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ABSTRACT 

This study aims to analyze the role of empathic leadership in enhancing work innovation, operational performance, 

and firm value in unicorn startups across Southeast Asia. Although high-tech startups are crucial drivers of innovation 

and economic growth, they are plagued by a high failure rate, which remains a major challenge. Using a quantitative 

approach with Partial Least Squares (PLS) analysis, data were collected through questionnaires distributed to 

directors, managers, and employees. The findings reveal that empathic leadership significantly influences work 

innovation and operational performance, with work innovation contributing to improved operational performance 

and firm value, where operational performance emerges as the primary driver of firm value. Key insights indicate 

that empathic leadership fosters a positive psychological environment, encouraging collaboration and innovative 

experimentation. At the same time, innovation and operational efficiency form a self-reinforcing cycle that enhances 

long-term competitiveness. Practical implications include empathic leadership training, innovation-based reward 

systems, and holistic performance measures to achieve sustainable growth. 

Keywords: Empathic leadership, Work innovation, Operational performance, Firm value, Startups. 

Introduction 

The contemporary business landscape reveals a paradox regarding high-tech startups. While these ventures are widely 

acknowledged as crucial engines of innovation and economic development (Belfiore et al., 2024; Quaiser & 

Srivastava, 2024), their characteristic high-risk strategies paradoxically contribute to alarmingly high failure rates 

alongside relatively low success ratios (Bagno et al., 2024). This concerning dynamic is further exacerbated by the 

current trend where startup closures consistently outnumber new formations (Braun & Suoranta, 2024), necessitating 

urgent scholarly attention to identify preventable failure factors and develop reliable early warning systems (Goswami 

et al., 2023; Thazha et al., 2023). Among the various failure determinants identified in prior research, organizational 

culture has emerged as particularly influential on performance outcomes. These findings collectively underscore the 

importance of current research efforts focused on identifying critical success factors while systematically analyzing 

failure patterns (Silva et al., 2020; Makhoahle & Gaseitsiwe, 2022; Sala et al., 2022), including the development of 

robust methodologies for post-mortem startup analysis. 

Building on this understanding of startup dynamics, the literature reveals profound connections between firm valuation 

and sustainable business practices. At the core of this relationship lies the ability to create stakeholder value and 

establish organizational trust (Freudenreich et al., 2020; da Silva Nunes et al., 2022; Dhanasekar et al., 2022(. The 

path to enhanced firm valuation appears to depend heavily on strategic decision-making, particularly regarding 

resource allocation to high-potential projects (Mangesti Rahayu et al., 2020; Upchezhokov et al., 2024). Equally 

crucial is the implementation of innovative resource management approaches, which serve as the foundation for 

maintaining long-term competitive advantage. Complementing these external factors, internal organizational elements 

https://doi.org/10.51847/ERiKBFtxpl
https://odad.org/
https://creativecommons.org/licenses/by-nc-sa/4.0/


 Journal of Organizational Behavior Research                                                                                           2025, 10(3): 73-85 

 

74 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(especially human capital quality, employee motivation, and leadership effectiveness) demonstrate significant 

influence on valuation metrics (Nguyen, 2020; Sindhu et al., 2023). 

The critical role of leadership in this ecosystem warrants particular attention. Modern organizational studies 

conceptualize effective leadership as a dual-function mechanism, serving simultaneously as strategic visionary and 

operational controller (Bahamid et al., 2022; Pham et al., 2025). This dual role manifests most visibly in the consistent 

correlation between leadership quality and improved firm valuation, primarily mediated through enhanced employee 

motivation and consequent performance improvements (Sengupta et al., 2023; Hiroshi Usirono et al., 2024). Within 

the spectrum of leadership styles, the empathetic approach - characterized by heightened emotional intelligence and 

acute awareness of employee needs - has demonstrated exceptional effectiveness in fostering productive work 

environments (AlYousef et al., 2022; Shukla et al., 2023). The benefits of such leadership approaches are well-

documented, with integrated leadership methodologies showing consistent positive relationships with job satisfaction 

metrics (Al-edenat, 2018; Padma et al., 2023). Importantly, these leadership benefits extend beyond workplace 

harmony, as evidenced by research showing empathy's significant role in driving innovation alongside environmental 

improvements. Quantitative studies substantiate these findings, revealing that organizations with empathetic 

leadership realize average productivity gains of 23% and innovation increases of 35% (Najjar, 2023; Yue et al., 2023). 

These outcomes are achieved through carefully designed challenge frameworks and deliberate trust-building 

initiatives (Mainka et al., 2025). The resulting employee experience of feeling valued translates directly to measurable 

improvements in innovative output and overall performance (Lee et al., 2024), highlighting the critical importance of 

aligning organizational vision with employee contributions to sustain innovation (Rabiul et al., 2021; Saliev et al., 

2024). 

To operationalize these leadership insights, contemporary research identifies several key workforce development 

strategies: designing motivational challenge frameworks that stimulate growth, implementing comprehensive risk 

management protocols, developing performance-oriented organizational cultures, establishing four foundational 

productivity pillars (continuous workforce engagement, progressive skills development, holistic well-being programs, 

inclusive environmental design) (Miller & Miller, 2020; Hassi et al., 2022; Kihlander et al., 2023; Zharashueva et al., 

2024). 

The efficacy of this strategic approach is demonstrated by empirical data showing organizations achieving 40% 

improvements in organizational commitment, 25% increases in employee participation, and 15% gains in operational 

efficiency following implementation (Hoang & Ngoc, 2019; Gondo et al., 2024; Takeed et al., 2025). The innovation 

imperative emerges as a natural extension of this discussion. Organizations that successfully cultivate innovation 

cultures exhibit distinct competitive advantages, including 30% faster market expansion, 22% higher profitability, and 

45% improved talent retention rates. This evidence positions innovation not merely as a performance enhancer but as 

an operational necessity, particularly when supported by policies that encourage active employee participation and 

thereby improve both work quality and operational efficiency (Ranganadhareddy et al., 2022; Bieńkowska et al., 

2025). The implementation of structured innovation incentives proves especially valuable for maintaining 

organizational adaptability in dynamic markets. Ultimately, these elements converge in a comprehensive approach to 

value creation. Systematic operational management stands as the foundational element (Iman, 2025), with human 

capital quality serving as the primary performance indicator  (Korayim et al., 2025). The strategic optimization of 

organizational capabilities - particularly through workforce performance enhancement - represents a validated 

pathway to increased profitability and strengthened firm value (Mangesti Rahayu et al., 2020; Karpov et al., 2023). 

This integrated framework, incorporating leadership development, human capital optimization, and innovation 

cultivation, offers organizations a proven methodology for building dynamic, high-performance workplaces while 

achieving sustainable growth in firm value. 

Literature Review 

The extant literature establishes a robust correlation between leadership approaches and organizational outcomes. 

Empirical evidence indicates that consistent implementation of integrated leadership methodologies significantly 

enhances employee job satisfaction. Subsequent studies have further elucidated leadership's pivotal role in fostering 

employee creativity (Hassi et al., 2022), with particular emphasis on empathetic leadership styles that simultaneously 
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improve workplace satisfaction and innovation output. These findings are corroborated by research demonstrating 

enhanced innovation rates and problem-solving capabilities in organizations employing such approaches. 

The mechanisms underlying these outcomes are particularly evident in team dynamics. Scholarly investigations reveal 

that high-quality interpersonal relationships among team members serve as critical determinants of both employee 

satisfaction and innovation capacity. Empathic leadership emerges as a foundational element in this context, 

effectively facilitating workplace communication and establishing meaningful emotional connections (Nguyen, 2020). 

Contemporary research advances this understanding by demonstrating that optimal leadership requires balanced 

implementation of motivational challenges and risk management support (Miller & Miller, 2020). Parallel studies 

identify employee empowerment as a crucial factor in developing work environments that concurrently emphasize 

performance excellence and innovation (Afsar et al., 2019). 

Current scholarship has systematically delineated the critical dimensions of effective leadership and innovation 

management. (Kihlander et al., 2023) The conceptual framework identifies four essential leadership functions: 

ensuring sustained employee contributions, cultivating environments conducive to skill development, prioritizing 

employee well-being, and maintaining optimal work conditions. The practical application of these functions yields 

demonstrable benefits. Empirical investigations confirm that direct supervisory support significantly enhances both 

organizational commitment and operational outcomes (Hoang & Ngoc, 2019). Additional research substantiates that 

empathic leadership specifically improves employee engagement and output quality (Takeed et al., 2025). The critical 

importance of leadership guidance within organizational hierarchies is well-established, particularly in collaborative 

work cultures that emphasize these elements (Al Issa & Omar, 2024). Furthermore, comprehensive studies verify that 

effective leadership approaches contribute to operational efficiency, financial performance, and overall firm valuation. 

The leadership-innovation nexus represents a particularly significant research domain. Academic consensus identifies 

innovation as the paramount determinant of operational success (Grant, 2021), though its effective implementation 

necessitates carefully designed organizational environments. This requirement is evidenced by studies showing 

superior market expansion and profitability outcomes in organizations that invest in employee creativity, leading to 

strong recommendations for managerial prioritization of innovation initiatives. 

The innovation-value relationship is well-documented in the literature. Research confirms innovation's fundamental 

role in value creation through diverse market mechanisms. The scope of innovation's impact is substantial, positively 

affecting productivity, growth, and profitability metrics. These effects frequently manifest through employees' 

propensity to exceed standard expectations in innovation-conducive environments (Alrowwad & Abualoush, 2020). 

Leadership's critical role in cultivating innovation-oriented cultures has been particularly emphasized (Hooi & Chan, 

2023), with empirical evidence confirming that innovation drives both performance enhancement and firm valuation. 

While strategic operational decisions significantly influence firm value (Mangesti Rahayu et al., 2020), scholars note 

that these outcomes remain contingent upon competitive market forces. Operational performance serves as the critical 

nexus connecting these elements. Academic research links operational success to multiple factors, including 

innovative investment and financing approaches and policy-supported employee participation (Nguyen, 2020). Recent 

analytical studies confirm that operational performance - particularly when assessed through human capital quality 

and production efficiency metrics - constitutes the primary determinant of enhanced firm value (Get & Oprea, 2025). 

Building upon this comprehensive theoretical framework, which establishes clear relationships between leadership 

approaches, innovation capacity, operational performance, and firm valuation, the present study proposes the 

following hypotheses: 

H₁: Empathic leadership positively influences work innovation. 

H₂: Empathic leadership positively affects operational performance. 

H₃: Work innovation positively impacts operational performance. 

H₄: Work innovation positively contributes to firm value. 

H₅: Operational performance positively enhances firm value. 

 

Materials and Methods  

ASEAN Startups as Research Focus 
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Research examining the influence of empathic leadership on innovation, operational performance, and firm value 

holds particular significance for ASEAN nations, given the region's unique characteristics as a dynamic startup hub 

facing distinctive challenges (Rompho, 2018; Hendratmi et al., 2020; Rita et al., 2022; Pholphirul et al., 2024). The 

rapidly expanding digital ecosystem in ASEAN - with its digital economy valuation reaching $200 billion in 2023 - 

has spawned numerous unicorns like Grab and Gojek. However, this growth coexists with alarmingly high startup 

failure rates (60% within three years).  

The collectivist cultural orientation prevalent across ASEAN societies, which prioritizes interpersonal relationships, 

renders team harmony-focused empathic leadership more effective than individualistic Western leadership 

approaches. Acute human capital challenges, including significant skill gaps and elevated turnover rates (30% annual 

employee attrition in Thai startups) (Pholphirul et al., 2024), further underscore the necessity for leadership 

approaches that address employees' emotional needs. 

This study addresses a critical literature gap, as previous research on empathic leadership has predominantly focused 

on American and European contexts (accounting for 95% of Scopus-indexed publications), while the multicultural 

ASEAN environment remains substantially underexplored (Giardino et al., 2023; Konaré et al., 2024). The findings 

will provide valuable references for policymakers and business practitioners, particularly for startup development 

programs such as Indonesia's national initiatives (Rita et al., 2022). Moreover, the research offers tangible solutions 

to productivity and innovation challenges through its human-centered leadership approach - a paradigm that presents 

a deliberate contrast to the region's prevailing hustle culture. 

Sample and Data Collection 

This study employs a quantitative approach with hypothesis testing to analyze population parameters among unicorn 

startups in Southeast Asia. The research aims to generate general conclusions about the target population through 

systematic data collection, with participants consisting of directors, managers, and employees selected from various 

unicorn startups. Data collection was conducted through questionnaire distribution as the primary research instrument.   

The study adopts an explanatory quantitative design with hypothesis testing to examine population parameters in 

Southeast Asia's unicorn startup sector. The quantitative method was chosen for its ability to objectively test causal 

relationships between variables using numerical data, particularly in analyzing the impact of empathic leadership on 

work innovation, operational performance, and firm value. The research follows a cross-sectional design, with data 

collected over six months (January–June 2024) across three ASEAN countries, focusing on 50 unicorn startups valued 

at over US$1 billion.   

The target population includes three organizational hierarchy levels: strategic (directors and C-level executives), 

tactical (department managers), and operational (core employees). Respondents were selected using stratified random 

sampling with proportional allocation based on company size and business sector (fintech, e-commerce, logistics, and 

edtech). Inclusion criteria required participants to have at least one year of experience at their respective companies, 

direct involvement in decision-making or operational execution, and full willingness to participate in the study.   

Data analysis was performed using Partial Least Squares Structural Equation Modeling (PLS-SEM) in SmartPLS 4.0, 

selected for its ability to handle non-normal data distributions, model complex latent constructs, and analyze indirect 

relationships between variables. The analytical process consisted of three stages: measurement model evaluation 

(outer model), structural model evaluation (inner model), and hypothesis testing using bootstrapping. This 

methodological approach ensures robust and reliable findings, contributing to both academic research and practical 

insights into leadership dynamics in Southeast Asia's high-growth startup ecosystem.   

Operational Definitions and Measurement of Variables 

This study operationalizes four key variables by drawing upon previously validated research constructs. First, 

Empathic Leadership (Kock et al., 2019) is defined as a leader's ability to understand subordinates' emotional and 

professional needs, measured through five indicators: frequency of work achievement recognition; intensity of 

encouragement during challenges; responsiveness to personal and professional needs; commitment to career 

development support; and degree of authority delegation. Second, Work Innovation (Kock et al., 2019) refers to an 

individual's capacity to generate work breakthroughs, assessed through five parameters: implementation of disruptive 
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ideas; adaptation to procedural changes; modification of conventional work methods; originality of proposed 

solutions; creativity in problem-solving. Third, Operational Performance encompasses core business process 

efficiency evaluated through: output quality improvement; inventory management optimization; distribution 

timeliness; input-output productivity ratio; cost control effectiveness. Fourth, Firm Value (Saidi et al., 2021) is 

conceptualized as stakeholders' perception of organizational competitiveness, measured by: annual revenue growth; 

product/service innovation; geographical expansion; enhanced customer value proposition. 

All indicators were measured using a 9-point ordinal scale to capture richer response gradations. This scaling approach 

was selected because behavioral variables like leadership and innovation require more sensitive measurement than 

conventional 5- or 7-point scales (Dawes, 2008). For data analysis, this study employs Partial Least Squares (PLS) 

software version 4, chosen for its capacity to provide comprehensive and detailed information about inter-variable 

relationships. The research design ensures validity and reliability through rigorous methodology implementation, 

enabling findings to yield significant academic contributions while offering practical value for startup development in 

ASEAN. 

Validity 

The study involved respondents distributed (Table 1) across several key demographic categories. The working-age 

group (20-50 years) dominated the sample composition, reflecting our focus on professionals at their career peak. 

Gender distribution showed balanced representation between male and female participants (55% vs 45%), fulfilling 

organizational research principles of gender representation (Rozhkova et al., 2025). Technology sector employees 

constituted the majority of respondents (36%), demonstrating the study's relevance to current digital economy 

developments (Joseph et al., 2025). 

Table 1. Characteristics of the Respondent 

Category Count Percentage 

Total Respondents  250 100% 

Age 

20-30 years 80 32% 

31-40 years 100 40% 

41-50 years 50 20% 

>50 years 20 8% 

Startup Industry 

Technology 90 36% 

Manufacturing 70 28% 

Financial Services 50 20% 

Retail/E-commerce 30 12% 

Other 10 4% 

Job Position 

Dept. Manager 80 32% 

Supervisor 70 28% 

Operational Employee 60 24% 

Director/CEO 20 8% 

Other 20 8% 

Gender 
Male 138 55% 

Female 112 45% 

Nationality 

Indonesia 150 60% 

Malaysia 50 20% 

Thailand 50 20% 

 

The geographical distribution of respondents reflects the study's coverage across several key ASEAN countries, with 

particular emphasis on specific nations as the primary research focus. Managerial positions dominated the respondent 
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structure, aligning with the study's focus on leadership and decision-making aspects. The representation across various 

organizational levels - including operational staff and executive tiers - provides comprehensive prospects. The sample 

composition demonstrates several notable strengths: an adequate sample size supporting statistical analysis validity, 

balanced gender and positional representation enhancing findings' generalizability, and a technology sector focus 

ensuring relevance to current economic developments (Şener, 2022). 

The data quality assessment (Table 2) confirmed that all research constructs met stringent validity and reliability 

criteria. Cronbach's Alpha (α) values exceeded 0.7 for all variables, indicating excellent internal consistency. The 

highest reliability was recorded for Empathic Leadership (α = 0.87), followed by Work Innovation (α = 0.82), Firm 

Value (α = 0.81), and Operational Performance (α = 0.78). Furthermore, all constructs' Average Variance Extracted 

(AVE) surpassed the 0.5 threshold, with several exceeding 0.6, demonstrating that over 60% of indicator variance was 

explained by the measured constructs: Empathic Leadership (AVE = 0.62), Work Innovation (AVE = 0.61), 

Operational Performance (AVE = 0.60), and Firm Value (AVE = 0.63). Composite Reliability (CR) values all 

exceeded 0.8 (Empathic Leadership = 0.93, Work Innovation = 0.89, Operational Performance = 0.85, Firm Value = 

0.90), reinforcing measurement reliability and confirming strong, consistent interrelationships among indicators 

within each construct. 

Table 2. Data Quality 

Construct Cronbach’s Alpha (α) AVE CR 

Empathic Leadership 0.87 0.62 0.93 

Job  Innovation 0.82 0.61 0.89 

Operational Performance 0.78 0.60 0.85 

Firm Value 0.81 0.63 0.90 

 

These results conclusively demonstrate that the research instrument is both valid and reliable for measuring all four 

variables (Table 3). The data meet all requirements for advanced statistical analysis, including Structural Equation 

Modeling (SEM), and yield dependable results for hypothesis testing and strategic decision-making purposes. The 

rigorous psychometric properties of the measurement model provide confidence in the study's methodological 

robustness and the trustworthiness of its findings. 

Results and Discussion  

While slightly weaker, the direct path from Empathic Leadership to Operational Performance (EL-OP) remains 

significant (β=0.32, p=0.001, T-statistic=3.92), demonstrating that empathic leadership affects not just creativity but 

also concrete operational outcomes. This implies that empathetic leaders tend to build more cohesive and motivated 

teams that can execute operational tasks more effectively. 

The relationship between Work Innovation and Operational Performance (JI-OP) also shows substantial positive 

effects (β=0.39, p<0.001, T-statistic=4.76). In practical terms, this means employee innovations - whether in process 

improvements, new working methods, or creative solutions - contribute directly to operational efficiencies. These 

improvements manifest in measurable outcomes like faster production times, reduced costs, and enhanced output 

quality, highlighting how innovative thinking translates into tangible business results. 

Table 3. Path Result 

Path β T-Statistik p-value Result 

EL → JI 0.48 5.87 0,000 Supported 

EL → OP 0.32 3.92 0,001 Supported 

JI → OP 0.39 4.76 0,000 Supported 

JI → CV 0.25 2.98 0,003 Supported 

OP → CV 0.51 6.34 0,000 Supported 
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The analysis reveals that while work innovation (JI) has a statistically significant direct effect on firm value (CV) (β 

= 0.25, p = 0.003, T-statistic = 2.98), the relatively small coefficient size suggests its primary influence occurs 

indirectly through operational performance (OP). This indicates that while innovation creates valuable intangible 

assets like patents and brand equity, these only translate into meaningful financial value when successfully 

implemented in operational processes. More importantly, the results demonstrate that operational performance (OP) 

has the strongest direct impact on firm value (CV) in the model (β = 0.51, p < 0.001, T-statistic = 6.34). This robust 

finding confirms that market participants and investors place the highest premium on companies demonstrating 

operational excellence in efficiency, productivity, and quality, as reflected in their valuation multiples. The findings 

collectively suggest a value creation mechanism where innovation first enhances operational capabilities, which then 

becomes the primary driver of increased firm value. This mediated relationship highlights that while innovation 

provides the foundation for competitive advantage, it is the organization's ability to effectively execute and 

operationalize these innovations that ultimately creates the most substantial value for the firm. The results emphasize 

the importance of developing both innovation capacity and operational excellence in tandem to maximize firm value 

creation. 

Empathic leadership serves as the foundational pillar that simultaneously influences both creative (innovation) and 

technical (operational) dimensions of organizational performance. This dual impact creates a comprehensive 

framework where leadership qualities translate into tangible business outcomes. While innovation demonstrates a 

bidirectional effect directly enhancing both operational performance and firm value, its immediate impact on firm 

valuation remains relatively modest. Operational performance emerges as the critical conduit that effectively 

transforms both leadership attributes and innovation outputs into measurable company value. Collectively, this model 

illustrates an organizational transformation process where leadership soft skills (particularly empathy) (Bani-Melhem 

et al., 2021) ultimately materialize as concrete business outcomes (firm value) through a series of well-defined 

organizational mechanisms. 

Empathic leadership plays an indispensable role in cultivating work environments that nurture and sustain innovation. 

This leadership approach establishes a robust psychological foundation that makes employees feel genuinely valued 

through its dual focus on emotional and professional needs (Khan et al., 2025). When leaders consistently demonstrate 

empathy by actively listening and responding to team aspirations, they create psychological safety—an essential 

precondition for creative thinking and the courage to pursue innovative risks. 

The mechanism through which empathic leadership drives innovation operates via three primary channels: 

1. Cognitive Liberation: Supportive work environments reduce mental burden by alleviating stress, redirecting 

cognitive energy previously spent on coping mechanisms toward productive ideation and creative problem-

solving. 

2. Motivational Reinforcement: Recognition of individual contributions strengthens intrinsic motivation, creating a 

self-sustaining cycle where employees continuously seek groundbreaking approaches to their work. 

3. Optimal Challenge Design: Leaders with a deep understanding of team capabilities can structure challenges that 

are sufficiently demanding to stimulate innovation while avoiding excessive pressure that might induce anxiety. 

At the team level, empathic leadership functions as a powerful catalyst for effective collaboration. Leaders who are 

attuned to interpersonal dynamics can: assemble synergistic team configurations, facilitate unrestricted idea exchange, 

and constructively manage divergent viewpoints. These capabilities prove particularly vital in innovation processes 

that require integration of diverse perspectives and specialized expertise (Rasheed et al., 2025). Equally crucial is the 

approach to failure within empathic leadership cultures. In such environments: innovation setbacks are reframed as 

valuable learning opportunities rather than punishable offenses, mindset encourages bold experimentation and 

exploration of radical ideas, organizations develop sustainable innovation capacity characterized (increased frequency 

of novel ideas, greater willingness to propose unconventional solutions and higher success rates in implementing 

innovative approaches, especially for complex, non-routine challenges) (Arghode et al., 2022). 

Empathic leadership cultivates a harmonious work environment that significantly enhances operational performance 

through multiple mechanisms. Developing a profound understanding of employee needs, leaders establish strong trust 
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and organizational commitment, which translates into heightened work engagement. This leadership approach 

facilitates both vertical and horizontal communication flows, enabling rapid identification of operational challenges 

while reducing resistance to organizational change and innovation adoption (Rasheed et al., 2025). Furthermore, the 

inclusive work environment helps retain critical talent and maintains stability within operational teams. 

Workplace innovation extends beyond product development to make substantial contributions to operational 

efficiency. It encompasses continuous process improvements, refinement of work methodologies, and creative 

problem-solving for daily operational challenges (Yang et al., 2024). The symbiotic relationship between innovation 

and operations creates a virtuous cycle: innovation drives efficiency gains through time and cost reductions, while 

strong operational performance generates resources for additional innovation initiatives. Over time, the cumulative 

effect of these incremental innovations can fundamentally transform an organization's operational framework 

(Mahmood et al., 2023). 

Innovation serves as a strategic driver of firm value through multiple interconnected channels. In addition to 

establishing competitive differentiation and enabling premium pricing, it creates valuable intangible assets such as 

innovation capabilities and intellectual property (Khalil et al., 2024). Financial markets recognize this value, as 

evidenced by the valuation premiums awarded to companies demonstrating sustainable innovation capacity - a 

reflection of their long-term growth potential. Significantly, the operational efficiencies derived from innovation 

directly enhance profitability metrics, a critical component in company valuation methodologies. 

Superior operational performance contributes to firm value through both financial and non-financial pathways. 

Enhanced operational efficiency strengthens core business fundamentals by improving profit margins and cash flow 

generation. From a reputational perspective, consistent operational excellence builds organizational credibility, 

strengthening brand equity and stakeholder confidence. Operational resilience serves as a risk mitigation factor, while 

sustainable operational practices align with contemporary ESG valuation frameworks, creating additional value in 

today's investment landscape. Together, these elements demonstrate how operational performance serves as a critical 

bridge between day-to-day activities and long-term organizational value creation. 

The cumulative effect of these dynamics creates an organizational culture where innovation becomes not just an 

occasional outcome, but a continuous, embedded process that drives long-term competitive advantage. This empathic 

approach to leadership and innovation management represents a paradigm shift from traditional, hierarchical models 

to more human-centric organizational practices that are particularly effective in today's knowledge-driven economy. 

Conclusion 

This study demonstrates that empathic leadership acts as a powerful catalyst for fostering workplace innovation by 

creating psychologically safe environments where employees feel empowered to think creatively and take measured 

risks. Through enhanced intrinsic motivation and collaborative teamwork, employees in such environments actively 

contribute to process improvements and novel solutions, generating innovations that drive meaningful operational 

transformation. The research confirms that workplace innovation directly enhances operational performance via 

process optimization, waste reduction, and improved adaptability, while simultaneously establishing a reciprocal 

relationship where strong operational performance provides the resources and stability needed to sustain further 

innovation, creating a virtuous cycle of continuous improvement and competitive advantage. At the strategic level, 

the synergy between operational excellence and innovation strengthens firm value through multiple pathways: 

operational efficiency boosts financial performance (profitability and cash flows), while innovation builds intangible 

assets (product differentiation and intellectual property), with non-financial factors like brand reputation and 

organizational resilience further contributing to market valuation premiums. These findings align with the Resource-

Based View theory, positioning unique organizational capabilities such as empathic leadership and innovation culture 

as sources of sustainable competitive advantage. However, the effectiveness of these relationships depends on 

contextual factors; highly bureaucratic structures may diminish the impact of empathic leadership, and innovation 

requires supportive infrastructure and reward systems to translate ideas into actionable outcomes. Consequently, 

organizations must adopt integrated interventions combining leadership development, innovation systems 

strengthening, and outcome-based performance metrics to fully realize this value-creation potential, ensuring that 

leadership qualities and innovation efforts translate into tangible operational and financial results. 
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Limitations and Dimensions for Future Research 

This study has several limitations that should be acknowledged. First, the research focuses exclusively on unicorn 

startups in ASEAN, which may limit the generalizability of the findings to smaller startups or other regions with 

different cultural and economic dynamics. Additionally, the dominance of respondents from the technology sector 

(36%) and managerial levels could introduce bias, as their perceptions of leadership and innovation may differ from 

those of operational staff or startups in other industries. Another limitation is the cross-sectional design, which restricts 

the ability to establish causal relationships over time. A longitudinal approach could provide deeper insights into how 

empathic leadership influences long-term innovation and firm value. The reliance on self-reported survey data also 

raises concerns about common method bias, such as respondents providing socially desirable answers. Furthermore, 

the study does not account for external factors like market competition or regulatory changes, which could influence 

the relationships between leadership, innovation, and firm valuation.   

Future research should address these limitations while exploring new dimensions. Expanding the study to include non-

unicorn startups and SMEs would enhance the applicability of the findings across different business stages. Cross-

cultural comparisons between ASEAN and Western startups could reveal whether the effectiveness of empathic 

leadership varies by regional context. Methodologically, longitudinal studies would help track the long-term effects 

of leadership styles, while a mixed methods approach (e.g., combining surveys with interviews) could provide more 

nuanced qualitative insights. Researchers should also examine moderating factors such as organizational size, industry 

volatility, and national culture to determine under what conditions empathic leadership is most impactful. 

Additionally, refining the measurement of firm value, such as incorporating intellectual property valuation and 

differentiating between types of innovation (e.g., radical vs. incremental), could provide more nuanced findings. From 

a practical standpoint, future studies could explore how government startup policies interact with leadership practices 

or assess the role of AI-driven tools in enhancing empathic leadership in hybrid work environments. Finally, 

integrating sustainability metrics, such as ESG performance, would align this research with contemporary business 

priorities and uncover whether empathy-driven cultures enhance resilience during economic crises. 
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