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Abstract

The purpose of this research is to investigate the effect of four dimensions of
entrepreneurial leadership (EL) on value creation and business performance through
the leaders’ perspectives. The structural equation modelling (SEM) approach was used
to test the credibility of the four dimensions of EL, which are personal competency
(PO), managerial competency (MC), proactive competency (PRC) and technological
competency (TC). Value creation and business performance models from prior
research were used as the source of this research questionnaire for 235 automotive-
parts manufacturers in Thailand. The questionnaire contains thirty-eight items included
twenty-eight items on EL, five items on value creation and five items on business
performance. The outcomes revealed that the conceptual model generated had a
good fit with construct relationships and empirical data results. These data were
further investigated within the questions dealing with construct and model

relationships by using the explanatory multiple analysis. The results showed that the
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strong effects of EL and business performance noted are mediated by value creation.
It was established that leaders in automotive parts businesses have a chance to
influence existing skills and competency that create more value to move toward
superior business performance and outcomes. This study concludes and describes the

implications of the data for future research in EL theory.

Keywords: Entrepreneurial leadership, Value creation, Business performance,

Automotive parts manufacturing businesses
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Introduction

Robust competitive situations, rapid environmental change, and changing
government policy affect all business owners. These business owners experience a
high risk to manage their businesses effectively. Leaders and managers who play crucial
roles in organizations might possess particular forms of leadership characteristics
necessary to achieve particular business outcomes (Arthur & Hisrich, 2011). One
emerging form of leadership is entrepreneurial leadership (EL). This refers to a modern,
new leadership role that expresses an entrepreneurial style of leadership (Mintzberg,
Ahlstrand, & Lampel, 1998). EL arose from two fields, namely entrepreneurship and
leadership (Ensley Pearce, & Hmieleski, 2006). Entrepreneurship emphasizes and
represents the tenacity and achievement of a business in seizing opportunities that
lead to innovation and capability building (Kuratko, 2007). Entrepreneurial activities are
very important to all businesses and have many benefits such as seeking opportunities,
needing to achieve set goals, being independence-minded, and taking risks and

innovating (Fernald, Solomon, & Tarabishy, 2005).

This research purposes to investigate the effect of entrepreneurial leadership
dimensions on value creation and business performance in the automotive parts
businesses in Thailand. The research uses three theories to describe the phenomena
mentioned. These include entrepreneurial leadership theory, contingency theory and
dynamic capability theory. All theorizations are constructed to reveal the relationship
between entrepreneurial leadership, its antecedent and the consequences.
Additionally, value creation is hypothesized as the mediator of the effect between the
four dimensions of EL (Personal Competency: PC, Managerial Competency: MC,
Proactive Competency: PRC, and Technological Competency: TC) and business

performance. Therefore, the scope of this research is presented briefly as follows.

Entrepreneurial leadership is defined as a leadership role performed according
to the entrepreneurial style of leadership and that generates entrepreneurial activities
that deliver more value to a business in terms of both built value creation and business
performance (Simsek et al., 2015). In this study, EL included four dimensions: First, PC

refers to a person's capacity for interaction rather than for control, ability to interact
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within an organization and autonomy of subordinates (Markman & Baron, 2003).
Second, MC refers to leadership skills in the context of concentrating on planning and
coordination (Renko et al., 2015). Third, PRC refers to a leader’s ability to recognize
new opportunities, to adjust to situations rather than change them and seek new
dimension to describe organizational success (Bateman & Crant, 1999). Finally, TC
refers to a leader’s skill to use technology in the workplace including computers, an
automation office, robots, machine-learning, and the internet of things as is

characteristic of smart entrepreneurs (Songktinnatham, 2018).

The anticipated outcome of the investigation of the four dimensions of EL was
to be able to assess business performance that arises from the application of leaders’
skills. Business performance can be measured in different contexts, such as the
innovativeness of firms, market share, growth rate in number of employee, sales, etc.
(e.g,, Schwartz et al., 2013). Success is derived from a leader’s competencies, which
are reflected in subordinate action and business performance in term of increasing
return on investment (ROI), return on equity (ROE), return on assets (ROA), net profit
margin, sales growth, and growth in the number of employees. Moreover, this research
aims to examine the mediating effect of value creation and business performance.
Value creation is defined as the ability of the leaders and business to produce products
and services, their exchange value, and the use value of commodities (Kraaijenbrink,
2011). Sources of value creation arise from several sources both inside and outside a

business (Amit & Zott, 2001).

Understanding how EL in automotive part manufactures react to value
creation generates business performance for EL to be the better lead by matching the
expectation to new leadership style that is consistent to the current situation in
Thailand. Previous research has linked EL characteristics in several competencies and
other organizational outcomes; however, only a few studies involved technological
competency and other EL dimensions, including personal competency and managerial
competency influence value creation and business performance. Therefore, to fulfil
this study eap, the main purpose of this research aims to investigate the effects of

entrepreneurial leadership on value creation and performance of the automotive parts

Human Resource and Organization Development Journal Vol. 11 No. 2/2019



The Effect of Entrepreneurial Leadership, Value Creation

and Automotive Parts Manufacturing Businesses Performance in Thailand

businesses in Thailand. Also, the dimensions of EL, included PC, MC, PRC, TC, are
assumed to be the independent variables in the research model adopted. This
research will gather data from automotive parts businesses in Thailand by means of a
survey questionnaire. In conclusion, the scope of this research includes three major
parts. First, it examines the effect of four dimensions of EL (PC, MC, PRC, and TC) on
value creation. Second, it investigates the influence of four dimensions of EL on-
business performance. Lastly, it explores the mediating effect of value creation

between the four dimensions of EL and business performance.
Literature Review

Four Dimensions of EL

From a review of the literature, EL is seen to overlap between leadership and
entrepreneurship. Previous studies have indicated that leadership involves the
observed behavior of leaders (Conger & Kanungo, 1987), the influences on
expectations and concerns of subordinates (Kerr et al,, 1974), and how they motivate
their subordinates to perform above the leader’s expectation (Podsakoff et al., 1996).
Entrepreneurship focuses on capabilities, because businesses that operate with well-
developed entrepreneurial skills can sustain growth and innovation, which gives critical
competitive advantages (Wingwon, 2012). These skills lead to marketing capability,
innovative capability, and sustained competitive advantages (Lee & Hsieh, 2010),
technological capability (Fontes, 2007), and unique and distinctive competence (Ahuja
& Lampert, 2001). Thus, how EL's dimensions might have arisen from the integration
of the two concepts of leadership style and entrepreneurial capabilities will be
discussed in the next section. The central element of EL characteristics that will be
focused on in this study is a new leadership style to fit with current situations. The

four dimensions of EL characteristics will be described below.

Personal competency (PC) refers to personal competence, which is important
to potential entrepreneurs and means that a given individual can identify opportunities
for business (Krueger & Brazeal, 1994). Bagheri and Pihie (2011) indicated that PC

represent the ability to apply methods for utilizing the learning outcomes to recognize
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the necessary personal skills and learning opportunities in order to acquire valuable
knowledge and competencies to ensure success. Moreover, PC can be divided into
three sub-elements (decision-making, self-reinforcement, and self-regulatory skills).
First, decision-making is the ability individuals utilize when confronted with a specific
problem. It involves developing cognitive strategies on information gathering and
applying this to decision-making. Second, self-reinforcement is involved with self-
statements one makes to reinforce one's behavior. Finally, self-regulation skills
represent cognitive strategies that individuals may use in specific situations to manage
anxiety or distress (Griffin et al., 2002). Moreover, PC is related to personal models,
outcome models, or education and training models, as well as to the standard
approach in which benchmarking criteria are used (Hynes, 1996). These contribute to
general cognitive ability, specialized cognitive skills, competence performance,
modified competence-performance, objective and subjective self-concepts, motivated
action tendencies, action competence, key competencies, and meta-competencies

(Le Deist & Winterton, 2005). All of these are connected to leadership responsibility.

Second, managerial competency (MC) involves underlying characteristics of an
individual that are causally related to adequate or superior performance in a job
(Klemp Jr, 1980). A manager's competency relates to motives, traits, self-concepts,
attitudes or values, content knowledge, cognitive or behavioral skills, aspects of one's
self-image or social role, or a body of knowledge, which are used to identify issues
and are utilized in their management roles (Harley, 1995). Individual characteristic that
can be performance enhancers include logical thousght, accurate self-assessment,
positive regard, developing others, spontaneity, use of unilateral power, self-control,
stamina and adaptability, and specialized knowledge (Nwokah & Ahiauzu, 2008). MC
also involves aspects of leadership style (versatility, task, stability, and people
leadership), and is concerned with flexibility and growth while creating value in the
organization (Rasli et al,, 2015). The model of MC involves managing the future,
promoting continuous improvement, maintaining competitiveness, energizing

employees, and fostering innovation (Trivellas & Drimoussis, 2013).
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Third, proactive competency (PRC) is an ability area that could be further
developed and exercised to help people meet future life challenges (Stanojevi¢ et al.,
2013), and could involve an educational program that supports a review of feasible
and effective practices in improving business (Bode et al., 2006). PRC is thought of as
consisting of two steps. First, the creation of agile employees refers to activities such
as building value propositions based on current development. Second, recognition of
agile employees might come in the form of cost reductions for a customer as a result
of accepting the employee's valuable propositions (Chonko & Jones, 2005). However,
PRC are competencies that have elastic or resilient features, and involve flexible and
cyclic activities (Pirinen & Franti, 2008). Moreover, addressed this competency as
possessed by proactive leaders involves looking at the behavioral and potential
aspects of leadership (Wu & Wang, 2011). The PRC emphasized are drivers to business
growth through innovation and are key sources of generating competitive advantage

that is a fundamental source of business value (Garcia-Zambrano et al., 2014).

Finally, technological competency (TC) represents the abilities or behavior
directly related to the nature of utilizing technology and advanced equipment
proficiency required to exercises effective control of a business (e.g., Murphy et al,,
2012). The idea that core or strategic capabilities lead to business competitiveness and
survival through decision-making and action is supported by Leonard-Barton (1995). TC
is different from other competencies because it changes over time. Not surprisingly,
some research has found that large businesses have more expertise in their TC than
small and medium-sized businesses (Patel & Pavitt, 1997). This may be dispersed over
a broader range of sectors than their production activities and so there is a need for
more concentrated development efforts in a long-term to keep up with advances in
technology (e.g., Chiesa et al.,, 1999). TC aid in increasing profitability and enhance
innovation and successful business performance (McEvily et al,, 2004). These
contribute to the achievement of superior performance (Gonzalez-Alvarez & Nieto-
Antolin, 2005), exert a direct effect on a business's innovative performance (Lokshin et
al,, 2009), and maintain and improve competitive organizational advantages (Bolivar-

Ramos et al., 2012).
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Value Creation

Value creation is the amount of value that is subjectively realized by a target
user who is the focus of value creation in individuals, organizations, and society (Lepak
et al., 2007). According to prior empirical evidence, EL is a source of value creation
(Ahmad, & Seymour, 2008). This emphasizes that value creation is central to the
definition of entrepreneurial activity (Zott et al., 2000). It is also integral to a part of
the marketing function and orientation of a firm (Han et al., 1998). While value creation
is an essential condition for exchange to occur, successful firms emphasize the value
creation activities that are best suited to their strategic intent within their competitive
niche (Miller & Floricel, 2004). Traditional enterprises have placed more focus on the
transaction and customer relationships (Wang et al., 2004), but the focal point of an
entrepreneurial leader is innovative and is oriented toward value creation (Morris et
al,, 2002). Entrepreneurs achieve better results by finding new ways to create or
discover value (Becherer et al., 2008). They recognize the ability of the creation process
to play several roles in the relationship such as between leaders and followers (Kelm
et al,, 1995), customers and marketers (Smith & Colgate, 2007), and buyers and
suppliers (Chatain, 2011). Therefore, this research tested the effect of four dimensions of
EL on-value creation of the leaders from automotive parts businesses and hypothesizes
that:

Hypothesis 1: Four dimensions of EL (PC, MC, PRC and TC) will have a positive

effect on value creation.

Business Performance

Business performance refers to the operational ability to satisfy the desires of
the company’s major shareholders (Smith & Reece, 1999). Prior studies have indicated
that there are direct effects between EL and business performance. Also, some
empirical studies have shown a strong relationship between EL and performance. For
example, the relationship between EL and performance in leaders of educational
institutions has been confirmed by Wahab and friends (2015). Strategic leadership and
a leader operating in an entrepreneurial context are related to business performance

(Simsek et al., 2015), such as in South Africa's tourism business performance (Zyl &
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Mathur-Helm, 2007), and leadership styles in Taiwan compared to business
performance (Yang, 2008). EL behavior is also related to new venture performance
(Hmieleski & Ensley, 2007). However, these studies gather data from other industries,
but not the leaders in automotive parts industry and not in Thailand context.
Therefore, this research tested the effect of four dimensions of EL on the business

performance of leaders from automotive parts businesses and hypothesizes that:

Hypothesis 2: Four dimensions of EL (PC, MC, PRC, and TC) will have a positive

effect on business performance.

A literature review found little empirical evidence that EL relates directly to
value creation or EL relates to business performance because of mediation by value
creation. Therefore, this study emphasizes the two roles of value creation and suggests
these are a consequence of EL and a mediator between EL and business performance.
Figure 1 shows the conceptual framework of this research. Therefore, this research
tested the effect of four dimensions of EL on the value creation and business performance

of leaders from automotive parts businesses and hypothesizes that:

Hypothesis 3: Value creation will mediate the relationship between four

dimensions of EL (PC, MC, PRC, and TC) and business performance.

Entrepreneurial Leadership

Personal Competency

Managerial Competency — Value Creation ——»  Business Performance

Proactive Competency

Technoelogical Competency

Figure 1. Conceptual model of entrepreneurial leadership, value creation and business

performance
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Research Instrument

Respondents were leaders of automotive parts manufacturing businesses located
in Thailand. Automotive parts businesses are very important in the Thai Economy because
they have the highest export value (Suwannarat, 2016). They now are faced with
challenging situations included pressures from Government following the announcement
of a new policy—Thailand 4.0 policy. This policy has challenged all automotive parts
businesses to create a value-based economy driven by innovation, technology, and
creativity. Thus, the automotive parts manufacturing businesses were an appropriate
setting for studying the individual levels of EL, value creation and business performance.
The population of leaders selected for this study came from 616 automotive parts
manufacturing businesses listed by the Thai Auto parts Manufacturers Association (TAPMA,
2018). The optimal sample size of respondents was calculated by using Yamane's (1973)
formula when the known population size is 95 percent confidence level and based on
the concept of statistical analysis of SEM. The calculation indicated that 243 responses
were required from the 616 leaders consisted of mangers, owners, or who work in top of
management level in automotive parts businesses. Of the 241 surveys returned, 235 were
useable. Additionally, due to the change of address or the closedown of the businesses,
18 mailed surveys were undelivered. Therefore, the rate of useful responses was around
96.71 percent. Taking all these facts into consideration, the criterion for the lowest sample
size was met (Hair et al., 2010). Thus, 235 automotive parts manufactures were deemed
suitable for utilization in the confirmatory factor analysis and structural equation model
because Anderson and Gerbing (1988) suggested that the minimum sample size for

conducting SEM should be N = 100-150.

In order to satisfy instrument reliability and validity, this research used a
questionnaire to collect data after three steps were completed. First, the item objective
congruence index (I0C) was tested by three experts in the Management area. The item-
objective congruence index from all items is acceptable if its value is equal .64 > .50
(Turner & Carlson, 2003). Second, a pilot study was employed before the actual study to

solicit feedback from 30 respondents in terms of their understanding of the questionnaire’s
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wording and to measure and evaluate any ambiguity in the questions and to assess the
questionnaire’s reliability. This study used Cronbach’s alpha coefficient to measure the
reliability of the subjects’ answers concerning all items on the questionnaire. Usually, the
researchers called the analysis of internal consistency for the instrument. The results
indicated that all of the variables had values of Cronbach’s alpha greater than .70 (Cho &
Kim, 2015). Thus, the result of all Cronbach’s alpha coefficients from pilot study is from
.785 t0 .929, which exceeds the acceptable cut-off score. Third, using a non-response error
test form, all 235 surveys were separated into two approximately equal parts: the first
group consisted of 117 responses that were regarded as the early respondents, and the
second group consisted of 118 responses that were regarded as the late respondents. The
findings from data analysis indicated that there are no differences for each factor from
both the first and second respondents’ groups. If not including PRC, then the findings
revealed that there are differences between the first and second groups of respondents.
This result may be originated from the respondent’s inability, reluctance, or refusal to
respond to the surveys may have caused the rise of the PRC difference (Jang et al., 2008).
Regardless that PRC differences are showing, there will be no impacts on the outcomes

because their significant value and instinctual opinions are close to .05.

Moreover, to measure the fit of each variable, this study used two methods
consist of exploratory factor analysis (EFA) and confirmatory factor analysis (CFA). First, the
EFA was used to test each item of EL, value creation, and business performance, because
it is the most effective manner to set the structure of variables (Chong, 2006). Due to the
fact that the questionnaire developed in this study was adapted from prior studies, part
of it was integrated with new items which were developed to describe every factor based
on a comprehensive theoretical rationale. Second, CFA was used to test the relationship
between the observed variables and the fundamental constructs with factors that allowed
to inter-correlate freely and utilized to assess unidimensional, convergent validity, and
construct reliability. In addition, CFA was used to test the goodness-of-fit indices that assess
goodness of fit of the model which includes the normed chi-square test, a p-value that is
no significant, GFI is higher than .90 and the RMSEA is lower than .05 (Formnell & Larcker,
1981). Lastly, this research used the structural equation modeling (SEM) method and

results show that there are no difference and can be accepted at the level of significance

NITEANINITHALINTNGINTUY YO UALDIANTS U1 11 adui 2/2562



Wanlee Putsom, Pornlapas Suwannarat, and Nitiphong Songsrirote

13

.05 and its ratio of Chi-square value to the degree of freedom is lower than 2.00. This
indicates an adequate fit of the observed data with the model. The fit indices included
NFI, CFl, IFl, and RFI, are above the cut-off criterion (.900) and RMSEA is lower than
recommended value is .05 (Hair et al,, 2010). The details about each variable and reliability

are explained below.
Dependence Variable
Business performance (BP)

Business performance is a multidimensional construct (Wiklund & Shepherd,
2005). Previous studies often have used self-reports to gather business performance data,
and these results have proven reliable (Calantone & Knight, 2000). This study used
subjective, self-reported measures on five rating scales of automotive parts manufacturers’
performance. This included six items consist of return on investment, return on equity,
return on assets, net profit margin, sale growth, and growth in some employees (Zahra et
al., 2002). The reliability value (QU) in this section was .925. From EFA results, one item was
deleted; therefore, the reaming variables are five from six items. All of the variables fit the
index and fell within an acceptable range ()} = 818, df = 3, p = .845, (*/df = .273, GFl =
999, RMSEA = .000).

Independent Variable
Entrepreneurial leadership (EL)

The perception of EL was assessed in four dimensions. First, PC was used to
measure the ability of leaders to apply the own capability in decision-making and to
reinforce one's behavior, and the use of self-regulation in specific situations to manage
anxiety or distress (Griffin et al., 2002). PC was measured by adopting questions from Griffin
and colleagues (2002) and Le Deist and Winterton (2005). The six items used were
developed from the literature reviews and gave a satisfactory Cronbach’s Alpha (Ol = .753).
Afterward, CFA was used to test the reaming four PC items to measure the PC variable
and PC items were fitted reasonably well ((* = 1.618, df = 2, p = .445, X*/df = .809, GFl =
997, RMSEA = .000). Secondly, MC refers to specific skills of entrepreneurial leaders such

as analytical ability, persuasiveness, speaking ability, memory for details, empathy, tact,
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and charm are useful in most all leadership positions (Yukl, 1989). The instrument used to
measure this variable was from Chong (2013). This independent variable was measured by
seventeen items adapted from literature reviews and previous studies and its reliability
value (Q) was .922. Subsequently, performed CFA was used to measure the MC items
remaining twelve from seventeen items, the findings showed that fit indexes fell within an
acceptable range (Y = 57.907, df = 45, p = .094, (*/df = 1.287, GFl = .964, RMSEA = .035).
Thirdly, for PRC measurement, a scale designed by Seibert and colleagues (1999) and
Gudermann (2011) was adopted. PRC was measured by nine items and Cronbach’s Alpha
(QL) was .825. These items used CFA to assess the validity of each variable and the findings
showed remain five out of nine items and these items fell within an acceptable range ()
=.834, df = 2, p = .659, Xz/df = 417, GFI = .999, RMSEA = .000). Finally, the TC variable
measurement questions were adopted from Collin and colleagues (2015) and Cortoni and
colleagues (2015). This section consists of ten items that related to digital competency
and information technology. The analysis gave a very satisfactory Cronbach’s Alpha (O =
.921). The results from CFA remaining seven from ten items showed the baseline of all TC
items fitted the data well (Xz = 12550, df =9, p = .184, Xz/df = 1.394, GFI = .985, RMSEA
=.041).

In summary, the thirty-eight items consist of twenty-eight items involving the
four EL dimensions and five items each came from the value creation variable and the
business performance evaluation questions. Therefore, all of constructs showed
consistency in this research and it is concluded that all items might be used to

measure the conceptual model and the proposed hypotheses.
Mediating Variable
Value creation (VC)

To provide an estimate for value creation, key respondents were asked a series of
questions. The variable being assessed arises from two concept focused on customer and
business value and was measured by ten items developed and adapted from Becherer
and colleagues (2008). Prior studies suggested that value creation can be self-assessed by
managers, who are leaders in automotive parts businesses, to enable comparison with

others (e.g.,, Hellsten & Klefsjo, 2000). This questionnaire gave a satisfactory Cronbach’s
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alpha (L = .889). While, the CFA methods deleted some of the items and there are only
five from ten items remained. Fit indexes fell within an acceptable range (XZ =4.170, df =
4, p = .384, xz/df = 1.042, GFI = .993, RMSEA = .013). Therefore, based on the analyses
made in this studly, it is concluded that all of items in conceptual framework consistent

fits the empirical data.

Results

The results of the demosgraphic characteristics of the 235 automotive parts
manufacturers surveyed indicated that most respondents had registered as limited
companies (88.30%). Most of the business types that responded possessed a registered
operational capital of more than 20,000,000 Baht (65.80%). Based on the gathered data,
businesses employed more than 200 employees in 108 businesses (55.1%). Besides,
approximately 182 automotive parts businesses had been operating business more than
15 years (92.9%). In the section dealing with business revenues, most respondents (149)
identified had revenues more than 45,000,000 Baht (76.0%). In terms of location of a
business, the data showed 81 businesses were in the central region (41.3%). These profiles
designated that all information from each business can be used as a representative of the

population and could be used as a useful indicator in this study.

Table 1 Mean, S.D., Cronbach’s Alpha, and Correlation Validity of EL Constructs

Construct | Mean  S.D. a PC MC PRC TC VC BP
PC 4403 494 | 753 | 1.000
MC 4009 496 | 922 | .609 | 1.000
PRC 4037 521 | 825 | 541 | .763** | 1.000
TC 3806  .670 | 921 | .451 | .636** | .596** | 1.000
VC 4243 582 | 889 | .548 | .686™* | .630** | .614** | 1.000
BP 3767 788 | 925 | .406 | .551%* | .470** | .406** | .488** | 1.000

** Correlation is significant at the .001 level (2-tailed)
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Correlation Analysis

The correlation matrix shows the correlation between the two variables and
indicates multicollinearity problems by the inter-correlations among the independent
variables. The results indicated no multicollinearity problems in this study and the
result was lower at .80 (Hair et al., 2010). Accordingly, the evidence suggests that there
are significant relationships among the four dimensions of EL (PC, MC, PRC, and TC),
value creation and business performance in relation to automotive parts
manufacturers (r = .406 to .763, p < .01), as detailed in Table 1. Moreover, Testing the
data set for normality, kurtosis and skewness returned satisfactory results. This
permitted data analysis for model fit and hypothesis testing by used structural

equation modelling.

Table 2 The Results of Each Hypothesis, Path Analysis, Path Coefficient, t-value, and

Result
Hypothesis Path Analysis Path Coefficient t-value Result

H1 PC — VC 163 2.864* Supported
MC —> VC .267 3.433%%x Supported
PRC — VC 194 2.724%* Supported
TC —> VC .245 4.1471% Supported

H2 PC — BP .093 1.349 Not Supported
MC — BP .385 4.071%% Supported
PRC — BP .085 .982 Not Supported
TC —> BP .070 917 Not Supported

H3 PC —> VC — BP .153 2.971** Supported
MC — VC — BP 326 4.609*** Supported
PRC — VC — BP 173 2.696** Supported
TC —> VC —> BP .208 3.864%** Supported
VC —> BP 761 9.326%** Supported

Note:  ** significate level at .05

*** significate level at .01
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Hypotheses Testing

The aim of this study was to test the effect of EL dimensions, value creation
and businesses performance. Table 2 presents the results of the structural equation
modelling using the Path Analysis method for three hypotheses. For Hypothesis 1 the
results of the four dimensions of EL included PC (Y = .163, p < .05), MC (Y = .267, p
<.001), PRC (Y = .194, p < .05), and TC (Y = .245, p < .001) and represent a positive
effect on value creation. Moreover, the finding also showed that MC was more
important than another dimension. Thus, hypothesis 1 is strongly supported.
Hypothesis 2 is partially supported because not all dimensions have significant effect
on performance which are PC (Y = .093, p > .05), MC (Y = .385, p < .001), PRC (Y =
.085, p > .05), and TC (Y = .070, p > .05). Therefore, only one dimension of EL which
was MC that supported the conceptual model. Meanwhile, In Figure 2 shows the result
of Hypothesis 3 is supported by the empirical data. The findings showed that value
creation performs as a full mediator for all relations between four dimensions of EL
and business performance this includes PC (Y = .153, p <.05), MC (Y = .326, p <.001),
PRC (Y = .173, p < .05), and TC (Y = .208, p < .001) and VC (B = .761, p < .001).

Y =48.037,df =3

p-value = .258
Entrepreneurial Leadership xlfdf: 1.346
CFl = .999
IFI = .99
Personal Competency
153%% NFl = .994
RFl = .97
RMSEA = .038
Managerial Competency 32675
\ 7617
Value Creation Business Performance
y’
Proactive Competency

20877

Technological Competency

Figure 2. Structural model of four dimensions of EL, value creation, and business

performance with standardized parameter estimates and statistical significance
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Discussion

The purpose of this study was to investigate the effects of four EL dimensions on
business performance in automotive parts manufacturing businesses, specifically the
mediating effect of value creation in the relationships between EL and business
performance. The results show that four dimensions of EL have a positive relationship to
value creation in automotive parts businesses. On the other hand, the results show that
three dimensions, namely, PC, PRC and TC do not have any effects on the business
performance in automotive parts businesses. The findings regarding the direct effects of
four EL dimensions and value creation in automotive parts businesses are consistent with
the extant literature (e.g., Prieto, 2010; Quan, 2015). Consistent with these authors, it means

that the four EL dimensions are a source of value creation in automotive parts businesses.

The lack of support for three dimensions of EL included PC, PRC and TC, on business
performance was expected. Consequently, this research makes three important results to
four dimensions of EL in automotive parts manufacturing businesses. First, it does not
support the value of PC, PRC and TC to businesses performance. This means that views are
not strengthened that assert that leaders who lack of PC, PRC and TC cannot achieve
acceptable business performance in automotive parts manufacturing businesses. This finding
also is consistent of the findings of Varga and colleagues (2015) who stated that the role of
personal competences should be to update and put a proper stress on them as of
importance in training, but acquiring these competencies should be based on the opinion
of the leader who are respondents. Second, only MC directly effects automotive business
performance and implies that management skills are crucial to leader in the automotive
parts business. This is consistence with Baum and friends (2001) who stated that
management ability is a core competency of entrepreneurs. Finally, the findings indicated
that three competencies of leaders (i.e., PC, PRC, and TC) in automotive parts businesses did
not directly influence business performance. This implies that these competencies should
be integrated with other competencies to produce superior business performance.
Moreover, the result suggests that leaders who have only one managerial competency can

create both value creation and business performance.
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Meanwhile, the finding showed that if leaders have all of the four competencies in
EL this has a strong influence on value creation and is greater than that experienced from a
leader who has only managerial competency. Therefore, the data show some consistency
with the findings of Varga and colleagues (2015). They stated that modem entrepreneurial
competencies should include both informational communication technology and foreign
language competency hence providing a perfect harmony with the requirements across all
business sectors. Baum and colleagues (2001) claimed that if the competencies of leaders
consisted of general competency in management skills and their specific competencies are
operational skill and technological ability, they can create new products, services that are

specific to a particular task.

Therefore, these findings indicate that possession of PC, PRC, and TC alone cannot
create superior business performance but leaders must possess other competencies such
as personal traits, skills and knowledge (Fastré & Van Gils, 2007), behavioral competencies
(Woodruffe, 1993), entrepreneurial competencies (Fastré & Van Gils, 2007), and strategic,
organizing and relationship (Mingmalairaks, 2011). These findings, when viewed in the context
of four dimensions of EL, shed new insights on the entrepreneurship literature and

automotive parts manufacturing businesses performance literature.

Theoretical Implication

This research attempted to expand understandings of the interactions
between dimensions of EL and value creation and business performance, its new
dimensions and the moderators involved. It can be stated that this research provides
four unique theoretical contributions. First, from the perspective of broader
entrepreneurial leadership theory, this study has shown that there is a new application
of the recently developed EL model in the new century setting. The identification of
four dimensions to EL provides new insights into theories of EL. Entrepreneurial
leadership, which up until this time has not been a major part of the literature on
leadership, was found to be an important aspect in this study. It could be viewed as
a possible extension to the TC dimension of EL. A synergy between scholarly work and

experience-based work, such as are discussed in the studies of Gartner (1990), Gupta
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and colleagues (2004), Fernald and friends (2005), Kuratko (2007) and Renko and
associates (2015), may foster understanding of this leadership style and could be of
benefit to the further development of EL theory. Therefore, this research has extended
the TC dimension of EL and confirmed the outcome from empirical evidence collected
from automotive parts businesses in Thailand. Consequently, it provides an essential
theoretical insight which arises from the effects noted among each dimension of EL
and their outcomes. It also provides a fundamental theoretical insight which grows
from the effect of the TC dimension. This dimension of EL showed that it affects value
creation and business performance. Moreover, the results showed that the right
dimension of EL can be used to measure the likely gains in value creation and business
performance. The findings confirm that four dimensions of EL can lead to high-value

production and business performance.

Second, another dimension that emerged in this study, such as value creation,
is clearer in the existing dynamic capability theory context. Traditional value creation
incorporates two distinct concepts, customer value and business value. This is like
value creation in entrepreneurial marketing. The present study showed strong
evidence regarding how the leaders should approach value creation, such as using EL
competencies to gain more benefits for all people in businesses. Hence, this research
showed the effect of four dimensions of EL as mediated by value creation in the
pursuit of business performance. The research outcomes arose through quantitative
testing following collection of data from automotive parts manufacturing businesses
in Thailand. Besides, this research also expanded previous knowledge and literature

relating to the EL dimensions found in automotive parts manufacturers in Thailand.

Finally, regarding the contingency and dynamic capability theory, the results
from this research confirmed the contingency and dynamic capability theory and
supported the overall effects of the variables in this model. From the dynamic
capability theory aspect, value creation is a factor that creates value in businesses and
allows them to achieve superior performance. In the automotive parts manufacturing
business in Thailand this comes about by modifying capability for the future.

Improvement is on account of Government pressures to change the business context

NITEANINITHALINTNGINTUY YO UALDIANTS U1 11 adui 2/2562



Wanlee Putsom, Pornlapas Suwannarat, and Nitiphong Songsrirote

21

to a technological advancement perspective. This should deliver performance benefits
to the business in that the transition is from a labor-intensive process to one
demanding high technological skill. Thus, dynamic capability can support and explain
the effects of each dimension of EL in this research model, which has been newly
developed (technological and value creation) to produce value and business
performance. The dynamic capability theory potentially supports these effects. Also,
the effects of the four dimensions (PC, MC, PRC, and TC) are EL characteristics
confirmed to the EL theory and contingency theory of leadership. Therefore, these

results are also supported by the contingency theory.

Empirical Implication

The research provides useful contributions and has implications for executives,
top managers, department managers, department directors, supervisors and all the
managers. They should encourage the adoption of EL characteristics into the business.
EL competency is a core competency for creating higher added value, business

profitability, and performance through their ability, including PC, MC, PRC, and TC.

Leaders in automotive parts businesses should possess EL characteristics. Such
leaders, who work in challenging business, can create an innovative atmosphere and
higher performance by creating new values or modifying internal process through
employee behaviors. Consequently, possession of EL characteristics, in the context of
TC, is one of the most critical dimensions for creating superior performance. This is
especially true with the high technology firms that must cope with technology
changes. Businesses need to have many tools for creating more value or modifying

business processes.

In the context of the automotive parts manufacturing sector, it has been
subjected to continual development, has more complexity in the market compared
to many other businesses, must cope with the new policies arising from Government,
together with environmental uncertainty and fierce competition. Thus, leaders in

automotive parts businesses should have different skills compared with other business
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leaders included core competencies to conducts business activities. Moreover, leaders
in an automotive parts business need to move up to the next level of operation. They
need to contend with changing existing industrial structures, to focus on new areas
that emphasize research and development and advanced technology in the
production process to facilitate business, and to exploit new opportunities for

enhancing a new process to produce more value to partners and stakeholders.

Moreover, all leaders in automotive parts businesses must enable employees
to develop higher levels of skill and capability by intensively use of information
technology along with advanced technology in both management and production
process to create high value as automotive parts go to both customers and OEM
(original equipment manufacturer) and REM (repetitive manufacturing) markets. EL
characteristics suitably describe leaders who conduct businesses under the context of
Thailand 4.0. Entrepreneurial leaders have the potential to support business to survive
because they have several fundamentally competencies permitting them to struggle
with competitors. They can optimize risk, innovate to take advantage of opportunities,
take personal responsibility and manage change within the dynamic environment to
create value and business performance. In addition, the implementations of EL
competency include developing the ability in employees to self-generate, self-reflect

and self-correct in their organization.

Within the context of managerial contribution, the outcomes of this study provide
forward insights into the areas of focus to improve automotive parts manufacturer’s
performance and which leads to sustainability. Hence, it appears crucial to promote
entrepreneurial leadership and to enhance employees through changes in business
conditions. A step forward in increasing business competitiveness has been through

changing the country policy in Thailand.

In general, the outcomes retrieved from this study can be applied to other
types of business include the high technology industry, where leaders represent the
core competency of business and where entrepreneurial leadership might have a

significant impact on the performance of the businesses. Further, the result of this
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research indicates that leaders are the most critical people for enhancing value
creation, innovativeness, and business performance. Thus, executives or leaders
should pay more attention to entrepreneurial activities such as assembling a
committed team, communicating without limitations, making the business mission
statement clear, revealing true, genuine leadership, identifying all the barriers in the
workplace, and building a flexible work environment. To provide the right direction,
leaders might commence by acknowledging peoples' talents and giving appropriate

credit and motivating all of the employees who do an excellent job.

On another hand, the physical traits of an EL consist of the ability to communicate,
ability to articulate a vision and persuade others, have and communication purpose (clear
direction and meaning), have clear goals and a determination to achieve them and
communicates passion to all employees. Additionally, the result of this research indicates
that a climate and learning process in the workplace can subsidize successfully the EL
style to create more value and performance. Importantly, leaders should be careful in the
introduction of a new organizational climate and advanced leaming demands in their
business because these factors can reduce value creation and performance. Finally,
leaders in automotive parts companies should pursue and respond to new opportunities
within the globalization context that is disrupted by technological change. However,
another result arising from an investigation of the four dimensions of EL in this research
has indicated their influence on businesses performance. The four dimensions of EL (PC,
MC, PRC, and) can be utilized to improve business performance. Leaders who want to
apply organizational learning along with EL to facilitate greater value creation might be
encouraged. This variable, when strongly supported, will lead to gains in value creation.
On the other hand, leaders should be careful when thinking of applying and integrating

organizational climate changes into their businesses.
Limitation and Future Research

In this research, some limitations are recognized as follows: First, the results of this
research came from a single population of the automotive parts manufacturing businesses
in Thailand, not all automotive industries. A study of all automotive industries or other
populations, such as the high-technology sector, might measure the TC to have high

validity and reliability. Hence, it might be unwise to generalizing the findings of this research
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in this area. Moreover, this research is a first study into automotive parts manufacturing
and in the Thailand context. Thus, these items need to retested and restudied in other
populations and samples for the generalizability of results. Second, this study encountered
a low response rate (approximately 38.15%) due to a limited period allocated for data
collection. The data collection procedure and the follow-up process took approximately
a month. As a result, the response rate emerges as a primary concern for this research.
Consequently, the generalization of the results beyond the scope of this study is of limited
value. Third, the explanation and understanding of the moderating variables and their
effects are still limited. The researchers may have to examine other moderators, which
impact the operation in automotive parts manufacturing businesses for the creation of a
better conceptual framework and to fit into the context of the ASEAN country of Thailand.
Finally, this research used some items developed from prior definitions in order to
measure the dimension of EL and used the quantitative method to assess the results. The
study might be extended to include qualitative research methods such as in-depth
interview, focus group, or case study along with quantitative method to confirm the results

of this study and attain a clearer picture of EL in this sector.
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