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Abstract

In this article, we draw on the perspective of “embeddedness” with the re-
source dependence theory and social network theory to explore the relation-
ship between oversea social capital, enterprise network advantageous position
(“prestige” and “power”) and innovation capability by employing 1533 listed
companies’ interlocking directorate network statistics among 2009-2013. The
results show: 1) top managerial oversea social capital has a significant positive
effect on enterprises’ innovation capability; 2) top managerial oversea social
capital has a positive effect on obtaining the enterprise network advantageous
position (prestige an power); 3) enterprise network advantageous position
(prestige an power) has a mediating effect on the relationship between over-
sea social capital and innovation capability; 4) top managerial governmental
social capital has a positive moderating effect on the relationship between
oversea capital and innovation capability. This research enriches researches
on how does top managerial oversea social capital transfer into innovation
capability, and explores the collaboration mechanism of oversea social capital
and domestic governmental social capital on improving enterprises’ innova-
tion capability. This article provides both theoretical and practical implica-
tions on the future research on how to transfer top managerial oversea social
capital into innovation capability improvement.
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T. Wang

1. Introduction

With the advent of the era of knowledge economy, innovation has become an
important engine to ensure national economic growth (Lee, Ozsomer, & Zhou,
2015), and an important source for enterprises to build competitive advantage.
The key to the success of enterprise innovation in the 21st century is to establish
and maintain network relationship (Kash & Rycroft, 2002). Network relation-
ship is an important prerequisite for enterprise innovation, and the effective ex-
ertion of network effect can promote enterprise innovation performance and
growth (Cowan, Jonard, & Zimmermann, 2007). Innovation has a high degree of
uncertainty and complexity, which requires a lot of resource input and is con-
strained by internal resource constraints. Therefore, it is necessary to make good
use of its limited internal resources and seek new ways to obtain resources. Em-
beddedness points out that economic behavior is embedded in social relations,
so the network contains rich social capital. How to use the social capital of in-
ternal personnel and enterprises to work together on enterprise innovation abil-
ity is becoming increasingly important (Granovetter, 1985). Under the special
background of the transitional economy in China, the lack of resources caused
by institutional allocation makes social network an effective way for enterprises
to obtain resources. The research on “social capital” from the perspective of em-
beddedness provides guidance for enterprises to obtain and effectively use in-
ternal and external resources.

Social capital research points out that the market does not operate in a “va-
cuum”, and the development of enterprises depends not only on the formal sys-
tem, but also on the social capital brought by the informal system (Zhao, 2003).
Resources are unevenly distributed, and the construction of network relation-
ship among enterprises is a supplement to the non-institutional factors of un-
evenly distributed resources under the formal system (Wang, Liu, & Zhu, 2018).
The relationship between enterprises has changed from competition to the coex-
istence of competition and cooperation. In order to strengthen the cooperation
and resource control among enterprises, the chain director network has increa-
singly become one of the important channels for alliance and cooperation
among enterprises (Wang, Liu, & Zhu, 2018). Adler (2002) divides the social
capital of executives into internal social capital and external social capital on the
basis of literature review. Lin (2002) pointed out that social capital is a kind of
resource embedded in the social structure and can be obtained or flowing
through purposeful actions. Putnam (1993) introduced social capital into the
field of political science, claiming that social capital belongs to the property of
organizations and even the state, rather than the property of individuals, and that
the research on social capital should focus on the development of organizations,
rather than on the acquisition of individual development opportunities (Putnam,
1993). Therefore, this study focuses on the innovation ability of enterprises.

Considering the complexity of the external environment of enterprises, the

external social capital can be further divided into overseas social capital, gov-
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ernment social capital and financial social capital based on the types of relation-
ship objects (i.e. government, financial institutions and external companies)
(Peng & Luo, 2000). Although many scholars discuss the impact of social capital
on enterprise innovation ability from the perspective of network. For example,
Qian et al. (2010) pointed out that occupying the center and rich structural holes
can promote the improvement of enterprise innovation performance. It is worth
noting that the existing research has the phenomenon of executives’ social capi-
tal replacing corporate social capital, and cannot make an in-depth study on the
internal mechanism of the transformation from individual social capital to cor-
porate social capital. In view of the limitations of the above research, this study,
from the perspective of “embeddedness”, uses the whole network data of chain
directors of listed companies from 2009 to 2013 to study the relationship among
senior executives’ overseas social capital, enterprise network location and enter-
prise innovation ability, and tests the role of senior executives’ overseas social
capital in promoting enterprise network advantage, From individual social capi-
tal to enterprise innovation ability indirectly. As well as the direct effect and
coordination mechanism of the transformation of executives’ overseas social
capital to enterprise innovation ability. For the first time, this paper makes an
effective distinction between the individual level of executives’ overseas social
capital and the enterprise level of network location, and clarifies the dual me-
chanism of the transformation from executives’ overseas social capital to enter-
prise social capital. And this research enriches researches on how does top ma-
nagerial oversea social capital transfer into innovation capability, and explores
the collaboration mechanism of oversea social capital and domestic governmen-
tal social capital on improving enterprises’ innovation capability. This article
provides both theoretical and practical implications on the future research on
how to transfer top managerial oversea social capital into innovation capability

improvement.

2. Background and Theory

2.1. Executives Social Capital

The concept of social capital originated from the research on the importance of
founding strong families and local communities (Loury, 1976). Social capital is
regarded as resources (including tangible and intangible resources) which gen-
erated from the interaction between individuals, groups or organizations
(Nahapiet & Ghoshal, 2000). Although researchers agree that social capital is
coming into prominence for suppling considerable number of benefits (i.e.,
more career success, higher income and so on )to individuals, communities and
organizations (Adler, 2002; Florin, Lubatkin, & Schulze, 2003), they fail to come
to a consensus of opinion among meanings and definitions. Bourdieu (1995) was
the first person to analyze the concept of social capital in detail. In his mind, so-
cial capital is the collection of a range of resources that can be obtained from so-

cial network (Bourdieu, 1995). Coleman (2015) regards actors’ social structural
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resources as social capital including physical and human capital. Various defini-
tions of social capital could be refined into two perspectives in nature (Lin,
2002). The first perspective emphasizes that social capital is personal property
from which individuals can gain benefits directly (Putnam, 1993). The other one
defines social capital as the property of groups and individuals which can bring
benefits for those who owned it, the group, as well as pack members (Peng &
Luo, 2000). Our research adopts the second perspective, defines social capital as
the resource imbedded in the social networks which connect individuals, groups,
organizations or countries, can be obtained through the network. The core issue
of this idea is that network is the vital resource for individuals or organizations
(i.e., gaining business information, acquire technical knowledge).

As a matter of fact, the social capital of senior executives has personal and
public welfare. For the top management team, internal social capital refers to the
trust, norms, common vision and other intangible resources generated by the
strong relationship formed by the interaction between internal managers (Tsai &
Ghoshal, 1998), while external social capital mainly refers to the information,
resources and business that enterprises can obtain from the weak relationship
between the top management team and external entities (Geletkanycz & Ham-
brick, 1997). The interaction between senior managers and external enterprises
and organizations can effectively promote the company to obtain external in-
formation, knowledge, capital and other resources (Larson, 1992; Shu, et al.,
2012). Specifically, not only can senior managers obtain personal benefits from
their own social capital, but those organizations and their internal members who
are not part of the social network can still obtain the resources generated in the
social network by virtue of the network position of senior managers (Kostova &
Roth, 2003), for example, Senior managers can promote his or her company
through their social networks to establish connections with external companies
(Cai & Sevilir, 2012). According to the top echelon theory, the values and cogni-
tion of the top management team have a significant impact on organizational
performance (Hambrick & Mason, 1984), and social capital, as an important

source of resources, cannot be underestimated.

2.2. Overseas Social Capital, Network Position and Innovation

Drawing upon the social network theory, the companies occupying ascendant
network positions have great advantage in knowledge acquisition, information
collection and market opportunity identification, these external resources are
able to set up the effective combination of innovation factors for companies,
improve the innovation capability (Tsai, 2001). Lin (2002) also advocates that
social resources embedded in the social network, such as power, wealth, and
prestige, are not directly owned by individuals, but attained through social net-
works indirectly. Considering that the key task of senior executives is business
management, their personal traits can influence strategic choices, and then affect

corporate behaviors. Therefore, it can be said that the characteristics of senior
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executives can represent the enterprise’s traits to a certain extent (Tsai & Gho-
shal, 1998). On this occasion, the prestige and power at the individual level could
be introduced at the enterprise level, this research devotes to discuss the power
and prestige that enterprises obtain in social networks based on their network
position.

Drawing on the definition of prestige at the individual level, enterprise pres-
tige refers to the degree of public recognition to the company, represents the
reputation of authority. Prestige is related to social identity, which can enable
the company to elicit trust in others, market opportunities, resource support,
and then realize value creation. Prestige means the degree of popularity to some
extent, the bigger the company’s internal node degree in the social network, the
higher the prestige. According to the social network theory, the centrality is the
core index to measure the network position, existing relative studies mainly use
this indicator to measure the prestige of a company (Larcker, So, & Wang, 2013).
Social capital theory believes that different network positions will give enterpris-
es different advantages in controlling information and resources, thus deter-
mining the power of enterprises in social networks (Kostova & Roth, 2003). The
ability to acquire resources of enterprises depends on changing constantly the
network structure to make it beneficial to themselves, continuously developing
the structural holes in the network to enhance the controlling power (Putnam,
1995). It can be said that power is a structural force endowed to enterprises by
the network position and is closely related to resources (Powell, 2011). Structural
holes can provide information, knowledge, and other resource advantages to or-
ganizations. In previous studies, the power of enterprises in social networks is
often measured by the number of structural holes (Burt, 2010).

The enterprise innovation is a complex. uncertain and dynamic process
(Holmstrom, 2006), and always restrained by various factors. The company
needs to cross organizational boundaries to be close to critical knowledge and
resources from the social network in order to achieve innovation (Peng & Luo,
2000). If companies have more abundant of social capital, they will be easier
access to diverse information, knowledge and other resources which are the key
to realizing innovation success, and then be stronger in developing and be more
creative (Yli-Renko, Autio, & Sapienza, 2001). Landry et al. (2002) pointed out
that social capital is positively correlated with enterprise innovation. As the
helmsman of enterprise management, the social capital of executives plays a de-
cisive role in organizational innovation (Hambrick & Mason, 1984). Executives
with overseas background can obtain diversified information and advanced
knowledge resources from their own international social network (Dai & Liu,
2009), which can effectively identify opportunities and provide more convenient
conditions for enterprise innovation. The specific analysis is as follows: first of
all, senior executives with overseas experience have been embedded in the tech-
nology and market network of developed countries, which can help enterprises

to participate in international scientific and technological cooperation more
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deeply, have easier access to international leading technology and technical tal-
ents, and have the ability to continuously search and obtain external advanced
technology from a wider space, and introduce, master and use new technology
(Saxenian, 2008). In addition, the international relationship network of execu-
tives provides rich and diverse information and knowledge resources for enter-
prises, which can guide the choice of enterprise innovation direction and pro-
vide reliable support for the realization of innovation. Finally, because overseas
executives have a deeper understanding of technology and patent system, they
pay more attention to the protection of technological innovation achievements
and are more inclined to apply for technological patents for innovational
achievements (Kapur & Mchale, 2005). Above all, the study has hypothesized
that:

Hypothesis 1: There is a negative relationship between TMT overseas so-
cial capital and innovation.

As going into the global era, executives with overseas experience have become
the rare resources in the career market. They are people with star power who
usually hold extensive knowledge, rich experience and international perspective,
because of the scarcity of this type talents and their importance to the develop-
ment of companies. On the one hand, executives with overseas experience pro-
vide more professional consultation and service for the company, they can pro-
mote the level of corporate governance based on the overseas work experience
and professional knowledge background. According to the signal theory, it will
transmit the positive information of progressing with keen determination and a
spirit of uninterrupted innovations to the public when companies employ senior
executives who have the global work experience, which can enhance the prestige
of the enterprise (Levin, Meyer, & Scott, 1985). On the other, executives with
overseas work experience have embedded social networks at home and abroad.
This means that enterprises can acquire rich and extensive social relational re-
sources from different social networks. This enables enterprises to acquire rich
and extensive social relations resources from different social networks (Gilsing et
al., 2008), thus it can improve the popularity of the enterprise, and allows the
company to attract a large number of external partners. Through above analysis,
the paper holds the hypothesis that:

Hypothesis 2a: There is a negative relationship between TMT overseas
social capital and prestige.

Enterprises can rely on their dominant position to control information,
knowledge and other resources, this enables the companies to have access to
power of network. Executives with the overseas background can bring the latest
knowledge, advanced technology and international market information from the
social network to their companies, and have close ties with different kinds of
talents, for example, technical talents, management talents and so on. The en-
terprise can be fully supported by different resources which can strengthen the

ability of creation (Burt, 2010). The resources allocation capacity enables enter-
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prises to have more voice and higher status in the social network. Furthermore,
executives with overseas experience are included in different social networks si-
multaneously. That means the company can gain international and domestic re-
sources, hold companies with no associated connection together and receive
non-repeated and original information (Latiff & Hassan, 2008), thus have great-
er power in the social network. On put together, the paper holds the hypothesis
that:

Hypothesis 2b: There is a negative relationship between TMT overseas
social capital and power.

With the complexity of enterprise technology innovation and uncertainty in-
creases, relying solely on their own limited resources cannot meet the needs of
enterprise technology innovation, companies have no choice but to seek external
resource support and take the road of cooperative innovation (Escribano, Fosfu-
ri, & Tribo, 2009). The social network has a very important impact on resource
acquisition and integration process. Each company occupies a different network
position in a social network, different locations mean different opportunities for
obtaining new knowledge and information which is the key to innovation activi-
ties (Coleman, 2000). Therefore, the network position plays an important role in
the innovation of the company (Tsai, 2001). Executives with overseas working
experience are embedded in social networks at home and abroad, enabling
companies to acquire advanced technologies, knowledge, and other resources,
and connect to different potential partners, thereby promoting companies to
gain higher prestige and power. It also means that the company has an advanta-
geous network position.

High prestige means that the company is located in a relatively central posi-
tion in the social network and has a greater advantage in achieving innovation
(Granovetter, 1985). Specifically, first of all, prestigious companies have access to
multiple information channels and information sources, and it is easier to obtain
accurate information. This allows the company created a large number of novel
combinations of information to increase the possibility of achieving innovation
(Dougherty & Hardy, 1996). Second, enterprises with high prestige are more
likely to acquire a wide range of new information and knowledge. This is very
important for solving technological problems and overcoming technical difficul-
ties in innovation (Ibarra, 1993). Finally, prestigious companies have strong ex-
ternal legitimacy, and can gather different companies relying on mutual trust,
and cooperate with other innovative objects through complementing each other,
risk-sharing and profit-sharing (Humphreys, Li, & Chan, 2004). In summary,
executives with overseas background also allow companies to gain high prestige
and dominant network location, which contribute to achieve the optimal com-
bination of innovation elements. Therefore, the following hypothesis is made:

Hypothesis 3a: Prestige mediates the relationship between TMT overseas
social capital and innovation.

Unlike prestige, which emphasizes the direct relationship between enterprises,
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power pays more attention to the relationship pattern between enterprises. In
social network, there is no direct connection among all companies. When a cer-
tain enterprise can contact with other companies with no associated connection,
it means that the enterprise has hold the power by its predominant network po-
sition. The network power would be of great benefit to the realization of innova-
tion for companies. On the one hand, the network power infers that the enter-
prise has the nonredundant heterogeneity connection, can acquire the differen-
tial information and knowledge, and further select and integrate those informa-
tion, so as to obtain the optimal information (Mcevily & Zaheer, 1999). On the
other hand, companies with high network power can more accurately identify
the qualifications of all kinds potential trading partners, distinguish develop-
ment opportunities or threats more quickly, and set up the business relationship
with other classic companies at low cost to achieve the innovation (Uzzi, 1997).
To sum up, executives with overseas experience enables the enterprise to have
higher network power, thus it is easy to establish cooperative relationship with
other outstanding enterprises, thus enhance the ability of technological Innova-
tion, so the following hypothesis is proposed:

Hypothesis 3b: Power mediates the relationship between TMT overseas
social capital and innovation.

As a major player of public resources, the government controls many strategic
and innovative resources. The innovative development of enterprises cannot be
separated from the support of the government. In particular, under the condi-
tions of China’s transitional economy, the system is not very sound and effective,
systems are lacking, institutional preferences and institutional conflicts continue
to exist. The market mechanism cannot effectively play the role of resource allo-
cation. The government needs to replace the market to allocate resources.
Therefore, the government’s all-embracing intervention in allocating resources
has great influence on the innovation and development of enterprises, such as
the strict control of key resources (such as land and finance) and administrative
approval; and the implementation of a wide range of regulations on enterprises,
such as Industrial policy, industry access, fiscal policy, etc. In order to obtain
various scarce resources controlled by the government, the importance of form-
ing good political and business relations between enterprises and governments is
self-evident. The special stage of economic transformation makes the important
role of government capital in the development of the company highlighted. It
not only brings policy guidance to the company, but also enhances the compa-
ny’s external legitimacy, and facilitates its external financing, government subsi-
dies, and benefits (Kapur & Mchale, 2005).

From the above analysis, it can be seen that the senior executives’ overseas so-
cial capital relies heavily on the guidance of the government in the process of
promoting enterprise innovation. First of all, executives with government back-
ground can bring accurate interpretation of policy information for enterprises,

and also help them quickly obtain the latest policy information (Peng & Luo,
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2000). This can just solve the “acclimatization” dilemma of returned executives.
With the escort of government capital, overseas social capital can be more
smoothly transformed into enterprise innovation ability. Secondly, technological
innovation has strong positive externality. Enterprises spend a lot of cost to re-
search and develop new products and technologies, but produce less private
benefits and more social benefits, and the cost cannot be fully compensated. At
this time, we need the support of the government. Through institutional ar-
rangements, we can make the social benefits generated by technological innova-
tion of enterprises turn into private benefits as much as possible. For example,
we can improve the patent protection law to protect the patented technology of
enterprises, so that enterprises can safely invest as much resources as possible in
innovation, so as to produce more innovative results. Thirdly, corporate execu-
tives’ government social capital enables enterprises to connect to more external
advantageous resources through the government (Zeng, Lv, & Liu, 2016). It is
worth pointing out that due to the dominant position of the government in the
allocation of social resources, the resources connected by the government are
high-quality and reliable, which makes the enterprises further enhance the abili-
ty to obtain advantageous resources at low cost on the basis of their overseas so-
cial capital, and thus play a role of resource support in the formation of enter-
prise innovation ability. Finally, the injection of government social capital by se-
nior executives brings more mobile information about technological innovation
to enterprises (He & He, 2016), which can better guide overseas social capital to
improve enterprise innovation ability. On the basis of the analysis above, the re-
search made the following hypothesis:

Hypothesis 4: TMT government social capital negatively moderates the
relationship between TMT overseas social capital and innovation.

To sum up, the conceptual model of this paper is showing in Figure 1.

PRESTIGE/
POWER

OVERSEAS INNOVATION
SOCIAL CAPITAL

GOVERNMENT
SOCIAL CAPITAL

Figure 1. Theory framework.

3. Research Design

3.1. Data and Sample

Interlocking directorates refers to a director who serves on the board of two or

more companies at the same time, they can bring connections between different
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Table 1. Main variables.

firms and represents the social capital of the enterprise (Mizruchi & Stearns,
1988). Companies can acquire diverse resources from the relational network
formed by interlocking directorates, especially knowledge resources that is key
to innovation (Wincent, Anokhin, & ortqvist, 2010). Based on this, this paper
uses the interlocking directorates to build a network of listed companies, explore
the impact of executives’ social capital on corporate innovation through this
network.

Considering the availability of data, this paper pays close attention to Chinese
A-share listed companies. The data used in this article are all from the CSMAR
database and company annual reports. In addition, the following samples were
deleted for the reliability of the research results through consulting the annual
reports and the other related information of the listed companies: ST, SST and
*ST listed companies, and other samples with the serious data loss. In order to
ensure the completeness of the relational network, all the listed companies after
the elimination are included in the study. Finally, the whole network of the listed
company’s chain directors is constructed based on the 5608 unbalanced panel
data of 1533 companies which covered the period from 2009 to 2013 in China.

The specific information for the variables is shown in Table 1.

Variables Symbols
INNO_T
Dependent
variable INNO_TR
Indep'endent OVERSEA M
variable
PRESTIGE

Mediate variable
POWER

Full name of The definition of variables

variables
Innovation Natural logarithm of total number of patents at the end of year t + 2

. Natural logarithm of total number of patents pro ratio at the end of year t + 2
Innovation

(Robust test)

Mean overseas social Mean number of people in executive team who have oversea working experiences

capital at year t

Prestige in network The degree centrality of the listed firm’s whole network at the end of year t + 1

Power in network  The effect size in the listed firm’s whole network at the end of year t + 1

GOVENMENT_M_N
Moderate

variable
GOVENMENT_M_P

Mean government Mean number of people in executive team who have national government

social capital working experiences at year t

Mean government Mean number of people in executive team who have provincial government

social capital working experiences at year t (Robust test)

SCALE

AGE

SOE

trol variabl
Control variable DUAL

BOARD
IND

YEAR

Scale of the enterprise Natural logarithm of the number of the employees at the end of year t

Age of the enterprise Length of time from the founding year to the year t

Nature of actual  Dumb variable, the variable values 1 when the actual controller is state-owned

controller enterprises, otherwise the variable values 0
Dumb variable, the variable values 1 when a person is both the chairman of the
Dual .
board and the general manager at the end of year t, otherwise values 0
Board Scale Board scale of the enterprise at the end of year t
Industry Dumb variable, set up to refer to 2001 SFC industry classification.
Year The year that the data was collected
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3.2. Variables

Innovation. In consideration of the availability of the data and agreement of sta-
tistical caliber, this research measure the innovation ability of companies by
means of the number of patents based on the achieved results of previous re-
search. Innovation ability index computed as follows: the number of patents of
invention, the number of patent for utility models, and the number of appear-
ance design calculate the weighted average according to 0.5, 0.3, and 0.2 respec-
tively, then make a log transformation and get the target value. The study also
uses natural logarithm of total number of patents pro ratio to conduct a robust-
ness test.

Prestige. On the foundation of absorbing the study accomplishment before,
the study adopts degree prestige as the measurement of a company’s prestige.
The degree prestige focuses on the number of companies that are directly linked
to a specific company in the social network (Ma & Li, 2011). This study used the
UCINET®6.0 software to measure the prestige of the company, the formula for

calculation is as follows:

PRESTER = a(p,, p,)-
i=1

Power. Unlike prestige which emphasizes the direct connection between en-
terprises, the power is focused on the linking role of the enterprise in the social
network. When it is located at “structural hole” in comparatively loose social
networks, the certain company can obtain more social capitals, and gain the
control power that derived from the dependence of other companies on its func-
tions as a bridge (Burt, 2010). This research used the UCINET®6.0 software to
measure the number of “structural hole” of the certain company, using the
quantitative index to denote the power of an enterprise. The calculation is shown

below:

POWER = Z(l—z piqquJ, q=i,j.
i q

Social capital. In this paper, the number of senior executives with government
background is used as the measurement of government social capital. The study
also use mean number of people in executive team who have provincial govern-
ment working experiences at year t to conduct a robustness test.

Control variables. Based on previous research, controls variables include
R&D, company size, corporate age, ownership, board scale in this article. In ad-
dition, in order to ensure the validity and consistency of model estimation, the
research winsorizes the continuous variables measure at the upper and lower 1%
tails of the distribution before the regression analysis. In order to verify the
causal relationship between the various variables and assure the stability of re-
sults, this study assumes the independent variable, the moderate variable and the
control variables at a certain year t, affect the mediate variables at the year t + 1,

both independent variable and mediate variables trigger innovation of the year t
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+ 2. The specific information for the variables is shown in Table 1.

4. Results

Table 2 presents the descriptive statistics for variables. Table 3 & Table 4 report
the results of hierarchical multiple regressions. We add the controlled variables
(R&D investment for avoiding the impact of funds on Innovation, ownership for
eliminating enterprise-level influence, enterprise size, age, board scale, the in-
dustry and data years) into the regression analysis. All variables in the regression
model are shown in Table 3. Results from test for multi-collinearity show that
the VIFs (variance inflation factors) of all variables are lower than 6 which is
lower than the alert limit (VIF = 10).

Table 2. The result of correlation analysis.

INNO_T OVERSEA_T GOVENMENT_T_G PRESTIGE POWER

INNO_T 1
OVERSEA_T 0.159*** 1
GOVENMENT_T_P  0.174%* 0.192%** 1
PRESTIGE 0.096*** 0.157*** 0.121%+* 1
POWER 0.122%*+* 0.180*** 0.137**+* 0.952%** 1
MEAN 257.488 4.468 1.050 3.125 2.633
SD 1.000 4.000 0.000 1.000 1.000

The second column M1 in Table 3 report the results for regressions relating
overseas social capital and innovation (Hypotheses 1). Before we turn to a dis-
cussion of the coefficients of independent and dependent variables related to the
presented hypotheses, we controlled variables of R&D investment, enterprise
size, and age, board scale, ownership, industry and year. We found the impact of
overseas social capital on innovation is positive (8= 2.771, P< 0.05). Hypothesis
1 is supported by data validation. Table 4 shows the robust test by changing the
dependent variables by using natural logarithm of total number of patents pro
ratio. The conclusion is the same as the former. The third column M2 and the
seventh column M6 in Table 3 report the results for regressions relating over-
seas social capital and prestige (Hypotheses 2a), and power (Hypotheses 2b).
Results show that overseas social capital is positively associated with prestige (8
= 0.029, P < 0.05) and power (£ = 0.022, P < 0.05) which support Hypothesis2a
and Hypotheses 2b.

The forth column M3 and the eighth column M7 in Table 3 demonstrate the
mediating role of prestige and power between overseas social capital and inno-
vation. The commonly-used method of testing meditation is from Baron and
Kenny (1986)’s study. The variable plays the mediating role when a combination
of the following conditions is true: 1) Changes in independent variables can sig-

nificantly explain changes in dependent variables; 2) The change of independent
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Table 3. Mean overseas social capital, network position and innovation output.

OVERSEA_T

PRESTIGE

POWER

GOVENMENT_T_P

OVERSEA_T*
GOVENMENT_T_P

SOE

SCALE

AGE

DUAL

BOARD

YEAR

INDU

CONS

R2

M1
INNO_T

2.771%*

-2.13

—87.956***
-3.96
87.428***
—-16.46
—1.425**
-2.03
40.362***
—5.64
2.253
-0.73
Y
Y
—698.862***
-13.77
5608

0.201

15.643

M2
PRESTIGE

0.029**

-2.32

—0.640**
-2.36
0.293***
-7.1
-0.005
-0.56
-0.029
-0.31
0.262***
-8.09
Y
Y
0.018
-0.04
5608
0.06

11.546

M3
INNO_T

2.656**
-2.04
3.975%**

=-3.1

—85.414%**
-3.84
86.265%**
-16.36
—1.406**
-2.01
40.478***
—-5.65
1.212
-0.4
Y
Y
—698.936***
-13.83
5608
0.203

15.235

M4
INNO_T

1.855

-1.46

22.926***

—6.46

4.538**+*

-3.4
—83.028***
-3.86
81.771***
-15.7
-0.69
-1.00
35.439**
-4.97
-0.717
-0.24
Y
Y
—657.901***
-13.72
5608

0.221

15.226

M5
INNO_T

1.774
-1.39
3.271%

-2.57

22.282¥**

—6.22

4.515%+*

-3.37
—80.955***
-3.76
80.920***
-15.66
-0.685
-0.99
35.610***
-4.99
-1.519
-0.53
Y
Y
—658.490***
-13.76
5608
0.222

14.872

Mé
POWER

0.022**

-2.16

-0.255
-1.11
0.274***
-7.91
-0.003
-0.35
0.014
-0.18
0.270***
-10.01
Y
Y
—1.528***
-3.67
5608
0.078

14.099

M7
INNO_T

2.621**

-2.01

6.687***

—4.34

—86.253***
-3.89
85.597***
-16.35
—1.408**
-2.02
40.269***
—5.64
0.444
-0.15
Y
Y
—688.642***
-13.85
5608
0.205

15.248

variables can explain the change of mediating variables; 3) the impact of inde-

pendent variables on dependent variables should be insignificant or weaker

when the mediator is controlled, and at the same time the mediator affects the

dependent variables. Results show that prestige (8 = 3.975, P < 0.01) and power

(B = 6.687, P < 0.01) are positively associated with innovation. Besides, when

prestige and power are added to the regression model, the relationship between

overseas social capital and innovation is weakened (f = 2.656, P < 0.05, when it

comes to prestige; S = 2.621, P < 0.05, when it comes to power), but still signifi-
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cant. which suggests partial mediation. Through the analysis, prestige and power
partially mediates the effects of overseas social capital on innovation, Hypothesis
3a and Hypotheses 3b are supported. Table 4 shows the robust test by changing
the dependent variables by using natural logarithm of total number of patents
pro ratio. The conclusion is the same as the former.

To assess the first-stage moderated mediation, the following conditions were
tested 1) overseas social capital has significant impacts on innovation; 2) prestige

and power have effects on innovation; 3) overseas social capital and government

Table 4. Mean overseas social capital, network position and innovation output (robust test).

Mr’ M2’ M3’ M4 M5’ M6’ M7
INNO_TR PRESTIGE INNO_TR INNO_TR INNO_TR POWER INNO_TR
OVERSEA_T 0.981** 0.029** 0.945** 0.601 0.569 0.022** 0.934**
—2.43 -2.32 -2.33 -1.58 -1.5 -2.16 -2.31
PRESTIGE 1.266*** 1.154%%*
-3.21 -2.95
POWER 2.123%*+*
—4.48
GOVENMENT_S_N 15.045*** 14.638***
—-6.08 -5.87
GOVENMENT.S. N
-2.86 -2.89
SOE —25.498*** —0.640** —24.688*** —21.881*** —21.138*** -0.255 —24.957***
-3.60 -2.36 —3.48 -3.19 -3.08 -1.11 -3.53
SCALE 27.430%** 0.293*** 27.059%** 25.565*** 25.254%*#* 0.274*** 26.848***
-16.6 =7.1 -16.48 -15.99 -15.9 -7.91 -16.47
AGE —0.483** -0.005 —0.477** -0.283 -0.279 -0.003 —0.478**
-2.22 -0.56 -2.19 -1.31 -1.29 -0.35 -2.20
DUAL 11.743%%* -0.029 11.780%** 9.969*** 10.002*¢** 0.014 11.714%**
—5.34 -0.31 -5.36 —4.53 —4.54 -0.18 -5.35
BOARD 0.641 0.262*** 0.31 0.019 -0.275 0.270*** 0.067
-0.67 -8.09 -0.33 -0.02 -0.31 -10.01 -0.07
YEAR Y Y Y Y Y Y Y
INDU Y Y Y Y Y Y Y
CONS —220.545%** 0.018 —220.568*** —207.466*** —207.538*** —1.528*** —217.299***
—-14.01 -0.04 —14.06 -14.24 -14.29 -3.67 —-14.08
N 5608 5608 5608 5608 5608 5608 5608
R2 0.205 0.06 0.207 0.224 0.226 0.078 0.209
F 15.78 11.546 15.349 15.144 14.771 14.099 15.377
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social capital have the significant interactive effect on both prestige and power,
this is, the relationship between overseas social capital and prestige, and power
will change with the different level of government social capital. The last condi-
tion is the key to verify the first-stage moderated mediation, when the moderat-
ing variable is higher or lower, the mediating effect will increase or weaken.

The sixth column M5 in Table 3 state that government social capital mod-
erates the relationship between overseas social capital and innovation (£ =4.538,
P < 0.01), such that overseas social capital is more positively associated with in-
novation when government social capital is high rather than low. Thus, there
was support for Hypothesis 4. Table 4 shows the robust test by changing the
moderating variables by using mean number of people in executive team who
have provincial government working experiences at year t. The conclusion is the

same as the former.

5. Discussion

For enterprises, innovation is an important source of core competitive advan-
tage. How to obtain external information and resources in time, so as to enhance
the innovation ability of enterprises, is a major problem faced by enterprises.
Based on the whole network data of 1533 listed companies from 2009 to 2013,
this paper empirically tests the relationship between executives’ overseas social
capital, executives’ government social capital, network location (reputation and
power) and enterprise innovation, which provides a new perspective for the re-
search of enterprise innovation ability, The conclusions are as follows: 1) the
overseas social capital of executives can enhance the innovation ability of enter-
prises; 2) Senior executives’ overseas social capital and senior executives’ gov-
ernment social capital play a synergistic role, and they are the key factors to
promote the innovation ability of enterprises; 3) Senior executives’ overseas so-
cial capital, by optimizing the network position (reputation and power) of en-
terprises to enhance the innovation ability of enterprises, is one of the key ways

to explain how to improve the innovation ability of enterprises.

5.1. Theoretical and Practical Implications

Based on the social network theory and resource dependence theory, this study
clarifies the mechanism of executive social capital on enterprise innovation ca-
pability, and makes the following three theoretical contributions: firstly, this
study puts forward the direct and indirect paths for overseas social capital to
enhance enterprise innovation capability, Previous studies only explored the
impact of directors’ overseas background on innovation performance from the
surface, but did not know its internal mechanism. This study just makes up for
this defect. Under the background of global competition, many enterprises have
been competing for high-level talents with overseas background. This is mainly
because the survival and development of enterprises need the help of high-tech

and top-notch talents from overseas. Specifically, the world-class professional
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knowledge and open and inclusive management concept can directly enhance
the innovation ability of enterprises. In addition, a wide range of international
interpersonal network provides a congenital condition for enterprises to obtain
advantageous network position, which indirectly promotes the improvement of
innovation ability. On the one hand, hiring overseas talents to convey the signal
of open innovation and forge ahead to the outside world, so as to enhance the
popularity of enterprises, attract more external resources, and promote the im-
provement of enterprise innovation ability, On the other hand, overseas connec-
tivity improves the power of enterprises in overseas networks and improves the
control ability of enterprises over overseas information and resources, which
makes it easier for enterprises to obtain the scarce resources needed for enter-
prise innovation. Secondly, from different network perspectives, this study veri-
fies and develops that the enterprises occupying the dominant position will have
higher enterprise innovation ability. The reason is that the network position with
high centrality and rich structural holes has more advantages in acquiring hete-
rogeneous knowledge, information and resources, which is the unity of advan-
tageous network position and advantageous information resources, Only in this
way can we hold the view that occupying a favorable network position is helpful
to improve the innovation ability of enterprises. Finally, the synergy of multiple
social networks. Previous studies have shown that executive social capital in a
single social network has a positive role in promoting enterprise innovation, but
few studies focus on the impact of the synergy of executive social capital in mul-
tiple networks on enterprise innovation ability.

Based on the research conclusions, this paper puts forward the following three
practical suggestions: 1) attach importance to the enterprise and external con-
nection. In the uncertain external environment, maintaining the innovation
ability of enterprises puts forward higher requirements for the external openness
of enterprises. Enterprise innovation highly depends on external information,
knowledge and resources. Therefore, enterprises should pay attention to hiring
talents with external background. Especially with the increasingly fierce global
competition, enterprises can consider increasing the proportion of returned tal-
ents to ensure that enterprises have international innovation ability and compe-
titiveness; 2) Focus on optimizing their position in multiple networks. Advanta-
geous network position often represents advantageous resources, information
and knowledge, which play a decisive role in the promotion of enterprise inno-
vation ability. Therefore, enterprises should pay attention to their “reputation”
and “power” in multiple social networks, and improve their ability to control
resources and information in multiple networks; 3) Attach importance to the re-
lationship with the government. In the multiple social networks, the connection
network between enterprises and government is the most special, especially in
the period of China’s transition economy, the government’s intervention in re-
source allocation has a great impact on enterprises. Therefore, enterprises

should fully understand the government’s policies and obtain responsive re-
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sources under the guidance of the government in order to truly enhance the in-

novation ability of enterprises.

5.2. Limitations and Future Research Directions

Although this paper tries to improve the research design as far as possible, there
are still the following deficiencies: on the one hand, the study of social network
in this study stops at the discussion of senior management’s government social
network and senior management’s overseas social network. It is worth noting
that the multiple networks of enterprises also include strategic alliance network,
innovation network, etc., which can be further expanded in the future. On the
other hand, considering the availability and importance of data, this study only
measures the social capital of executives, but ignores other individuals except
executives. The follow-up study can further expand the scope of data collection
to compare and supplement the impact of different individual social capital on

enterprise innovation ability.
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