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Key contextual success factors for employee
innovative behavior: A study in a foreign
manufacturing subsidiary in China

Wengian Zhou®* and Vivek K. Velamuri’

Abstract: Employee innovative behavior has been recognized as a key enabler for
competitiveness in China. As more and more foreign multinational companies (MNCs)
are setting up innovation activities in China, fostering employee innovative behavior is
playing an increasingly central role in their development strategies. However, while
there is an abundance of literature on contextual success factors to foster employee
innovative behavior set in Western contexts, there has been little attention on the
impact of culture-specifics in China. Also, there has been limited effort to determine the
relative importance of the factors and define which ones are key. We address these
gaps by conducting a Delphi study set in a foreign manufacturing subsidiary in China.
Among a list of 24 success factors identified in extant literature, our results reveal
reward and pay, cross-functional cooperation and company innovation strategy as the
three most important factors to foster employee innovative behavior in China. We
discuss these factors as to why they play a vital role for Chinese employees and finally
we provide practical suggestions for implementing them. These include the set up of
transparent guidelines for rewards, enhancing cross-functional cooperation and set-
ting aligned goals among different functions.

Subjects: Innovation Management; Asian Business; Organizational Change; Manufacturing
Industries
Keywords: employee innovative behavior; key success factors; foreign subsidiaries; China
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1. Introduction

Fostering employee innovative behavior in China is playing an increasingly central role in the
development strategies of multinational companies (MNCs) and their subsidiaries (Leung, Chen,
Zhou, & Lim, 2014; Yip & McKern, 2014). This is a result of the increasing importance of China as an
innovation destination for MNCs. This trend has been fostered by the establishment of China as a
lead market for a variety of industries and by the realization of many MNCs that they need to make
use of the local employees’ expertise to compete locally (Birkinshaw & Hood, 2001; Bruche, 2009).

Past research has sought to identify factors that might contribute to employee innovative behavior.
However, the focus has been mostly on Western countries (e.g. Abstein & Spieth, 2014; Axtell et al., 2000;
Parzefall, Seeck, & Leppdnen, 2008; S. G. Scott & Bruce, 1994). Earlier research suggests that individuals
from non-Western cultures may respond differently to organizational conditions and innovation strate-
gies than those from Western nations due to cultural dissimilarities (Anderson, de Dreu, & Nijstad, 2004;
Shane, Venkataraman, & MacMillan, 1995). In China, the work culture shows significant differences with
regards to power distance, uncertainty avoidance, individualism and masculinity compared with
Western countries like Germany and the United States (Fernandez, Carlson, Stepina, & Nicholson,
1997). 1t is characterized by authoritarian management styles, low propensity to take risks, and a
preference for equality in organizations (Fernandez et al., 1997). At the same time, contemporary social
forces impede the individual (Leung, 2012). These social forces include a high focus on materialistic
success and a keen sense of competitiveness, both characteristics of less affluent societies.

Given those cultural differences, it seems not surprising to find that foreign companies struggle in
China when it comes to the management of local employees and the activation of their innovative
behavior. In fact, the management of local employees has been reported to be one of the greatest
challenges (Ahlstrom, Bruton, & Chan, 2001; Williamson & Zeng, 2004; Wu, 2008). It remains unclear
how innovation strategies developed in the West can enhance employee innovative behavior in Ching,
given the differences in context and culture (Shane et al.,, 1995; Zhou & Su, 2010).

It is against this background that this study is exploring facilitators of employee innovative
behavior in China. Specifically, this study aims to answer following two research questions:

(1) What are key contextual success factors to foster employee innovative behavior in China?

(2) How can we explain the importance of the key success factors and how can those be
implemented in practice?

An exploratory case study research set in a foreign manufacturing subsidiary of an MNC in China is
conducted. The study contributes to literature as it integrates research streams for employee
innovative behavior from extant Western and Asian context and distills the important ones for the
Chinese context via empirically grounded data. Furthermore, the results help organizations to
adjust their limited resources to key success factors to foster employee innovative behavior.

The paper is structured as follows: Section 2 describes the concept of employee innovative
behavior and reviews existing research on contextual success factors set in Western and Asian
contexts. Section 3 describes the research method and the sample case, followed by results and
discussions in the fourth section. In Section 5, a summary, limitations, and contribution to research
and practitioners are presented.

2. Previous works

Following the definition of West and Farr (1989), employee innovative behavior describes the
intentional creation, introduction and application of new ideas, processes, products or services
within a work role, group, or organization (Abstein & Spieth, 2014; Yuan & Woodman, 2010). It is
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closely related to creativity but differs in that it explicitly includes the implementation of ideas in
addition to idea generation (Parzefall et al., 2008). Furthermore, employee innovative behavior
intends to provide some benefit and is expected to generate innovative output in the form of, for
example novel products, processes or services (De Jong & Den Hartog, 2010).

Employee innovative work behavior can range from incremental improvements to developing radi-
cally novel ideas (Axtell et al., 2000). While the latter are rather rare, the former smaller-scale sugges-
tions and improvements are much more widespread and concern employees from all areas. As such,
innovative work behavior is crucial in many contemporary management principles, such as continuous
improvement, kaizen or suggestion programs (De Jong & Den Hartog, 2007; Drner, 2012). A prerequisite
for employees to show employee innovative behavior is the individual capability and willingness to
innovative. For that, knowledge and skills, but also characteristics like openness and creativeness are
necessary (Del Giudice & Maggioni, 2014; Lawson & Samson, 2001; Parzefall et al., 2008).

A variety of contextual success factors have been studied as important facilitators for employee
innovative behavior in literature. Drawing from existing reviews, these contextual factors can be
clustered into leadership, job, group and network, and organizational level factors (Axtell et al,,
2000; Parzefall et al., 2008). The factors can all be influenced by the organization. Factors like
environment, structural context or governmental policies have been excluded. An overview of
studies from Western and Asian contexts about contextual success factors for employee innova-
tive behavior is summarized in Tables 1-4, and selected studies are discussed in sections
Leadership, Job, Group and Network and Organization.

2.1. Leadership

Scholars have devoted considerable attention to study leadership style, leader-subordinate relationship
and supervisory behavior as a driving force for employee innovative behavior. Though no clear picture has
emerged what leadership style is most effective in which situation, some key distinctions can be made

Table 1. Overview of contextual success factors for employee innovative behavior related to

leadership
Cluster Success factor Description Authors
Leadership Autocratic leadership | Leaders take decisions, give clear Jayasingam (2009), Leung

style

directions and monitor task
accomplishment.

(2012), Leung et al. (2014)

Participative
leadership style

Leaders consult and collaborate with
employees in decision making.

Axtell et al. (2000),
Jayasingam (2009)

Transformational
leadership style

Leaders motivate and challenge
employees to identify problems
proactively and question the status
quo.

Aryee, Walumbwa, Zhou, and
Hartnell (2012), Li, Zhao, and
Begley (2014), Shin and Zhou
(2003)

Relationship between
leader and employee

Leaders and employees have a
relationship characterized by mutual
trust, respect, and liking.

S. G. Scott and Bruce (1994),
Yuan and Woodman (2010)

Leadership support

Leaders provide practical support to
the employee to solve problems and
to introduce new ideas.

Axtell et al. (2000), De Jong
and Den Hartog (2007)

Leader as role model

The leader is an example of
innovative behavior.

De Jong and Den Hartog
(2007), Pan et al. (2015)

Praise The leader provides regular praise Huhtala and Parzefall (2007)
and encouragement to the
employee.

Criticism The leader regularly shows areas for | Contiu et al. (2012), Zhou and

development and improvement to
the employee.

Su (2010)
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between transformational, participative and autocratic leadership style. Shin and Zhou (2003), in a study
of transformational leadership and creativity, show that leaders who exhibit traits, such as inspirational
motivation and idealized influence positively affect employee creativity. This is particularly the case for
employees valuing tradition and conformity; traits also found in Chinese culture (Fan, 2000). They suggest
that employees respecting conservation of tradition are more willing to accept their leaders’ influence
and exhibit greater creativity in response to this influence than workers from Western societies. De Jong
and Den Hartog (2007) suggest participative leadership to enhance employee innovative behavior. Here,
employees and leaders collaborate in decision making. Employees who participate in decision making
may feel more ownership toward the outcome, and thus are more likely to propose new and improved
ways of fulfilling them (Axtell et al, 2000). While autocratic leadership style characterized by low
autonomy for the single employee tends to be typically viewed as a factor that stifles creativity in low
power-distance cultures, innovative employee behavior in China is found to be highest in organizations
with autocratic leadership and innovative climate (Leung et al., 2014). This may be because Chinese
employees expect instructions from their leaders and interpret “control” as mentoring attempts. Yuan
and Woodman (2010), who study the effect of leader-subordinate relationship, find that employees who
have good relationships with supervisors are more confident to express innovative behavior. This could be
related to leadership support for innovation: The leader acts in a friendly way to innovative employees
and provides actual help if problems arise instead of penalizing the employee (De Jong & Den Hartog,
2007). Pan, Wu, Zhou, and Lou (2015) study the impact of leader’s behavior on creativity. They find that
leader’s creativity positively impacts the employee’s creativity; hence verifying the positive benefits of
role modeling (De Jong & Den Hartog, 2007). Another interesting, but controversial leadership behavior is
the usage of praise and criticism. While it is well known that praise positively affects employee innovative
behavior (De Jong & Den Hartog, 2007); Zhou and Su (2010) suggest that negative feedback which
focuses on showing employee’s weaknesses might be more effective in the Asian culture because this is
the predominant educational style.

2.2. Job

Past studies have highlighted how job characteristic and task play a major role in influencing
employee innovative work behavior. For example, Ong, Wan, and Chng (2003) propose that
challenging tasks and wider job responsibilities are positively related to innovation. While execut-

Table 2. Overview of contextual success factors for employee innovative behavior related to

job
Cluster Success Description Authors
factor

Job Task The job definition is broad and Ong et al. (2003), Parzefall et al.
demanding. Employees are required | (2008)
to work their minds instead of doing
routine work.

Job The job requests and expects Goepel et al. (2012), Yuan and

requirement

employee innovative behavior.

Woodman (2010)

Job autonomy

The job provides freedom for the
employee to determine how the
work is carried out and to engage in
“trial and error”.

Parzefall et al. (2008), Ramamoorthy
et al. (2005)

Reward and The job provides incentives, such as | Ashok et al. (1993), Contiu et al.
pay behavior-based rewards and pay for | (2012), Leung (2012), Ong et al.

performance. (2003), Ramamoorthy et al. (2005)
Training The job provides opportunities for Abdullah et al. (2014)

learning and development processes
targeted at behavioral, task,
knowledge, and skill improvement.

Resources and
time

Adequate material resources and
enough time are provided to explore
new ideas.

Huhtala and Parzefall (2007),
Parzefall et al. (2008)
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ing more complex tasks, employees are more likely to work their minds and consider alternatives
when looking for solutions (Parzefall et al., 2008). At the same time, having a wider job definition,
employees gain a greater perspective which in turn might stimulate individual innovative behavior.
Though innovative behavior has often been recognized as a voluntary behavior that is not pre-
scribed in formal job descriptions (Abstein & Spieth, 2014), Yuan and Woodman (2010) propose
innovativeness as an explicit job requirement to be positively related to employee innovative
behavior. The formal demand and expectation to be innovative will lead to the employee feeling
more appropriate to engage in innovative behavior and more confident that managers and cow-
orker will accept new ideas. This might be especially true in Asian culture with high power distance
in which employees are more used to being told what to do (Ramamoorthy, Flood, Slattery, &
Sardessai, 2005). Ramamoorthy et al. (2005) find that pay influences innovative work behavior of
the employees. They suggest rewarding innovative work behavior as it encourages employees to
try out new ideas. If applied appropriately (Rosenblatt, 2011), it fulfills the expectation of the
employees for appropriate compensation of performance. In risky innovation projects, this might
mean to reward for “intelligent effort” instead of “success” (Ashok, Gupta, & Singhal, 1993). Leung
(2012) suggests that the usage of pay and rewards may be particularly effective in China because
the strive for materialistic well-being is high. Factors, such as job autonomy, a critical success
factor in affluent Western countries, might be of less importance (Axtell et al., 2000).

2.3. Group and network

Existing research indicates that group relations and composition are important in facilitating
employee innovative behavior. Good interpersonal relations and a high level of trust in the group
will lead to employees’ feeling safer to voice their ideas openly (Axtell et al., 2000). Also, a trustful
group composition with close social ties encourages knowledge sharing. This results in learning
and innovation within the group (Cabrera & Cabrera, 2005). Zhou and Su (2010) propose that in
China, the group may have a stronger influence on an employees’ creativity in China than in the
West due to the higher level of collectivism in China. This leads to a stronger creative individual
role identity when the expectation and identity of the peer group toward innovation are high. In a
study about managerial guanxi—personal managerial connections in China—Shu, Gao, Jiang, and
Page (2010) find that guanxi has a positive indirect link on innovation. A broad guanxi network
helps to increase knowledge exchange and knowledge creation, and thus organizational innova-
tion. Further, Parzefall et al. (2008) and Bogers, Foss, and Lyngsie (2018) emphasize the impor-
tance of team compositions with complementing skills and knowledge, education and work history
to enhance employee innovative behavior. The combination of different viewpoints might lead to a
higher likelihood to produce innovative solutions.

Table 3. Overview of contextual success factors for employee innovative behavior related to

group and network

Cluster Success factor Description Authors
Group and Relationship with | Employees are well integrated into | Axtell et al. (2000), Ong et al.
Network co-worker the functions they belong to and (2003)

have trust in the team.

Co-worker as role | The co-workers are an example of Ong et al. (2003), Zhou and

model innovative behavior. Su (2010)
Guanxi Employees have a broad guanxi Shu et al. (2010)
network within the organization.
Group Groups are diverse in skills, Bogers et al. (2018), Parzefall
composition knowledge, and personality. et al. (2008)
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2.4. Organization

A corporate strategy and a corporate structure for innovation have been commonly reported as
important factors facilitating employee innovative behavior. The strategic emphasis on innova-
tion and a vision for focusing on long-term risky projects have been proposed as factors that
enhance employee innovative behavior (Parzefall et al., 2008). Strategic focus on innovation
might lead to organizations systematically building innovation capabilities (Lawson & Samson,
2001). This might be through setting up internal and external networks for knowledge sharing
and building knowledge management systems (Bresciani & Ferraris, 2016; Cabrera & Cabrera,
2005; Yahya & Goh, 2002). A failure of organizational direction for innovation might lead to
problems in facilitation and cooperation among functions to support innovation. This has been
named as one of the major barriers for innovations (Goepel, Holzle, & zu Knyphausen-AufseR,
2012). Corporate structure for innovation has been described as usually loose during initiation
phase, but evolving into more formality as ideas become better defined (Parzefall et al., 2008).
Here, a certain stability and clarity of responsibilities might help the organization to facilitate
the dispersion and implementation of ideas and allows contribution by individuals (Ong et al.,
2003).

In abovementioned review, the majority of studies use a rather narrow or single-level approach,
focusing on isolated factors relevant for employee innovative behavior. This has led to an abun-
dance of literature. However, scholars criticize the limited effort in current studies to determine the
most relevant success factors (Parzefall et al., 2008). Also, it is not clear, how the factors identified
in previous research predominantly conducted in Western contexts can be used to foster employee
innovative behavior in a different cultural setting like China. This study aims to overcome these
gaps of prior studies, and will hence explore key contextual success factors relevant for employee
innovative behavior in China.

Table 4. Overview of contextual success factors for employee innovative behavior related to

organization

Cluster

Success factor

Description

Authors

Organization

Company innovation
strategy

The organization emphasizes the
need for innovation.

Parzefall et al. (2008)

Cross-functional
cooperation

Within the organization, functional
areas and management cooperate
to facilitate new idea generation and
implementation.

Goepel et al. (2012),
Ong et al. (2003)

Organizational
structure

A corporate structure for innovation
including defined responsibilities and
processes exists.

Parzefall et al. (2008)

Climate for innovation

The organization encourages
innovation and provides an
atmosphere of support for new
ideas.

Leung et al. (2014),
Ubius, Alas, and
Elenurm (2013)

Communication
structure

The organization has an integrated
communication infrastructure
among different departments that
allows high connectedness and idea
sharing.

Ong et al. (2003)

Human resource
management

The organization has a human
resource system in place which
values the individual and their work
engagement and fosters work-life
balance.

Abstein and Spieth
(2014)
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3. Research method

Previous empirical work on success factors for employee innovative behavior has mostly used
causal correlations (e.g. Abdullah, Lee Ping, Wahab, & Shamsuddin, 2014; Ramamoorthy et al,,
2005; Yuan & Woodman, 2010). Those studies have usually focused on a narrow set of factors that
have been identified in previous exploratory research as being relevant for employee innovative
behavior.

As this study aims at both identifying the relevant contextual success factors for employee
innovative behavior and their relative importance within research question 1, a Delphi method was
chosen (Skulmoski, Hartman, & Krahn, 2007). The Delphi survey is an iterative process over
typically three to four rounds to collect and distill the anonymous judgments of experts. It is
well suited as a research instrument when there is incomplete knowledge about a problem and as
a means for handling opinions rather than objective facts (Schmidt, 1997). It is a flexible research
technique and has been applied in a wide variety of management disciplines including innovation
and international business (e.g. Keil, Lee, & Deng, 2013; Sun & Wing, 2005). For answering research
question 2, qualitative participant input is sought within the Delphi questionnaire in written form.

3.1. Research setting and participants

The survey was conducted in a subsidiary of a large Western manufacturing firm located in Jiangsu
province, the region with the fastest economic growth rate in China. The subsidiary specializes in
hydraulic applications and has been operating in China for over 20 years. Innovation is anchored in
its global and local strategy. It is primarily a manufacturing subsidiary but with a high level of
engineering activities as it designs the majority of its products according to customer needs.

The firm has approximately 900 employees of which more than 98% are Chinese. The management
team consists of 24 members with 7 Europeans. The selection of participants followed an approach
suggested by Sun and Wing (2005) in which middle and senior managers directly concerned with
employee innovative behavior are surveyed regarding their perception of the most important con-
textual success factors. They are considered to “know best” (Sun & Wing, 2005, p. 297). A criteria-
based approach for choosing the participants was followed. All participants chosen considered
employee innovative behavior as being medium or highly relevant for their teams (see Table 5).

Table 5. Participants profile and information on innovation

Participants profile

Job level Head of Department 12
Group Leader 10
Team Leader 4
Project Leader 1

Nationality Chinese 21
Foreigner 6

Average years of leadership experience 7 years

Information on innovation

Average relevance of employee innovative behavior* 2

Type of innovation Process innovation 73%
Product innovation 25%
Other 2%

Degree of innovation Incremental innovation 88%
New to the firm 12%
New to the world 0%

Note: *Likert Scale 1 = very high relevance, 5 = no relevance.
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The participants represent the value chain as a whole. Hence they come from various functional areas
including product management, sales project management, engineering, purchasing, logistic, man-
ufacturing, quality and human resources. This ensures a broad view on the problem. Also, foreign and
Chinese participants were included to account for different viewpoints.

A total of 27 participants agreed to take part in the survey after a guarantee of anonymity, a
sample size consistent with other Delphi studies (Skulmoski et al., 2007). Participants’ profiles were
collected to make sure that the panelists had sufficient leadership experience. Also, participants
were asked to provide information on the type of innovation in their area and judge the relevance
of innovation. An overview is provided in Table 5.

Employee innovative behavior has been rated as having a high relevance on a 5-point Likert
Scale. Innovation type in the surveyed manufacturing subsidiary consisted of mostly process
innovation. Examples given by the participants included the establishment of a new-product-
introduction process, the introduction of an IT tool to reduce engineering design mistakes and
the optimization in routing processes in manufacturing to increase efficiency. The degree of
innovation is judged as mostly being incremental.

3.2. Data collection and analysis

The data collection and analysis for the Delphi study was based on an approach adopted from Sun and
Wing (2005) and G. M. Scott (1999). Specifically, we followed a three round process after conducting a
pilot phase. In the pilot phase, a draft questionnaire with a list of 24 contextual success factors for
employee innovative behavior and a description identified in the literature (see Table 1-4) was
checked for understanding and distinctiveness by one academic and three professionals.

In the first round of the Delphi survey, the participants were familiarized with the study in face to
face discussions. They were asked to narrow down the list of 24 success factors shown in Table 1-4
to the 10 most important ones. In line with majority criteria, only those factors selected by over
50% of the participants were retained for next round in order to achieve a more manageable size
for ranking in round 2 and 3 (Schmidt, 1997; von der Gracht, 2012). A total of 24 usable responses
was collected which equals an 89% response rate. The initial list was thus reduced to 10 factors via
this process (see Table 6).

In the second round, the participants were given the 10 remaining factors from round 1 and
were asked to rank the factors according to importance (Tie ranks were not allowed). Furthermore,
the participants had to provide reasoning for their choice of the Top 3 ranked items as to why they
considered these factors to be particularly important in the Chinese context and ways to achieve it.
The response rate was 93% for this round.

In the 3rd round, feedback and mean rank from round 2 was shared with the participants that
participated in round 2. The participants were asked to re-consider their ranking from round 2 and
provide reasoning if they agreed or disagreed with the results from round 2. Twenty-one valid
responses were received which equals an 84% response rate. The ranking was assessed after each
round using mean value and consensus level for the Top 3 factors. A consensus was reached when
a majority of 51% agreed to one topic (Loughlin & Moore, 1979).

The language in the questionnaire used was Chinese and English. The survey was first created
in English, then translated to Chinese and back-translated into English by two fluent speakers to
ensure consistency. The study was conducted within a timeframe of June till August 2015.

4. Results of Delphi study

In this section, we present the results of the study organized in two subsections. First, we present the
ranking results from the Delphi study that address research question 1 with regards to key success
factors and their relative importance. A key success factor is here considered to be in the Top 3 ranking
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Table 6. Results from Delphi round 1: success factors for employee innovative behavior that

were considered important by >50% of the participants

Success factor Description % of participants
that considered
this factors to be
important

Transformational Leadership | Leaders motivate and challenge employees to 54%

Style identify problems proactively and question the status
quo.

Relationship between leader | Leaders and employees have a relationship 54%

and employee characterized by mutual trust, respect, and liking.

Leadership support Leaders provide practical support to the employee to 58%
solve problems and to introduce new ideas.

Praise The leader provides regular praise and 71%
encouragement to the employee.

Reward and pay The job provides incentives, such as behavior-based 81%
rewards and pay for performance.

Training The job provides opportunities for learning and 75%
development processes targeted at behavioral, task,
knowledge, and skill improvement.

Resources and time Adequate material resources and enough time are 58%
provided to explore new ideas.

Group composition Groups are diverse in skills, knowledge, and 75%
personality.

Company innovation strategy | The organization emphasizes the need for innovation. 58%

Cross-functional cooperation | Within the organization, functional areas and 54%
management cooperate to facilitate new idea
generation and implementation.

of the overall list. Second, we discuss the key success factors why they are important for the Chinese
employee and give suggestions for ways of implementation hereby addressing research question 2.

4.1. Key success factors for employee innovative behavior

Table 7 presents the results from the ranking round 2 and 3 with mean ranks and consensus levels for
the Top 3 items. In round 2, following the definition of Loughlin and Moore (1979) in which 51% of the
participants are required in order to reach consensus, no agreement for the Top 3 success factors was
reached. In round 3, controlled feedback in the form of mean rank from round 2, as well as the
reasoning of the participants for their Top choices was provided to the participants and a re-ranking
took place. The mean ranking for the overall population did not change but was confirmed in round 3
with an agreement level above 51% for the Top 3 success factors.

Because the overall ranking has been confirmed among two rounds, an agreement for the Top 3
success factors was achieved by >51% of the participants and outliers clearly stated reasons as to
why they do not agree with the group in round 3, the results were considered sufficient to go on
with the analysis and it was decided to refrain from surveying another round.

4.2. Importance of key success factors and ways of implementation

Three factors namely reward and pay, cross-functional cooperation and company innovation strategy
have been ranked in the Top 3 in two consecutive ranking rounds and were rated among the Top 3
factors by >51% of the population in round 3, thus indicating a high importance for employee
innovative behavior in China. They are hence considered key success factors. We will next discuss
why the factors are essential for the Chinese context based on the feedback of the survey participants
and ways for implementation in practice. A summary is given in Table 8. Text and words in quotation
marks indicate quotes of surveyed participants to illustrate major themes that arose.
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4.2.1. Reward and pay

Participants reported that in a developing country like China, with a poor economic past and
raising costs of living, incentives related to pay were the highest motivation to encourage
employee innovative behavior.

Participants explained that some shop floor workers struggled to satisfy their basic needs for
existence. Praise and encouragement were not enough to compensate extra work for innovation
but clear financial rewards were needed. One manager notes:

Innovative people have rare skills, therefore reasonable pay is important to attract them.
(Department Head, Procurement)

“Pay for performance” (Department Head, Sales Project Management) is incorporated in today’s
Chinese mindset. This is especially relevant because idealistic bounding to the company or task is
less dominant in China. Thus clear and transparent reward guidelines should be set up accordingly
in the organization. Participants suggested to link rewards and pay to targets and communicate
achievement openly and regularly to the employee. One manager explained:

A reasonable incentive structure is the biggest motivation for the employee. However, if
there is no transparency how incentives are distributed, then this will turn into a big de-
motivation. (Manager, Sales Project Management)

Participants noted that suggestion boxes for shop floor and office workers to raise improvement ideas
were good ways to encourage idea generation. This should be, however, coupled with a rewarding
system. It was emphasized that the rewards should be significant in order to be attractive. Hence,
enough money should be budgeted to award employees for outstanding ideas. Possibly, rewards could
also be in relation to the benefit the implemented idea brings to the company.

4.2.2. Cross-functional cooperation
Cross-functional cooperation among organizational departments and hierarchies was ranked as
the second highest success factor for employee innovative behavior. One participant notes:

The general thinking in China is rather hierarchically and functionally oriented. An organi-
zation which emphasizes on cooperation will lead to a wider creation of ideas. (Department
Head, Procurement)

Cooperation among functions gets even more important in big organizations as the individual has
limited capability only. One manager explains:

Problems are getting increasingly complex and cannot be solved by a single department
anymore. (Group Manager, Quality)

Also, it was reported that in China today, many times a cooperative mindset was missing because the
current environment advocates “individual heroism” (Department Head, Sales Project Management).
All the more, cross-functional cooperation in the organization needs to be encouraged because the
individual has limited capabilities only to generate and implement innovative ideas.

Several participants mentioned that barriers between departments needed to be overcome in
order to establish cross-functional process-thinking in which the focus is less on the functional
benefit of the department but rather on the optimum for the entire value chain. Employees needed
to be encouraged to cooperate with other departments, possibly through recurrent management
advice, but also through common cross-functional team activities that open up new communica-
tion channels. One manager notes:
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A single function cannot do its own thing, but needs to always think for the whole organi-
zation. (Group Manager, Logistic)

Therefore, a clear organizational set-up is needed in which responsibilities and authorities are trans-
parent, and cross-functional decisions can be made easily for the benefit of the company. Also, fast
hierarchical management decisions are required in case of disagreements between departments.

4.2.3. Company innovation strategy

The company’s innovation strategy was ranked as the third key success factor for employee innovative
behavior. Participants described the company’s innovation strategy as “the path the organization
pursues with regards to innovation” (Department Head, Procurement). If the roadmap is transparent
and clear, then the chance is higher that the whole organization is more aligned to support innovation.
The importance of the strategic direction was emphasized by several managers who compare it to the
“constitution of a country” (Department Head, Service) or the “director of an orchestra” (Department
Head, Sales Project Management). One manager explained it the following way:

It’s important that the strategy of the company emphasizes on innovation. Then the
management team will focus on it and eventually every employee. This is related to the Top-
to-Down culture in China. (Manager, Sales Project Management)

Participants noted that Chinese employees were not commonly expressing themselves and their
ideas. Thus if the company wants to encourage employee innovative behavior, the company needs
to eliminate those concerns of the Chinese employee to express themselves with innovative ideas. It
needs to be made clear to every employee, that there is a “need” for innovation and employees’ ideas,
and that this is “crucial for the long-term survival of the company” (Group Manager, Manufacturing).

For a company innovation strategy to come alive in the organization, strategic goal setting and
goal alignment are needed in order to encourage cooperation across functions and hierarchies. A
good communication structure will support penetration of the strategy. Frequent information on
implemented innovation ideas and promotion of new ideas is needed on the management level in
order to trigger the mindset down to the employees. One manager explained:

The strategy needs to be clear to every employee. Adequate communication and high
penetration of the strategy is the basis for its execution. (Manager, Sales Project
Management)

Several participants noted that for a strategy to be credible, real actions and decisions of the
management team supporting the strategy were important. Chinese employees needed to visibly
see actions to trust in and follow the direction of the company innovation strategy. One manager
notes:

A slogan is good, but actions are better, especially in China. (Department Head, Engineering)

Furthermore, several participants mentioned that leadership focus for innovation was highly
relevant. The leader needs to show clear appreciation if an employee suggests a new idea. This
is essential to encourage and motivate new idea generation and implementation.

5. Discussion, limitation and contribution

5.1. Discussion

With the growing significance of China as an innovation destination for MNCs, engaging local
employees in innovative behavior is becoming increasingly important. In light of this development,
our study investigated key contextual success factors to foster employee innovative behavior in
China in a foreign manufacturing subsidiary. We find that reward and pay, cross-functional
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cooperation and company innovation strategy are the three key contextual success factors to
foster employee innovative behavior in our studied subsidiary. We explain the importance of each
factor in the context of China and provide suggestions for implementation in practice.

This extends previous studies on employee innovative behavior in four main ways:

First, we find that some factors proposed in literature to encourage employee innovative behavior
specifically in China or the Asian context like autocratic leadership style (Leung et al., 2014), critical
feedback (Zhou & Su, 2010) and guanxi network (Shu et al, 2010) are not ranked among the 10
important ones. This corresponds to insights from Leung (2012) who proposes that changing social
forces in China impede traditional cultural values. While in the past, autocratic leadership style and
critical feedback might have been prevailing in education and upbringing, today’s family structures
mostly consist of a single child who receives excessive attention and whose inappropriate behavior is
oftentimes tolerated. This new generation is much more individualistic and independent than older
generations. This leads to possibly less receptivity for autocratic leadership styles and criticism as ways
for encouragement and motivation at work. Furthermore, this generation is much more exposed to
Western influences through media and especially if working in a foreign company like in our research
setting. While guanxi is a traditional Chinese concept to form business connections, it might be valued
less in multinational organizations. Here Chinese workers are exposed to Western management prac-
tices that are more based on formality and legality.

Second, our results confirm that reward and pay are a big motivational incentive as suggested
by authors like Contiu, Gabor, and Oltean (2012) and Leung (2012). In a less affluent country like
China, where some employees struggle with basic needs for existence, factors like job autonomy or
task become secondary. Because striving for material success is high in China, reward and pay rank
as the most important key success factor for employee innovative behavior.

Third, cross-functional cooperation is highly relevant for employee innovative behavior in China.
Though this topic has been tackled in previous research (Goepel et al., 2012; Ong et al., 2003), it
has received rather implicit attention in literature as a success factor for employee innovative
behavior. Contrary to findings of Ong et al. (2003), who did not find cooperation and support from
other functions to affect individual innovation, our results reveal that this factor is highly relevant
for employee innovative behavior in China. While cross-functional process-thinking might have
been established and promoted in more mature countries, the barrier of “individual heroism” is
prevailing in China. This leads to optimization of personal gains instead of the overall organization.
Though past cultural studies have highlighted collectivism over individualism in China (Fernandez
et al,, 1997); individualistic behavior is more prevailing among today’s employees (Leung, 2012).
While the problem has been identified by the participants, this factor will need high management
attention to encourage collaboration among the functions and a change of mindset.

Fourth, the third key success factor is company innovation strategy. This confirms findings in
literature from Parzefall et al. (2008). Interestingly, the strategic path of a company is compared to
a “state constitution”, which shows both the respect for and reach of a sound strategy. Emphasis is
put on a clear formulation and wide communication of the company innovation strategy among all
employees. This high respect for a sound company innovation strategy might be related to the
Chinese society being used to single parties setting the course of politics and economy via e.g. Five
Year Plans (Veldhoen, Mansson, McKern, Yip, & DeJonge, 2012). These strategic plans are, once
defined, followed and executed rigorously. Hence clear and credible strategies on a subsidiary level
that encompass the individual employee might have similar effects.

5.2. Limitations and further studies

There are some limitations to the study which point at future research direction. First, data collection was
based on a single case study within a subsidiary of an MNC in China. This allowed us to have panelists
from different areas of expertise along the complete value chain. They were able to provide an accurate
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view of the success factors for a manufacturing subsidiary as a whole. However, it implies a limited
generalizability as we only have the view of one single subsidiary. Consequently, further research about
employee innovative behavior in China should incorporate a larger sample of subsidiaries.

Second, our study focuses on contextual factors to enhance employee innovative behavior. We
neglect individual factors like capability and willingness of the employee to innovate. This opens
the discussion if individual factors need to be discussed as a prerequisite for employee innovative
behavior. In this regard, it would be interesting to understand what fosters individual capability
and willingness to innovative (Ashok et al., 1993; Yahya & Goh, 2002). Possibly, contextual success
factors are only indirectly influencing employee innovative behavior as such, but are affecting
individual factors firstly. Hence, a model is called for that depicts these interdependencies.

Second, in the review of past studies, we cluster enablers for employee innovative behavior into
four categories drawn from past research. Although the categories allowed us to generate an
extensive view on various studies for ranking, it comes with limitations. It mixes different theory
lenses. Although for this study, the intention was not to focus on a single dimension of factors, we
suggest that further studies can now take a more focused discussion on e.g. reward and pay and
the link to motivational theory. Certainly discussions can also be expanded with regards to
completeness of the factors and direct or indirect effect on employee innovative behavior.

Third, the study has been conducted in a manufacturing subsidiary in which incremental process
innovations are the predominant form. Though incremental innovations are considered the most
common outcome of employee innovative behavior (Dérner, 2012), an interesting path for further
research would be to focus on product innovations with a higher degree of innovativeness.

5.3. Contribution

This study, regardless of its limitations, makes some significant contributions to research and practice.
For researchers, first, our study integrates research streams and success factor for employee innova-
tive behavior from extant Western and Asian context and distills the important ones for the Chinese
context via empirically grounded data. This helps to add to the understanding of specialties for
employee innovative behavior in China. Second, our study employs a systematic method to rank
factors for employee innovative behavior. Hence, it identifies key contextual success factors and its
relative importance. This helps to close a gap in past research which has identified many success
factors but neglected to account for their relative importance. Third, our study reveals success factors
for innovation that might be of particular significance in the Chinese context, such as reward and pay,
and cross-functional cooperation. This may lay the foundation for future research in this area.

For practitioners, the distribution of innovation and improvement activities of MNCs to China is a
phenomenon that is expected to increase. Past research has highlighted both the importance and the
challenge of managing the individual employee in this course. Taking the results of our case study,
practitioners can evaluate if they have adequate contextual factors in place to encourage employee
innovative behavior within their organization. The ranked results and ways for implementations help
organizations to adjust their focus of activities to the key success factors. The findings suggest MNCs to
direct their limited capacities to set up an effective reward and pay system in the local subsidiary in China,
encourage cross-functional cooperation among the value chain for the good of the overall company, and
formulate and penetrate a directional company innovation strategy involving the individual employee.
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