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Building Innovation Culture in the Traditional Fashion Retail Business in Hong Kong
A. Introduction
We are living in the age of knowledge economy which mainly directed by new information technologies and is completely different from the past. When economic mode changes, it is unavoidable that change in our social life will follow. In fact, the problems now most organizations are facing are largely not similar with our past experience. This explains why so many long well-established enterprises failed in the last two decades due to their failure to adjust to new industrial mode. This is also true for certain types of industry that are being attacked by some new emerging competitive industries which adopt the “disruptive technologies” to change the rules of game of usual practice. The Traditional fashion retail industry are now facing two severe challenges, namely competition from eCom and change of industrial practices introduced by fast fashion, such as H&M and Zara.
eCom Business is always without boundaries. It implies that there are competitors can enter into the local markets without establishing physical store (shops) in local regions. This is part of the globalization process that prices are always transparent to local customers, the local retailers / sellers are therefore under the pressure to cut prices to compete with eCom competitors.  In addition, the fashion retail industry also has a metamorphosis itself caused by the change of supply chain process in the last decade. With the help of information technologies, the fashion product life cycle has been shorten from six months to a month. The invention of fast fashion trend by Sara and H&M has disrupted the fashion industry ecosystem by means of Product cost cut and fast track delivery to retail market. The fast fashion traders severely hit the traditional fashion retailers.
In response to the disruptive mutations in the industry, the traditional fashion retailers have initiated reforms in both internal and external areas. The most obvious ones are setting up of eCom distribution channel and shift to digital marketing. These changes to traditional fashion retailers are innovative.
However, it is doubtful whether just following the market practice without adjusting an organization’s internal culture is suffice to cope with long term and ever changing external disruptions.
This quantitative paper is related to the management and employees’ attitudinal study of the fashion retail business in Hong Kong regarding:
1. Employees’ attitudes towards Building of innovation culture in their organizations;
2. Attributions of process and human capital innovation to organizational innovation;
3. Attributions of transformational leadership towards organizational innovation.
B. Literature Review
In the propositional paper of 2012, Horn and Berm have introduced a conception framework regarding innovation management. They stressed that a successful innovation management in an organization is always in form of cross-functional i.e. innovation management should always be an achievement of functional departments cooperation, from sales operation to marketing, human resources and IT etc. The achievement cannot be done by a single function or discipline in an organization. In addition, a second critical point provided is innovation management is neither sole strategic nor operational orientation. The weight put on strategic and operational management in achieving innovation much depends on the degree opened to the external environment. To be successful in the ever-changing external environment, an organization should always clarify whenever their innovation management issues are short term or long term orientation.  In addition to nurture an organization and innovation culture is a pre-requisite to achieve the above. (Horn and Berm, 2012).
In his research paper of 2013, Wong provided a view that positive and significant impacts on organizational innovation could be achieved through close top management involvement. The close management involvement could provide cross-functional cooperation, especially in human capital and process innovations and strategic direction as a whole for innovation management, in turn to achieve the planned result (Wong, 2012).
Khalili in his quantitative research paper of 2016 provided a view that the transformational leadership is particular suitable to facilitate in building innovation culture in organization. In his research, he established there is a positive relationship between employees’ innovation and creativity in the organizations adopting the transformational leadership style.  In addition, he stressed that those organizations adopted transformational leadership are with better innovation – supportive climate (Khalili, 2016).  In his literature review, he has summarized few key conditions for the transformational leadership behaviors:
1. Articulating a vision that can motivate the employees;
2. Providing intellectual stimulation to help employees to take different perspectives on tasks;
3. Giving individualized support for employees’ feelings;
4. Bring a role model in transformation and innovation;
5. Expecting high performance;
6. Fostering employees’ cooperation and group goal formation. (Khalili, 2016)
C. Conceptual Framework for Innovation Culture Building
Having gone through the literature review of relevant papers on the subjects, there are two key concepts be identified for Innovation Culture building:
1. Organizational innovation – the organizational innovation concept is cultural issue that the employees’ attitude towards the field of human capital innovation. These are the two dimensions split from the organizational innovation concept.  The human capital innovation dimension is how an organization treat its employees as a prerequisite in innovation culture building. For example, in the hiring, promoting and rewarding process, whether an organization is placing emphasis on employees’ innovation skills and experience; the process innovation dimension is whether an organization stresses on internal process rationalization, in turn to achieve innovation ends.
2. Transformational Leadership – the transformational leadership is the second concept be identified, under which the dimension generated is the employees’ attitude towards innovation. Through the extent of acceptance of the supporting condition of transformational leadership, the employees’ attitude towards innovation in an organization can be surfaced.
The above innovation culture building concepts and dimensions that generated from the literature review process are now visualized in the below Figure 1: Conceptual Framework of Building Innovation Culture in the Fashion Retail Business in Hong Kong for easy reference.
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Figure 1: Conceptual Framework of Building Innovation Culture in the Fashion Retail Business in Hong Kong
C1. Hypotheses Development
Having set up the conceptual framework four hypotheses are established to test validity of the concepts and their interrelationship:
H1:	Transformational leadership is positively and significantly related with employees’ attitude towards innovation
H2:	Organizational innovation is positively and significantly related with human capital innovation
H3:	Organizational innovation is positively and significantly related with process innovation
H4:	Transformation leadership and organizational innovation are correlated in building innovation culture
D. Grounded Methodology
As there are five fashion retail companies be targeted in this quantitative survey pilot, it is not practical to make us focus group to ground the necessary details to develop the variables and their possible causal links between them. Instead, the focus group is replaced by five individual interviews with the companies’ senior executives.  It is hoped that information gathered from the five senior executives is useful to provide materials for further survey development. The following insighted variables are grounded from the information gathered the interviews:
1. Transformational leadership
All five of the senior executives from fashion business agreed that transformational leadership is a prerequisite in building innovation culture in their organizations. However, they only agreed four out of six criteria of transformational leadership are important in helping innovation culture formation:
a. To give individualized support for employees;
b. To articulate innovation vision to motivate employees;
c. Leaders serve as role model in innovation
d. Fostering cooperation to form group goal
The other factors, i.e. intellectual stimulation and high performance expectation are not recognized by the majority of the senior executives as important factors for building innovation culture. Leadership concept and employees towards innovation dimension for easy reference.
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Figure 2: Transformational leadership concept and employees’ attitude towards innovation dimension
When discussed with the senior executives about the Innovation organizational concept, all of them recognized that human capital innovation and process innovation are both key dimensions and vital under the concept. The factor grounded from the information during the interviews are:
1. Human Capital Innovation Dimension
a. Hiring based on Innovation ability and experience
b. Promotion based on Innovation ability and experience
c. Reward based on Innovation ability and experience
d. High status of innovation personnel
2. Process Innovation Dimension
a. Operation efficiency improvement
b. Learning competitors’ new process
c. Innovation improves profitability
d. Innovation releases human resources for meaningful work
This part is visualized in below Figure 3: Organization Innovational Concept and Human Capital and Process Innovation Dimensions for easy reference.
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Figure 3: Organization Innovational Concept and Human Capital and Process Innovation Dimensions for easy reference
E. Design of Research Instruments
The design of research instruments consist of three main components, namely the survey questionnaire, the development of scale and design of sampling.
E.1. Questionnaire Design
Having gone through previous part of grounded work, a stretch map of Innovation Culture Building as below in Figure 4 is developed.
[image: ]

Figure 4: Innovation Culture Building Stretch Map
By making use of the factors surfaced in the grounded process, the below questionnaire is developed:
· The first four questions are controlled variables to gather personal information of the respondents: genders, years of service, position and education level
· Question 5 and Question 11 are for gathering relationship information between innovation culture, transformational leadership and organizational innovation
· Question 6 and Question 12 are for gathering causal linkage information between transformational leadership and organizational innovation
· Question 7 to Question 10 are for testing employees’ attitudes towards innovation in relationship to transformational leadership
· Question 13 to Question 16 are for gathering opinion for human capital innovation in relationship to organizational innovation
· Question 17 to Question 20 are for gathering information of process innovation in relationship with organizational innovation
Below are the full questionnaire for reference.
1. Gender:	Male	Female
2. Years of Services:	______ years
3. Position:	General Staff, Supervisor, Manager
4. Education:	High School, Under Graduate, Post Graduate
5. Would you consider the adoption of transformational leadership can help to build innovation culture in your organization
6. Would you consider transformational leadership help for organization innovation
7. Would you consider leaders to provide innovation vision will help for innovation in your organization to the employees
8. Would you consider leaders to provide individual support concentrates on the employees’ feelings help for innovation in your organization
9. Would you consider leaders to serve as a role model in innovation will help your organization to innovate
10. Would you consider leaders to foster employees to accept shared goal can help innovation in your organization
11. Would you consider innovation culture will facilitate implementation of human capital and process innovation in your organization
12. Would you consider organizational innovation will facilitate transformational leadership style in your organization
13. Would you consider hiring people with innovation ability and experience can help your organization to innovate
14. Would you consider promoting people should be based on his / her innovation ability and experience in your organization
15. Would you consider high reward to employees who involves in innovation activities in your organization
16. Would you consider the employees engaged in innovation activities are influential and high status in your organization
17. Would you consider process innovation can improve operation efficiency in our organization
18. Would you consider learning and applying competitors’ new process in the business can help your organization to innovate
19. Would you consider process innovation can improve the business’ profitability in your organization
20. Would you consider the process innovation will release human resource to do other more meaningful work in your organization
E2. Scale Development
Among the choice of the most common four measurement scales i.e. nominal, ordinal, interval and ratio scales, ordinal scale is the most proper choice in this survey.  As the survey is to gather information regarding the respondents’ attitudes towards innovation, ranking arranged into a meaningful order will suit the purpose.
More importantly, the qualitative classification is particularly suitable in this case.  Therefore, a Likert Scale is adopted to ask how much a respondent agree or disagree on a series of statements. The most commonly used of 5-point Likert Scales are used:
[image: ]
E3. Sampling Design
As five senior executives interviews have been done from five individual fashion retail businesses, we target to get ten people from each organization to fill the questionnaires to gather 50 sets of data.
It is mindful that we exclude the senior executive from the questionnaire survey to prevent bias.  Only general staff, supervisors and managers are asked to help tor filling the questionnaire.
F. Evidence of piloting of research instrument
Ten of the questionnaires have been sent to each of the five interviewed senior executives. Through them, the questionnaires were distributed to their staff on random basis.  All 50 questionnaires were collected with analysis of the background information of the respondents in Table 1:
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The components of the pilot samples are even in sense of:
1. They come from five business units, therefore, the information collected will not be dominated by an individual organization’s factors.
2. The educational background of the respondents are evenly spread among high school, graduate and post-graduate. Therefore, the information collected will not be dominated by a group of special class of respondents of education.
3. The positions of the respondents are more or less evenly spread among different positions.  Therefore, the information collected will not be dominated by special class of positions.
4. About the years of services, 62% of the respondents are with more than five years of service.  38% are with less than five years of service.  More respondents with longer years of service will provide more reliable data as they are more familiar with their organization.
Table 2 shown below is the descriptive statistic about the 16 variables’ results.
	
	
	
	
	
	N = 50
	

	
	
	Min
	Max
	Mean
	St. Dev
	

	
	Innovation Culture
	
	
	
	
	

	
	relates to Transformational Leadership
	5.00 
	10.00 
	7.100 
	1.5452 
	

	
	
	
	
	
	
	

	
	Transformational Leadership
	
	
	
	
	

	
	relates to Organizational Innovation
	5.00 
	10.00 
	7.750 
	1.9066 
	

	
	
	
	
	
	
	

	
	Transformational Leadership
	
	
	
	
	

	
	relates to Vision
	5.00 
	10.00 
	8.100 
	1.8599 
	

	
	
	
	
	
	
	

	
	Transformational Leadership
	
	
	
	
	

	
	relates to Individualized Support
	2.50 
	10.00 
	7.400 
	2.6707 
	

	
	
	
	
	
	
	

	
	Transformational Leadership
	
	
	
	
	

	
	relates to Leadership Role Model
	2.50 
	10.00 
	7.400 
	2.6225 
	

	
	
	
	
	
	
	

	
	Transformational Leadership
	
	
	
	
	

	
	relates to Shared Goal
	2.50 
	10.00 
	7.100 
	1.9140 
	

	
	
	
	
	
	
	

	
	Innovation Culture
	
	
	
	
	

	
	relates to Organizational Innovation
	0.00 
	10.00 
	6.950 
	3.3991 
	

	
	
	
	
	
	
	

	
	Organizational Innovation
	
	
	
	
	

	
	relates to Transformational Leadership
	2.50 
	10.00 
	7.800 
	2.2383 
	

	
	
	
	
	
	
	

	
	Organizational Innovation
	
	
	
	
	

	
	relates to Staff Hiring
	5.00 
	10.00 
	8.000 
	2.0203 
	

	
	
	
	
	
	
	

	
	Organizational Innovation
	
	
	
	
	

	
	relates to Staff Promotion
	2.50 
	7.50 
	5.500 
	2.0203 
	

	
	
	
	
	
	
	

	　
	Organizational Innovation
	　
	　
	　
	　
	　

	　
	relates to Staff Reward
	0.00 
	10.00 
	3.400 
	2.2452 
	　

	
	
	
	
	
	
	

	　
	Organizational Innovation
	　
	　
	　
	　
	　

	　
	relates to Innovation Staff high status
	0.00 
	7.50 
	1.650 
	1.6452 
	　

	
	
	
	
	
	
	

	
	Organizational Innovation
	
	
	
	
	

	
	relates to Operation Efficiency
	0.00 
	10.00 
	7.950 
	2.1835 
	

	
	
	
	
	
	
	

	　
	Organizational Innovation
	　
	　
	　
	　
	　

	　
	relates to Learning Competitor's new process
	0.00 
	5.00 
	2.100 
	1.9140 
	　

	
	
	
	
	
	
	

	
	Organizational Innovation
	
	
	
	
	

	
	relates to Business Profit
	5.00 
	10.00 
	7.950 
	2.1243 
	

	
	
	
	
	
	
	

	
	Organizational Innovation
	
	
	
	
	

	
	relates to increase human meaningful work
	0.00 
	10.00 
	6.350 
	3.0393 
	

	
	
	
	
	
	
	


For the descriptive statistics table, 3 independent variables are identified with mean lower than 5.0, i.e. the attitude of the respondents disagree with these factors will help of organizational innovation:
1. The mean score of innovation staff reward is 3.4. This means the respondents disagreed that innovation staff should not have special reward.
2. The mean score of innovation staff with higher status is 1.650. This means the respondents strongly disagreed that staff with innovation duties should be treated differently with higher status in the organization.  In other words, they believe that staff with different responsibilities should be treated equally.
3. The mean score of learning competitors’ process is 2.100.  The respondents strongly disagreed to copy what competitors are now doing will not contribute to organization innovation.
G. Data analysis based on piloting
H1:	Transformational leadership is positively and significantly related with employees’ attitude towards innovation
A regression analysis is carried out to test the hypothesis
	
	Model Summary
	

	
	Model
	R
	R Square
	Adjusted R
	Std. Error of the
	

	
	
	
	
	Square
	Estimate
	

	
	1
	.736a
	.541
	.500
	1.0923
	

	
	
	
	
	
	
	



The model summary table provides the R and R2 value.
· The R value is 0.736 which represents the sample correlation and, therefore, indicates a high degree of correlation among the variables.
· The R2 value (0.541) indicates how much of the dependent variables (Transformational Leadership) can be explained by the independent variables.
	
	ANOVAa
	
	

	
	Model
	
	Sum of
	df
	Mean
	F
	Sig.
	

	
	
	
	Squares
	　
	Square
	　
	
	

	
	1
	Regression
	63.313
	4
	15.828
	13.267
	.000b
	

	
	　
	Residual
	53.687
	45
	1.193
	　
	
	

	
	　
	Total
	117.000
	49
	　
	　
	　
	



· The ANOVA table indicates the statistical significance of the regression model. Here p is less than 0.05 which indicates that the model is good enough in predicting the outcome.
· F = 13.267   
· P = 0.000
	
	Coefficientsa
	

	
	
	
	
	
	Standardized
	　
	
	

	
	Model
	
	Unstandardized Standardized
	Coefficients
	　
	
	

	
	
	
	B
	Std. Error
	Beta
	t
	Sig.
	

	
	1
	(Constant)
	4.430 
	0.907 
	　
	4.886 
	　.000
	

	
	　
	Vision
	-0.062 
	0.140 
	-0.075 
	-0.442 
	.660 
	

	
	　
	Individualized Support
	0.131 
	0.093 
	0.227 
	1.410 
	.165 
	

	
	　
	Role Model
	0.370 
	0.087 
	0.628 
	4.278 
	　.000
	

	
	　
	Shared Goal
	-0.076 
	0.082 
	-0.094 
	-0.921 
	.362 
	



· We can see that the vision (P = 0.000) and leader role model factors (P=0.000) are both <0.05. These means they are both the best predictor of Transformational Leadership Innovation. The other three factors (P>0.05) are not significant in prediction.
Therefore, H1 is accepted.



H2:	Organizational innovation is positively and significantly related with human capital innovation
A regression analysis is carried out to test the hypothesis
	
	Model Summary
	

	
	Model
	R
	R Square
	Adjusted R
	Std. Error of the
	

	
	
	
	
	Square
	Estimate
	

	
	1
	.482a
	.232
	.182
	3.0747
	

	
	
	
	
	
	
	



The model summary table provides the R and R2 value.
· The R value is 0.482 which represents the sample correlation and, therefore, indicates a moderate degree of correlation among the variables.
· The R2 value (0.232) indicates how much of the dependent variables (Transformational Leadership) can be explained by the independent variables.
	
	ANOVAa
	
	

	
	Model
	
	Sum of
	df
	Mean
	F
	Sig.
	

	
	
	
	Squares
	　
	Square
	　
	
	

	
	1
	Regression
	131.257
	3
	43.752
	4.628
	.007b
	

	
	　
	Residual
	434.868
	46
	9.454
	　
	
	

	
	　
	Total
	566.125
	49
	
	　
	　
	



· The ANOVA table indicates the statistical significance of the regression model. Here p is less than 0.05 which indicates that the model is good enough in predicting the outcome.
· F = 4.628
· P = 0.007
	
	Coefficientsa
	

	
	
	
	
	
	Standardized
	　
	
	

	
	
	
	Unstandardized Standardized
	Coefficients
	　
	
	

	
	Model
	
	B
	Std. Error
	Beta
	t
	Sig.
	

	
	1
	(Constant)
	3.067
	1.522
	
	2.015
	　.050
	

	
	　
	Promotion
	.668
	.467
	.397
	1.429
	.160 
	

	
	　
	Reward
	-.231
	.423
	-.153
	-.547
	.587 
	

	
	　
	High Status
	.603
	.316
	.292
	1.911
	.062 
	



· We can see that all four factors related to human capital are ≥0.05, which means that all of them are not significant in prediction.
Therefore, H2 is rejected.



H3:	Organizational innovation is positively and significantly related with process innovation
A regression analysis is carried out to test the hypothesis
	
	Model Summary
	

	
	Model
	R
	R Square
	Adjusted R
	Std. Error of the
	

	
	
	
	
	Square
	Estimate
	

	
	1
	.565a
	.319
	.258
	2.9270
	

	
	
	
	
	
	
	



The model summary table provides the R and R2 value.
· The R value is 0.565 which represents the sample correlation and, therefore, indicates a high degree of correlation among the variables.
· The R2 value (0.319) indicates how much of the dependent variables (Organizational Innovation) can be explained by the independent variables.
	
	ANOVAa
	
	

	
	Model
	
	Sum of
	df
	Mean
	F
	Sig.
	

	
	
	
	Squares
	　
	Square
	　
	
	

	
	1
	Regression
	180.604
	4
	45.151
	5.270
	.001b
	

	
	　
	Residual
	385.521
	45
	8.567
	
	
	

	
	　
	Total
	566.125
	49
	
	
	　
	



· The ANOVA table indicates the statistical significance of the regression model. Here p is less than 0.05 which indicates that the model is good enough in predicting the outcome.
· F = 5.270   
· P = 0.001
	
	Coefficientsa
	

	
	
	
	
	
	Standardized
	　
	
	

	
	Model
	
	Unstandardized Standardized
	Coefficients
	　
	
	

	
	
	
	B
	Std. Error
	Beta
	t
	Sig.
	

	
	1
	(Constant)
	3.101
	1.958
	
	1.584
	　.120
	

	
	　
	Operation Efficiency
	.273
	.218
	.175
	1.249
	.218
	

	
	　
	Learning Competitors’ Process
	.359
	.260
	.202
	1.378
	.175 
	

	
	　
	Profit
	-.372
	.291
	-.232
	-1.278
	　.208
	

	
	　
	Meaningful Work
	.611
	.180
	.547
	3.391
	.001 
	



· We can see that the factor of Innovation helps human for more meaningful work factor (P=0.001).  This means it is the best predictor of organization innovation.  The other three factors (P>0.05) are not significant in prediction.
Therefore, H3 is accepted.




H4:	Transformation leadership and organizational innovation are correlated in building innovation culture
We make use of Paired samples test for validation purpose for H4,
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First, we see the descriptive statistics for both variables (Transformational leadership and organization innovation), the means of two variables are on similar level, i.e. 7.100 and 6.950 (i.e. majority of respondents are taking the “agree” option).
The significant is 0.968.  Since it is greater than 0.05, we can conclude there is no difference between the two factors on building innovation culture.
Therefore, H4 is accepted.
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General Staff 16 32.0
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