path c1 and effect of MEOC on CTY is path c2 in Figure 2. Hypothesis 1 is accepted.

H2: Employee’s creativity is related with employee’s participation in decision making and manager’s encou-
ragement of creativity via climate for creativity and change.

From results shown in Table 4, Part E, indirect effect of employee’s participation in decision making on em-
ployees creativity via climate for creativity and change was significant, g = 0.07, CI [0.03, 0.13] after controlling
for the effect of MEOC on the model and Normal theory tests for indirect effect was also significant (8 = 0.07, p
< 0.01). In addition to that results indicated that PDM (5 = 0.20, p < 0.01, CI [0.10, 0.30]) was still significantly
predicting outcome variable CTY after including CLT in the model thus results suggest partial mediation by
PDM. For accepting Hypothesis 2 we need evidence that CLT is also a significant mediator between MEOC and
CTY. To prove this we look at results from Table 5 Part E, when MOEC was included as independent variable
and PDM was entered as covariate. Indirect effect of manager’s encouragement of creativity on employees crea-
tivity via climate for creativity and change was also significant, g = 0.15, CI [0.09, 0.23] and Normal theory tests
for indirect effect was also significant (8 = .15, p < .001). In addition to that results indicated that MEOC (8 =
0.19, p < 0.001, CI [0.07, 0.31]) was still significant after including CLT in the model thus suggesting partial
mediation by CLT between MEOC and CTY. Climate for creativity and change is also a partial mediator be-
tween manager’s encouragement of creativity and employee’s creativity. It was found that both independent va-
riables (PDM and MEQOC) had indirect effect on dependent variable (CTY) through mediator variable (CLT), so
hypothesis 2 is accepted. Climate for creativity and change partially mediated the effect of employee’s participa-
tion in decision making and manager’s encouragement of creativity on employee’s creativity. SPSS version of
Process output from Table 4 and Table 5 are further discussed in detail below.

Part A in Table 4 and Table 5 displays the variables in the mediation model where X is independent variable,
Y is dependent variable and M is the mediator variable. Part A also shows statistically controlled variable and
sample size which is 206 subjects. In Table 4 MEOC is controlled and indirect effect of PDM on CTY through
CLT is measured. In Table 5 PDM is controlled and indirect effect of MEOC on CTY through CLT is meas-
ured.

Part B in both tables (Table 4 and Table 5) shows the impact of independent variables PDM and MEOC on
mediator variable CLT. Impact of PDM on CLT (8 = 0.21, p < 0.001, CI [0.12, 0.29]) and impact of MEOC on
CLT (8 =0.42, p <0.001, CI [0.32, 0.52]) is significant and positive and they represent Path al and Path a2 in
Figure 2 respectively. Since zero is not in the range of Cl, the effect of PDM and MEOC on CLT is significant-
ly different from zero. PDM and MEOC together explains 43% (R? = 0.43) variation in CLT. This implies that if
employees are allowed to participate in decision making and their managers encourage them to be creative, a
positive climate for creativity and change will foster.

B =0.20 p < 0.001

B =0.36 p < 0.001

B =0.19 p<0.001

c2’

Figure 2. Total, direct & indirect effect of PDM & MEOC on CTY.

C2)
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Table 4. PROCESS procedure for SPSS release 2.12.1.

Effect of PDM on CTY via CLT

Part A. Variables Model = 4; Y = CTY; X =PDM; M = CLT,; Statistical Controls;: CONTROL= MEOC; Sample size: 206

R
0.66
Coeff
Constant 1.56
PDM 0.21
MEOC 0.42
R
0.65
Coeff
Constant 0.92
CLT 0.36
PDM 0.20
MEOC 0.19
R
0.60
Coeff
Constant 1.48
PDM 0.27
MEOC 0.34
Effect
0.28

Part B. Outcome: CLT Model Summary

MSE F Dfl
0.09 76.37 2.0000
Model
SE t p LLCI
0.19 8.23 0.0000 1.19
0.04 4.63 0.0000 0.12
0.05 8.57 0.0000 0.32

Part C. Outcome: CTY Model Summary

MSE F Dfl
0.10 50.24 3.0000
Model
SE t p LLCI
0.23 3.94 0.0001 0.46
0.08 4.78 0.0000 0.21
0.05 4.06 0.0001 0.10
0.06 3.08 0.0024 0.07

TOTAL EFFECT MODEL

Part D. Outcome: CTY Model Summary

MSE F Df1
0.11 57.71 2.0000
Model
SE t p LLCI
0.21 6.95 0.0000 1.06
0.05 5.53 0.0000 0.18
0.06 6.14 0.0000 0.23

TOTAL, DIRECT, AND INDIRECT EFFECTS
PartE.
Total Effect of X on Y
SE t p LLCI

0.05 5.53 0.0000 0.18

Df2

203.0000

Df2

202.0000

Df2

203.0000

ULCI

0.29

0.52

ULCI

1.39

0.51

0.30

0.31

ULCI

1.90

0.37

0.45

ULCI

0.37

P

0.0000

0.0000

0.0000
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Continued

Direct Effect of X on Y

Effect SE t p LLCI ULCI

0.20 0.05 4.06 0.0001 0.10 0.30

Indirect Effect of X on Y

Effect Boot SE Boot LLCI Boot ULCI

CLT 0.07 0.03 0.03 0.13
Normal Theory Tests for Indirect Effect
Effect se z p
0.07 0.02 3.29 0.0010
ANALYSIS NOTES AND WARNINGS
PartF.

Bootstrap Samples: 5000

Level of Confidence: 95.00

Table 5. PROCESS procedure for SPSS release 2.12.1.

Effect of MEOC on CTY viaCLT

Part A. Model =4; Y =CTY; X = MEOC; M = CLT; Statistical Controls: CONTROL = PDM; Sample size: 206

R
0.66
Model
Constant
PDM
MEOC
R
0.65
Coeff
Constant 0.92
CLT 0.36
PDM 0.20
MEOC 0.19

R-sq
0.43

Coeff

1.56
0.21

0.42

R-sq
0.43

Part B. Outcome: CLT Model Summary

Part C. Outcome: CTY Model Summary

SE

0.23

0.08

0.05

0.06

MSE
0.09

SE

0.19

0.4

0.05

MSE
0.10

E
76.37

t

8.23

4.63

8.57

F
50.24
Model
t p
3.94 0.0001
4,78 0.0000
4.06 0.0001
3.08 0.0024

Df1
2.0000

0.0000

0.0000

0.0000

Df1l
3.0000

LLCI

0.46

0.21

0.10

0.07

Df2
203.0000

LLCI

1.19

0.12

0.32

Df2
202.0000

0.0000

ULCI

0.29

0.52

0.0000

ULCI

1.39

0.51

0.30

0.31
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Continued
TOTAL EFFECT MODEL
Part D. Outcome: CTY Model Summary
R R-sq MSE F Df1 Df2 p
0.60 0.36 0.11 57.71 2.0000 203.0000 0.0000
Model
Coeff SE t p LLCI ULCI
Constant 1.48 0.21 6.95 0.0000 1.06 1.90
MEOC 0.34 0.06 6.14 0.0000 0.23 0.45
PDM 0.27 0.05 5.53 0.0000 0.18 0.37
TOTAL, DIRECT, AND INDIRECT EFFECTS
Part E.
Total Effect of X on Y
Effect SE t p LLCI ULCI
0.34 0.06 6.14 0.0000 0.23 0.45
Direct Effect of X on Y
Effect SE t p LLCI ULCI
0.19 0.06 3.08 0.0024 0.07 0.31
Indirect effect of X on Y
Effect Boot SE Boot LLCI Boot ULCI
CLT 0.15 0.04 0.09 0.23
Normal Theory Tests for Indirect Effect
Effect se Z p
0.15 0.04 4.15 0.0000
ANALYSIS NOTES AND WARNINGS
PartF.

Bootstrap samples: 5000

Level of confidence: 95.00

Part C in Table 4 and Table 5 shows the joint impact of independent variables (PDM and MEOC) and me-
diator variable (CLT) on dependent variable (CTY). After introducing mediator variable (CLT) in the model,
PDM (p = 0.20, p < 0.001, CI [0.10, 0.30]) and MEOC ($ = 0.19, p < 0.01, CI [0.07, 0.31]) still significantly
predicts employees creativity (CTY). Mediator variable CLT (# = 0.36, p < 0.001, CI [0.21, 0.51]) was also sig-
nificantly predicts dependent variable (CTY). Together these variables are explaining 43% (R? = 0.43) variation
in the dependent variable employee’s creativity (CTY) and model is significant (p <.0001).

Effects of CLT, PDM and MEOC are path b and path c1’ and c2’ respectively in Figure 2. According to Ba-
ron and Kenny [22] if after controlling for mediator variable in mediation model, independent variable still sig-
nificantly predicting outcome variable, then we have partial mediation. Hence here we have evidence of partial
mediation because their method has been criticized by researchers for example Preacher and Hayes [49], so in
addition to Baron and Kenny’s [22] conditions Process procedure conduct bootstrap confidence intervals and
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Normal theory test.

Part D shows the effect of independent variables PDM and MEOC on employee’s creativity (CTY) and model
summary. PDM (8 = 0.27, p < 0.001, CI [0.18, 0.37]) and MEOC (5 = 0.34, p < 0.001, CI [0.23, 0.45]) signifi-
cantly and positively predicts CTY. Both independent variables are explaining 36% (R® = 0.36) variation in
CTY. This means if employees participate in decision making and their manager also encourages them to be-
have creatively their creativity will increase. The effect of PDM on CTY is path c1 and effect of MEOC on CTY
is path c2 in Figure 2.

Part E in Table 4 shows the total, direct and indirect effect of independent variable (PDM) on dependent va-
riable (CTY) through CLT while statistically suppressing the effect of MEOC. First the total effect of X variable
PDM (f = 0.27, p < 0.001, CI [0.18, 0.37]) on Y variable (CTY) is printed. This is the same as Part D of the
output and path c1 in Figure 2. Second direct effect of X variable PDM (5 = .20, p < 0.001, CI [0.10, 0.30]) on
Y variable (CTY) is printed. This is the path c1’ in Figure 2. This is also the same as PDM’s effect on CTY
mentioned in Part C of the Table 4. Third indirect effect of X variable PDM (5 = 0.07, CI [0.11, 0.25]) on de-
pendent variable CTY through mediator variable CLT is reported. Indirect effect of PDM on CTY falls in CI
range and zero is not present in the range this confirms mediation. This is equal to coefficient of path al*b (0.21
x 0.36 =.07) and c1 — c¢1’ (0.27 — 0.20 = 0.07) from Figure 2. Total and direct effect of X variable on Y varia-
ble are significant and indirect effect of PDM on CTY is within CI range which does not include zero in it, this
means indirect effect of PDM on CTY is significantly different from zero. The total, direct and indirect effects
of X on Y are followed by Normal theory tests (Also known as Sobel Test) for indirect effect which is signifi-
cant (8 = 0.07, p < 0.01), this concludes that indirect effect of independent variable PDM on dependent variable
CTY through mediator variable CLT is present, significant and partial.

Part E in Table 5 shows the total, direct and indirect effect of independent variable (MEOC) on dependent
variable (CTY) through CLT while statistically suppressing the effect of PDM. First the total effect of X varia-
ble MEOC (f = 0.34, p <0.001, CI [0.23, 0.45) on Y variable (CTY) is printed. This is the same as Part D of the
output and path c2 in Figure 2. Second direct effect of X variable MEOC (5 = 0.19, p < 0.01, CI [0.07, 0.31]) on
Y variable (CTY) is printed. This is the path c¢2’ in Figure 2. This is also the same as MEOC’s effect on CTY
mentioned in Part C of the Table 5. Third indirect effect of X variable MEOC ( = 0.15, CI [0.09, 0.23]) on de-
pendent variable CTY through mediator variable CLT is reported. Indirect effect of MEOC on CTY falls in CI
range and zero is not present in the range this confirms mediation. This is equal to coefficient of path a2*b (0.42
% 0.36 = 0.15) and c2 — ¢2’ (0.34 — 0.19 = 0.15) from Figure 2. Total and direct effect of X variable on Y varia-
ble are significant and indirect effect of PDM on CTY is within CI range which does not include zero in it, this
means indirect effect of PDM on CTY is significantly different from zero. The total, direct and indirect effects
of X on Y are followed by Normal theory tests (Also known as Sobel Test) for indirect effect which is signifi-
cant (8 = 0.15, p < 0.001), this concludes that indirect effect of independent variable MEOC on dependent vari-
able CTY through mediator variable CLT is present, significant and partial.

By combining the results from Part E of Table 4 and Table 5, climate for creativity and change was found to
partially mediate between independent variables (PDM and MEOC) and dependent variable CTY. So hypothesis
2 is accepted.

5. Discussion

Another objective of this study was examining the impact of PDM and MEOC on CTY. Consistent with PDM
and MEOC literature clear support for these relationships was found and both PDM and MEOC were found to
be correlated and significantly explained variation in CTY. It was argued that employee’s participation in deci-
sion making will effect employee’s creativity as participative decision making affects the performance, organi-
zation commitment, turnover, motivation and satisfaction of the employees, productivity [12] [13] [17]-[20] [25]
and performance, organization commitment, turnover and satisfaction of the employees has significant relation-
ship with creativity [14] [15] [21] [23]. A significant and positive relationship was found between PDM and
CTY. As employees are allowed to participate in decision making, their creativity increases as well. MEOC was
also found as a significant predictor of CTY which was in line with the widely stretched role of the leadership
(manager, supervisor) in literature considering its effect on creativity. Leader support is positively and signifi-
cantly related with subordinate’s creativity [7]. Supervisory encouragement is a managerial practice that affects
creativity [29]. A study by Zhang and Bartrol [34] found that leader’s encouragement of creativity moderated

G
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the relationship between psychological empowerment and creative process engagement which influenced em-
ployee’s creativity. PDM alone was explaining 24.39% variation in CTY and MEOC alone predicted 26.65%
variation in CTY. Together PDM and MEOC explained 36.25 % variation in CTY.

This study also suggested climate for creativity and change as a possible mediator between independent va-
riables (PDM and MEOC) and dependent variable (CTY). Overall results of the analysis showed that climate for
creativity and change acted as a partial mediator between independent variables (employee’s participation in de-
cision making and manager’s encouragement of creativity) and dependent variable (employee’s creativity).
Mediation by CLT was tested between individual independent variable and dependent variable as well as be-
tween all the independent variables and dependent variable. First the mediating role of climate for creativity and
change was analyzed between employee’s participation in decision making and employee’s creativity. The indi-
rect effect of PDM (5 = 0.17, CI [0.11, 0.25]) was significant via CLT on CTY. Also results showed that after
introducing mediator (CLT) in the model PDM (8 = 0.23, p < 0.001, CI [0.13, 0.33]) still predicted CTY signif-
icantly. So partial mediation was found between PDM and CTY by CLT. This is also consistent with literature
e.g., creative climate was found to mediate the relation of HPWS (involvement was one of the practices) and
performance (innovation was one of the performance measures) [27]. Creativity is influenced by social influ-
ences [4] [38]. By participating in decision making employees can gain access to resources required to complete
a project. Employees may be able to set working conditions, set standards and influence rewards system if they
are involved in decision making [50]. Hence the PDM was suggested to have some of the influence transferred
to employee’s creativity through climate which is proven here. Second the mediating role of climate for creativ-
ity and change was analyzed manager’s encouragement of creativity and employee’s creativity. The indirect ef-
fect of MEOC (8 = 0.23, CI [0.15, 0.32]) was significant via CLT on CTY. Also results showed that after intro-
ducing mediator (CLT) in the model MEOC (f = .23, p < 0.001, CI [0.11, 0.35]) still predicted CTY signifi-
cantly. So partial mediation was found between MEOC and CTY by CLT. This is also in line with the literature.
Organizational climate is proved to act as an intervening variable between leadership behavior and innovation
[25]. Also leadership has not been studied as an important influence on creativity, despite its effect on work en-
vironment and the effect of work environment on creativity [7]. So the mediating role of CLT was proposed
between MEOC and CTY which was again proven. Finally the mediating role of climate for creativity and
change was analyzed between both independent variables (employee’s participation in decision making and
manager’s encouragement of creativity) simultaneously and employee’s creativity. The indirect effect of PDM
(8 =0.07, Cl [0.03, 0.13]) and MEOC (s = 0.15, CI [0.09, 0.23]) was significant via CLT on CTY when mod-
eled together. Also both PDM (5 = 0.20, p < 0.01, CI [0.10, 0.30]) and MEOC (5 = 0.19, p < 0.001, CI [0.07,
0.31]) ware significantly and positively predicting CTY. The overall mediation model provided evidence of par-
tial mediation by climate for creativity and change between independent variables (Employee’s Participation in
Decision Making and Manager’s Encouragement of Creativity) and dependent variable (Employee’s Creativity).

6. Conclusions

It was proposed that PDM and MEOC are the positive predictors of employee’s creativity which was proven
with the results of this study. Also we proposed climate for creativity and change as a possible mediator among
PDM, MEOC and CTY which was also supported by the results of this study. Both PDM (8 = 0.27, p < 0.001,
ClI [0.18, 0.37]) and MEOC (5 = 0.34, p < 0.001, CI [0.23, 0.45]) are the positive predictors of CTY. CLT also
acts as a partial mediator between independent and dependent variables. The indirect effect of PDM on CTY
through CLT was (8 = 0.07, CI [0.11, 0.25]). Normal theory tests for indirect effect was also significant (5 =
0.07, p < 0.01), this concluded that indirect effect of independent variable PDM on dependent variable CTY
through mediator variable CLT was present, significant and partial. Indirect effect of variable MEOC (5 = .15,
CI [0.09, 0.23]) on dependent variable CTY through mediator variable CLT was present and significant. Normal
theory tests also confirmed the significant (8 = 0.15, p < 0.001) indirect effect, this concluded that indirect effect
of independent variable MEOC on dependent variable CTY through mediator variable CLT was present, signif-
icant and partial.

Both participation in decision making and manager’s encouragement of creativity increase employee’s crea-
tivity. If the organization values creativity, then these practices should be applied. Climate for creativity and
change is also found to mediate the effect of both PDM and MEOC on CTY. If PDM and MEOC are accompa-
nied by a climate that enhances their effect, the creativity will increase as suggested by results of this study.
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Limitations of the Study

The research was carried out in restricted geographical region with limited time frame and few firms working in
FMCG, Telecommunication, Textile and Banking sector. Sample size is not large enough so the findings may
not be generalized to all these sectors. To generalize the results of this study analysis of a large sample may be
required. Because the data was collected from employees and managers through questionnaire, some cognitive
bias or social desirability bias may be present that lead to these findings. This study includes PDM and MEOC
as predictors of CLT and CTY, while there are many other variables like freedom, resources availability, re-
wards, communication and criticism that are related with work environment (Climate) and creativity not in-
cluded in the model which may be better predictors of CLT and CTY.
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