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Abstract

The current research aims to study the status quo of innovation in high-tech enterprises in
Guizhou Province, and to explore the internal process of organizational innovation through
answering “(1) whether transformational leadership and paternalistic leadership influence
organizational innovation performance at the same time, (2) the possible mediation by
ambidexterity, and its possible impact, (3) whether these relationships are different due to the
internal and external environment of the organization, and what are the important internal and

external environmental factors”. The first research reveals the differences between Guizhou

high-tech enterprises and other regions in China at a more macro level. The second study goes
deeply into the internal organizational process, revealing the important influence mechanism of
transformational leadership and paternalistic leadership on organizational innovation. These
findings, while promoting theoretical research in related fields, also provide some inspiration

for management practitioners and policy makers.

Keywords: Transformation leadership; paternalistic leadership; innovation ambidexterity;

innovation performance

JEL: M10; 032






Resumo

A presente investigacdo pretende estudar o presente situacdo da inovacgdo das empresas
tecnologicas na provincia de Guizhou, e explorar os processos internos associados a inovagao
respondendo a 3 questdes: (1) em que medida os tipos de lideranca transformacional e
paternalista podem afetar simultaneamente o desempenho de inovagao; (2) a existéncia de uma
possivel mediacdo da ambidestria e do seu impacto; (3) qual importancia do ambiente externo
e interno da organizagdo e em que medida ele afeta o tipo de relagdes existente entre as varidveis.
O estudo 1 mostra, num nivel macro, quais as diferencas entre a regido de Guizhou e as outras
regides da China. O estudo 2 analisa com mais profundidade os processos organizacionais
internos, revelando a importancia da lideranga transformacional e da paternalista na inovagao
organizacional. Estes resultados, aprofundam os contributos em campos tedricos conexos €

também fornecem orientagdes aos gestores e aos decisores politicos.

Palavras-chave: Lideranca de inovagao; lideranga paternalista; ambidestria da inovagao;

desempenho da inovagao

JEL: M10; 032
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Linking Transformational and Paternalistic Leadership to Innovation Performance

Chapter 1: Introduction

1.1 Research background

Since 1950s of 20" century, the third technological revolution has been making people
recognize the critical role of science and technology in the development of society and economy.
Technological innovation has become an important driver of economic growth. People pay
increasing attention to the economic and social benefits brought about by technological
innovation. Scholars have conducted continuous research on innovation process. Innovation is
an important driving force for social and economic development (Qiu & Gao, 2004) and plays
an irreplaceable role in maintaining the competitive advantage of a country, an area, and a
company (Lengnick-Hall, 1992; Amarakoon, Weerawardena, & Verreynne, 2016). In the 21st
century, with the acceleration of globalization and the rapid development of information
technology, innovation has become even more important. In this era of knowledge-based
economy and economic globalization, all countries have to achieve their competitive
advantages through the development of high technology. The competition among enterprises is

based on the comprehensive strength of organizational innovation.

Based on the importance of organizational innovation, a lot of scholars put a great deal of
attention to explore how to strengthen organizational innovation (Klein & Sorra, 1996; Kumar,
2012). Some of them tried to find solution from knowledge and learning perspective (Liao, Fei,
& Liu, 2008), others tried the perspective of power system (Dougherty & Hardy, 1996), total
quality management practices (Bon & Mustafa, 2014) or leadership (Gumusluoglu & Ilsev,
2009a). Among them, due to the critical roles of leadership in any organization, leadership has
been given much attention (Cummings & O'Connell, 1978; Gumusluoglu & Ilsev, 2009b). For
example, a research based on the data from 163 R&D employees from 43 micro-and small-
sized Turkish entrepreneurial software companies found that transformational leadership had a
positive effect on organizational innovation, external support for innovation positively
moderated this effect, while internal support for innovation did not have significant moderating
effect (Gumusluoglu & Ilsev, 2009b). Although the extant researches have given some
evidences for whether leadership can influence organizational innovation and how the

influences happen, more researches are needed to rich our understanding about these two
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constructs, especially when taking the contextual management perspective into consideration

(Van de Ven & Jing, 2012).

In China, the government and the people increasingly realize the critical importance that
science and high technology especially high-tech innovations play the most important roles for
developing productive forces. Technological innovation has always been highly valued by
Chinese Communist Party (CCP) and central government. Relevant policies for the
advancement and innovation of science and technology, and reform of the science and
technology system have been continuously proposed as an important approach to the
transformation of economic development patterns. In the 18th National Congress of the
Communist Party of China, it was clearly stated that technological innovation is a strategic
support for improving social productivity and overall national strength and must be placed at
the key position of the country’s overall development strategy. Since the 18th Central Party
Congress of the Chinese Communist Party, under the guidance of innovation-driven
development strategy, China has made many achievements in its scientific and technological
development. From then on, more and more has been given to innovation, in the report of 19th
Central Party Congress of the Chinese Communist Party, the term "innovation" appeared more
than 50 times. The General Secretary of CCP, Xi Jinping repeatedly emphasized that

"innovation is the primary driving force for development."

Through theoretical innovation, practical innovation, institutional innovation, cultural
innovation, and other innovations, China is accelerating the construction of an innovative
country. The Chinese government has increased investment in innovation and given more
policy support. The governments at all levels have adopted series of measures such as
establishing a national high-tech industrial development zone to promote enterprise innovation.
Although these measures and policies have achieved certain achievements, the overall level of
innovation remains relatively low, and there differences among different regions (Wang, Fan,
Zhao, & Wang, 2016) and different enterprises (Wu & Yu, 2007) remain significant. Recently,
in the Sino-U.S. trade friction, the ZTE crisis caused by the ban on sales to ZTE has provided
a clear footnote for Chinese enterprises’ lack of innovation. One obvious inference is that if we
do not universally improve the innovation capability and corresponding innovation
performance of Chinese companies, the "ZTE Crisis" will emerge in an endless stream.
Accelerating innovation is a prerequisite and a necessary path for Chinese enterprises to
develop faster and better. It is also a prerequisite and an inevitable path to get rid of the "ZTE

Crisis". Therefore, how to achieve better innovation performance has become an important



Linking Transformational and Paternalistic Leadership to Innovation Performance

issue that needs urgent consideration and resolution, for both the CPC, the governments,

managers and scholars.

Although, much attention has been given to innovation of high-tech enterprises in China,
there are still some limitations. First, many researches on innovation have adopted economic
research perspectives and paradigms. They mainly discuss how to promote regional and
corporate innovation from the macro level, but neglect the differences among the enterprises
and the underlying theories, to some extent. For example, a research was based on DEA to
measure the tech innovation efficiency of 30 provinces of China and analyzed their difference,
then proposed some policymaking suggestions (Chi, Yu, & Li, 2004), another one developed
an indicator system to measure the differences between eastern and western regions of China,

and then proposed some countermeasures (Gan & Yan, 2011).

Second, the existing research which taken the individual-enterprise-perspective usually
adopt the paradigm of normative discussion which mainly discuss how things should be. For
example, used data envelopment analysis (DEA) to measure the technical efficiency, pursue
technical efficiency and scale efficiency and analyzed the differences of the three efficiencies
among 42 high-tech enterprises, but the authors did not explore why these differences existed
from management theory perspective (Xiong, Zheng, & Tang, 2012). Such kind of normative
discussion need to be improved to be more scientific and more practical, therefore, more
empirical researches based on management theories are needed to understand the innovation
black box at enterprise level, the empirical research results based on enterprise-level data are

relatively few.

Third, because of China’s vast territory and vast resources, the regional socio-economic
development is uneven, for example, the differences between developed eastern regions and
underdeveloped western regions are very large. This kind of differences are also manifested in
the development of high-tech enterprises, but the existing researches focused on the high-tech
enterprises in western region are very few. Therefore, to study innovation at enterprise level in
these regions can contribute to the development of these regions. Meanwhile, such kind of
researches can rich our understanding of organization innovation by providing empirical

evidences.

As can be seen in the Chapter 4, Guizhou Province is a good representative for the
underdeveloped regions of China, thus is a good research setting. From the literature review of
innovative research linked with Guizhou, the following two features are shown: First, there is

a lack of researches on this topic. The results from Baidu's academic research on “innovation”

3
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and “Guizhou” in title indicate that there are only 89 articles from Peking University core
journals, and only 39 CSSCI journal articles among which only 7 articles related to enterprises
and technological innovation (Hong, 2002; Zeng, 2006, 2007; Zhang & Meng, 2011; Zhang,
Fan, & Tian, 2013; Peng & Zhu, 2015; Hu & Tu, 2018); there is almost no research on
innovation management of high-tech enterprises. Second, there is a lack of empirical research.
Among the seven CSSCI papers mentioned above, only one employed the micro-management
perspective to explore the micro-process of corporate innovation. But this article is only based
on two cases (Hu & Tu, 2018). Therefore, the empirical research based on the perspective of

management and a relatively big sample of high-tech enterprises in Guizhou is still a blank.

Based on the above background, the current research plans to take the high-tech enterprises
in Guizhou as the research objects, adopts management perspective to explore their innovation,
tries to find out the approaches and method to accelerate the innovation performance, especially
of those enterprises in western Chine. In the next section, a brief literature review will be

conducted to identify the research questions.

1.2 Research question

Scholars and managers have given much attention to innovation because of its importance.
Innovation is a key factor for the survival and development of the organization (Martensen &
Dahlgaard, 1999), and sometimes decide an organizations’ survival (Helmers & Rogers, 2010;
Marple, 2010; Deng, Guo, Zhang, & Wang, 2014). The related concepts include innovation
performance (Han, Luo, & Zhong, 2016), innovation efficiency (Papachroni, Heracleous, &
Paroutis, 2016), and innovation capabilities (Slater, Mohr, & Sengupta, 2014). Among them,
innovation performance is the result of innovation activities, therefore has become the most
noticeable outcome variable in this research field, and more and more attention has been given
to it. When search the accurate key words “innovation performance” with the date from 1997
to 2017, the result from Google Scholar (https://scholar.google.com/) shows that there are near
100,000 recorders, including many high-impact achievements (Ahuja & Katila, 2001; Laursen
& Salter, 2006). Figure 1-1 depicts the distribution of these achievements over the years. By
the end of the last century, there were relatively few relevant documents. For example, there
were only 194 articles in 1997. The number of these documents began to show a significant
increase from around 2010. The accumulated number of documents since 2014 has exceeded
30,000, indicating that this area has received more and more attention from international

scholars.
4
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Figure 1-1 Published Papers on “Innovation Performance” in Google Scholar

With the same research method in CNKI (https://www.cnki.net), the accurate key words
"innovative performance" bring about 4,000 articles. As shown in Figure 1-2, these
achievements have shown a rapid upward trend in recent years. Also, these returned results
includes a number of papers published in authoritative peer-reviewed Chinese journals such as
"Management World (in Chinese)" and "Journal of Management Science in China (in Chinese)"

(Han & Liao, 2007; Qian, Yang, & Xu, 2010).
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Figure 1-2 Published Papers on “Innovation Performance” in CNKI

According to Schumpeter, the key to innovation lies in the new combination of production
factors, and entrepreneurs play a crucial role in this process (Schumpeter, 1934). Leaders are
most critical for any organization, they decide the strategic direction, control the distribution of

organizational resources, influence key internal processes and organizational features
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(Hambrick & Mason, 1984; Hambrick, 2007), therefore are considered to be indispensable
factor for promoting organizational innovation (HUsheger, Anderson, & Salgado, 2009).
Leaders may directly or indirectly influence organizational innovation (Mendes, Gomes,
Marques-Quinteiro, Lind, & Curral, 2016) because of at least two reasons (Denti & Hemlin,
2012): first, the innovations have to happen in a specific organizational environment, and the
leaders can purposefully construct such kind of organizational environment to strengthen
organizational innovation; second, leaders can set goals and expectations for both individuals,
groups and the whole organization, and make them to achieve these goals by managing rewards
and granting autonomy. Therefore, the relationship between leadership and innovation has been
one important topic of both leadership field and innovation field (Gilley, Dixon, & Gilley, 2008;
Barsh, Capozzi, & Davidson, 2011; Sethibe & Steyn, 2015; Mendes et al., 2016). Empirical
researches indicate that leaders can enhance the organizational innovation by influencing
innovation speed (Kessler & Chakrabarti, 1996) and organizational learning (Hsiao & Chang,

2011; Nasution, Mavondo, Matanda, & Ndubisi, 2011), another recent research found that

leaderships do positively influence team innovation performance (Han et al., 2016).

Transformational leadership is one of the hottest topics in leadership research field (Qu,
Janssen, & Shi, 2015; Chen, Zheng, Yang, & Bai, 2016; Schmitt, Hartog, & Belschak, 2016;
Zheng, Liu, & Gong, 2016; Ng, 2017). Transformational leadership was proposed by Burns in
the process of analyzing political leaders, separating transformational leadership from
transactional leadership (Tichy & Devanna, 1990). It was believed that transformational
leadership and transactional leadership are located at the ends of a continuous line in which
there are several breakpoints which represent different leadership styles (Bass, 1996, 1999; Bass
& Riggio, 2006). Theoretically, transformational leaders have the ability to motivate
subordinates to overfulfill their mission, so this kind of leadership has been described as a
number of important factors such as idealized influence (including both the traits and behaviors),
inspirational motivation, intellectual stimulation and individualized consideration (Bass, 1996,
1999; Bass & Riggio, 2006). At the individual level, transformational leadership influences
many individual outcome variables including innovation behavior and innovation performance
through five key mechanisms, including affective mechanisms, motivational mechanism,
identification mechanism, social exchange mechanisms, and justice enhancement mechanisms
(Ng, 2017). Based on emotional event theory (Weiss & Cropanzano, 1996) and expectancy
theory (Vroom, 1964), the emotional mechanism describes the process by which

transformational leaders stimulate their positive emotional experiences, thereby enabling them
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to exhibit more positive behaviors and achieve better job performance; based on social
cognitive theory (Bandura, 2001), incentives describe the process by which change leadership
leaders can motivate subordinates to enhance their self-efficacy through intellectual stimulation,
thereby demonstrating a more active industry and achieving better job performance; based on
social identification theory (Abrams & Hogg, 1999; Vignoles, Regalia, Manzi, Golledge, &
Scabini, 2006), the identity mechanism describes that members of the organization are inspired
by transformational leaders and then generate personal recognition for transformational leaders
or their values, which motivate the organization's members to demonstrate a more active
industry and thus achieve better job performance; based on the theory of social exchange (Blau,
1964; Emerson, 1976), the social exchange mechanism describes the process by which
transformational leadership encourages the members of the organization to work harder to
achieve better job performance by strengthening the leadership-member social exchange
relationship; based on the group value model (Tyler, Degoey, & Smith, 1996), fairness
Strengthening machine describes the transformational leadership by express future resource
allocation and the corresponding program is fair to members, thereby encouraging them to
contribute to organizational goals. There are also studies that have shown that transformational
leadership has significant effect on group-level outcome variables (Bass, Avolio, Jung, &
Berson, 2003; Braun, Peus, Weisweiler, & Frey, 2013) and organizational-level outcome
variables (Barrick, Thurgood, Smith, & Courtright, 2015). Although existing researches
provide useful theoretical frameworks and empirical results for understanding transformational
leadership, a recent meta-analysis-based research indicates that transformational leadership

should receive more research beyond the individual level (Ng, 2017).

Paternalistic leadership is an important construct in the context of Chinese culture (Farh
& Cheng, 2000), and it has been found to be closely related to variables at individual and
organizational levels (Pellegrini & Scandura, 2007). Paternalistic leadership is based on the
Confucian idea embedded in Chinese cultural background and consists of three dimensions:
morality, benevolence and authority (Farh & Cheng, 2000). The leader’s morality shows that
he is public, has no favoritism, does not use formal power for personal gain, and does not prey
on the interests of others; benevolence emphasizes that the leader’s individual, comprehensive
and long-term care given to their followers; and authoritarian emphasizes more on the shock
and mastery of subordinates. The significant effect of paternalistic leadership can be traced to
the human relations movement which suggested that the managers should focus on employees

rather than on mechanistic production, then the employees will be more satisfied and more
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productive. The obedience and reciprocation of followers are the key mechanisms to explain
the effective paternalistic leadership, which are supported by empirical evidences (Pellegrini &
Scandura, 2007). Paternalistic leadership not only influences employees’ work attitude,
behavior and performance, but also occurs at organizational level and management level
(Pellegrini & Scandura, 2007). For example, paternalistic leadership may benefit organizations
through increased job performance (Chou, Cheng, & Jen, 2005), organizational commitment
(Farh, Cheng, Chou, & Chu, 2006). Although researchers have focused on the impact of
paternalistic leadership on innovation (Fu, Li, & Si, 2012) and group creativity (Zhang, Tsui,
& Wang, 2011a), more researches are needed for understanding how paternalistic leadership

actually affects organizational-level innovation performance (Pellegrini & Scandura, 2007).

Transformational leadership and paternalistic leadership are two important concepts which
attract much attention from scholars, but there is still a dearth of researches which can help
people understand the process of “leadership-to-innovation performance” (Denti & Hemlin,
2012). Given that the importance of both transformational leadership and paternalistic
leadership for organizational innovation and innovation performance, we need to pay attention
to that paternalistic leadership is more cultural than transformational leadership. As we know,
cultural background has important influence on both leadership and innovation process as well
as their connections. The leadership style is a concept closely related to cultural background
(Den Hartog, House, Hanges, Ruizquintanilla, & Dorfman et al., 1999). Cultural factors provide
a unique background for the formation of leadership style, the exertion of its effect, and the
perception of leadership styles of organizational members (Rickards & Fisher, 1996; Den
Hartog et al., 1999; Emmerik, Euwema, & Wendt, 2008; Sadri, Weber, & Gentry, 2011). The
organizational innovation process is can also be influenced by cultural background (Alam,
2011). For example, the organizations in different cultural backgrounds may conduct different
service innovation (Alam, 2006), and the innovation process and corresponding performance
are significantly influenced by cultural background (Winkler & Bouncken, 2009). Recently, a
meta-analysis shows that the power distance has a significant impact on the innovation process
(Sarooghi, Libaers, & Burkemper, 2015). While, from its definition and its four core
components (Bass & Riggio, 2006; Ng, 2017), it is easy to assert that transformational
leadership seems to be more personal. In conclusion, these two types of leadership have
different roots and play their roles through different mechanisms. Therefore, to study leaders