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I Background/ Objectives and Goals

The relationship between The Kingdom of Saudi Arabia and Japan date back to 1955. Since
that time, the two countries have developed strong relationship based on respect and cooperation.
Economically Saudi Arabia and Japan have strong and old partnership. The Kingdom of Saudi
Arabia supply Japan with oil and chemical products, and on the other hand Saudi Arabia import
cars, excavator machines and electricity products. In April 2016, the kingdom has announced the
implementation of “Vision 2030” which considered one of the biggest and most ambitious
projects in the world. The vision is a roadmap for The Kingdom to achieve economic and social
stability, and to be a much more effective player in the development of the global economy. From
“Vision 2030” the “Saudi Japan Vison 2030” was born, which was announced in September 2019
when Crown Prince “Mohamed Bin Salman” visited Japan. One of the main goals of the “Saudi
Japan Vision 2030” is to develop and assist Small and Medium Enterprises (SMEs) and the
tourism sector.

This research is comparative research between tourism SMEs in Saudi Arabia and Japan,
and it aims to support the vision by doing research in the tourism industry. This paper aims to
address the changes that are happening to organizations around the world due to the Fourth
Industrial Revolution. These changes have made the competition between organizations more
difficult, and as we know that new changes always bring new challenges. When there is a new
challenge or task, a new solution is required in order to overcome that challenge. That is why in
this paper we are investigating the role that innovation plays in the Saudi and Japanese tourism
Small and Medium Enterprises. Ignoring innovation means that organizations will decrease their
chances of overcoming the new challenges and opportunities that is caused by Forth Industrial
Revolution. In this research I will examine the effect of Leader and Member Exchange Theory
(LMX), on Disruptive Innovation in the Saudi and Japanese tourism Small and Medium
Enterprises. As we will see later that disruptive Innovation is consider one of the best types of
innovation for Small and Medium Enterprises. In addition to that, in this research I will shed the

light on the effect of the fourth Industrial Revolution technologies on both Leader and Member



Exchange Theory (LMX) and Disruptive Innovation in the Saudi and Japanese tourism Small and
Medium Enterprises.

Finally, Small and Medium Enterprises play a pivotal role in the advancement of economy
of advanced countries and is consider an effective tool when dealing with the problem of
unemployment. In addition to that, tourism is a great economic resource, and it helps countries to
introduce their culture, customs and traditions to other countries which can help in the
international understanding and acceptance of other cultures. In this paper we took this into
consideration, and we aim to encourage the sector of tourism in the Saudi and Japanese tourism
Small and Medium Enterprises through research, and by analyzing the role leadership plays in

organizations.

I Field of Research

This research is aims to investigate the relationship between leadership and disruptive
innovation in Saudi and Japanese tourism SMEs. The research scope is going to be Makkah and
Kansai Regions. The reason behind the selection of these two regions is the similarities they have.
For example, both regions have many tourist attractions, and since this research is investigating
the tourism SMEs, it makes perfect sense to select these two regions. For instance, in Makkah
Region there are Jeddah City, Madinah City and Makkah City, which are very popular tourist
destinations in Saudi Arabia. On the other hand, in Kansai Region we have Kyoto City, Osaka
City and Nara City, which also considered a very popular places for tourists in Japan. In addition
to that, Makkah Region and Kansai Region are both close to other popular tourist attractions. For
example, Makkah Region is close to Neom City and Qeddaiyah project that are considered one
of the biggest tourism projects in the world. On the other hand, Kansai Region is also close to
Wakayama Prefecture, Hyogo Prefecture that are also consider a popular tourist attraction in
Western Japan. All these similarities make the two regions a perfect choice for this research scope.

This research is based on the theoretical research centered on “Leaders-Member Exchange
Theory” and “Disruptive Innovation” and how can the Saudi and Japanese Tourism Small and
Medium Enterprises realize disruptive innovation in their organizations and archive a long-term
competitive advantage. This paper is attempting to analyze the possibility for small and medium
enterprises to use LMX theory to enhance disruptive innovation abilities. Therefore, the

theoretical scope and the practical scope of this research are as follows.

1. Leader-Member Exchange Theory
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Leader-member exchange (LMX) theory is considered one of the most famous and useful
approaches to study the relationship between leadership process and leadership outcomes. It was
first developed by Graeri and colleagues in 1975 under the name Vertical Dyad Theory
(Dansereau et al., 1975: 47). LMX is different from other theories because the aim of other
traditional leadership theories is to understand and explain the personal characteristics of leaders,
or the situation in which leaders perform their leadership. However, what distinguishes LMX
from other leadership theories is that LMX theory focuses on the dyadic relationship between
leaders and members. In other words, what makes LMX unique is its ability to analyze human
relationship and the interaction that happens between leaders and members and the affect it has
on organizations. LMX is said to have a great and positive influence on organizational
performance. For instance, increasing in performance ratings, better overall satisfaction for
employees, good relationship with supervisors, and leads to more organizational commitment
(Gerstner, C. R., and Day, D. V. 1997: 829).

LMX can have a great positive effect on both leaders and members and the overall
organizational performance. These positive characteristics can lead to the success of
organizational endeavors, and that is one of the reasons that LMX theory was selected in as a
main component in this research. As we will see in the coming chapters, in this paper the
relationship between LMX theory and innovation performance in small and medium enterprises
will be analyzed. In addition to that the effect of the Fourth Industrial Revolution technology on

LMX and innovation levels will be also investigated.

2. Disruptive Innovation Theory

The second theory that will be discussed in this research paper is Disruptive Innovation
Theory. The theory was introduced and popularized by the Harvard University’s Business School
professor Clayton Christensen in 1997. According to some research Disruptive Innovation is an
effective tool that has the power to broaden existing market and create completely new markets
with new line of customers. These changes that Disruptive Innovation makes can disrupt the
market and lead dominant and strong companies to lose their market share and their popularity
among customers (Dan, Y., and Chieh, H. C. 2008: 435).

Disruptive Innovation happens when the main players of the market continue to dominate the
market by focusing on the main customers and continue to develop the products and services that
the main customers prefer. They ignore making new products or focusing on other customers
because the majority of customers are satisfied with their products or services. On the other hand,
we find the new entrants of the market are developing a new set of products and services for the

neglected customers by dominant companies. The new entrants continue to develop their new
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products and services until they reach a point where the main customers start to adopt their
products and services. At this point when they the dominant players of the market realize that the
value of their products have decreased due to the effect of the new products introduced by the
new entrants, they try to catch up but usually fail to do so. The new entrants with their disruptive
innovative products and services continue to climb up the ladder until they cause the dominant

companies to exit the market or at least survive with little resources and base of customers.

3. Small and Medium Enterprises (SMEs)

Small and medium-sized enterprises (SMEs) play an important role in the advancement of
the economic and social wellbeing of countries. They are considered a great tool that can be used
to solve the issue of unemployment in societies. In addition to that, SMEs are considered an
innovation machine, where many great inventions can be tested and sent to the market to be
consumed by regular customers and companies. SMEs provide big companies and factories with
necessary materials that are vital in the making of some products. Although SMEs can be a great
element for the wellbeing of economies and societies, there are certain factors that can threaten
the survival of SMEs. For example, the response of SMEs towards the market and towards
products or services that meet the needs of the local and international customers (Ale Ebrahim, et
al., 2009: 916). One of the great solutions for SMEs to use to survive in tough markets is
innovation (Bigliardi, B., et al., 2011: 84).

Due to the changes that are caused by the technology of the Fourth Industrial Revolution and
the new machines that entered the market almost every day, companies of all sizes face the threat
of losing their market share and exit the market. In addition to the technology of the Fourth
Industrial Revolution, new regulations and policies by governments and global organizations can
also create all of unwanted changes that organizations will have to with. And as we all know that
new challenges require new solutions, and here comes the value of innovation. In this research
we claim that SMEs can use innovation to overcome the challenges that are caused by the
continuous changes in today’s global market. In this paper we will focus on the Saudi and
Japanese tourism Small and Medium Enterprises. As we mentioned before that the research scope
is going to be Makkah Region in Saudi Arabia and Kansai Region in Japan. We will study the
factors that lead to the enhancement of innovation performance in Saudi and Japanese SMEs.
Specifically, this paper will measure the effect of LMX theory on disruptive Innovation levels in

tourism Saudi and Japanese SMEs.

II1 Methods
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In this research, I would like to establish a theoretical framework by conducting a Systematic
Literature Review (SLR) on Leader-Member Exchange Theory (LMX) and Disruptive Innovation
theory. After that I would like to analyze the dynamics of LMX and Disruptive Innovation in
tourism SMEs in Saudi Arabia and Japan. First, I would like to utilize the following search
engines to conduct my SLR which is the theoretical part of this paper. The search engines are
Osaka Sangyo University database, Google scholar, Scopus and web of science. A through and
detailed search will be conducted to cover the previous research on the topics of leadership and
innovation in general, and LMX and Disruptive Innovation in particular. Specifically, I would
like to review the research regarding LMX theory and SMEs and the impact it has on innovation
levels.

A qualitative method will be applied where participants will be interviewed, and their
response will be recorded and analyzed. Since this research is a comparative research, the
interviews will take place in Saudi Arabia and Japan where the data will be collected from tourism
SMESs from both countries. In this paper only high value materials will be used and only authentic
papers from companies will be included to ensure that there is validity and transparency in the

data used in this research.

IV Research Results and Conclusions

Based on the Systematic Literature Review (SLR) that has been conducted on the theoretical
section of this paper, the importance of leadership in enhancing innovation capabilities has been
discussed. Especially, the role of Leader-Member Exchange Theory (LMX) in improving the
performance of Disruptive Innovation Capabilities in Small and Medium Enterprises (SMEs).
Trust, safety, and transparency are important elements in any innovation activity. Therefore, |
propose that high-quality LMX relationship between leaders and members can help SMEs to
improve their Disruptive Innovation performance. According to the SLR that we performed, high
quality LMX relationship between leaders and members can lead to a safer and more productive
environment. In addition, a good relationship between leaders and members can encourage
members to share their thoughts, feelings and ideas which can enhance creativity abilities and
innovation performance. Moreover, a high quality LMX can increase the loyalty to the
organization, and that can lead to a good innovation result and a good overall organizational
performance.

After that I discussed the changes that the global market has experienced because of the
Fourth Industrial Revolution (4IR). In the era of the 4IR a lot of new technologies enter the market
continuously. These new technologies such as Internet of Things, Big Data, and virtual Reality

have changed the global market and posed new challenges for organizations of all sizes. When



organizations are faced with new challenges they need to use new solutions to overcome the
challenges they are facing. This require the organizations of all sizes including SMEs to improve
and work on their innovation capabilities, because without sufficient creativity and innovation
resources, their ability to face the problem that come on their way will not be strong enough. In
this paper we mentioned the importance of Disruptive Innovation for SMEs, and the need for
them to use LMX leadership style as a tool to enhance their innovation abilities. We also think
that leadership and innovation are inseparable, and the role of leaders in helping members to be
creative and innovative is huge and without the leadership support innovation results can be
difficult to achieve.

Based on the discussion above I conclude that 41R has substantial effect on the global market
and has made a lot of changes. These new changes have brought with them new challenges which
require all organizations to prepare themselves to be ready to deal with the new problems caused
by the 4IR technologies. These new problems and chances need from leaders to be ready to adopt
new of thinking and operating to increase their chances of overcoming these challenges and
archive the desired outcome. Finally, based on the SLR that has been done in this research paper
we concluded that SMEs will benefit from LMX as an effective tool to increase their Disruptive
Innovation performance. Innovation require a safe and transparent environment, and the use of
LMX leadership style will provide the safety and security that members need in order to be

creative and innovative.

V Contributions

As mentioned above, this study aims to analyze the effect of LMX theory on Disruptive
Innovation performance in Saudi and Japanese tourism SMEs. It also aims to shed light on the
effect of the 4IR technology on the leadership and innovation of SMEs. This paper will contribute
to the existing literature theoretical and practically. The following points will demonstrate the

contribution of this paper:

1. Theoretical Contribution

This study will contribute to the improvement of Disruptive Innovation theory by providing
a clear framework for it when applied in SMEs in the age of the Fourth Industrial Revolution. It
will extend the theory by analyzing the relationship between LMX Theory and Disruptive
Innovation in SMEs environments and come up with a coherent model that explains the
relationship in a clear way. By focusing on LMX theory which is a leadership style that focuses

on human relationships in organizations and use it as a tool to enhance disruptive innovation

vi



performance in SMEs. This paper provides a new angle for studying the relationship between
leadership and innovation. Finally, this study emphasizes the importance of the technology and
services of the Fourth Industrial Revolution era, and how it relates to other important factors like

innovation and leadership.

2. Practical Contribution

One of the objectives of this study is also to improve SMEs innovation practices, which can
help leaders to increase their innovation capacities. This study provide a practical contribution by
suggesting a clear strategies that stem from LMX theory that aim to enhance organizational and
innovation performance in SMEs. A clear framework that combine the two theories of LMX and
Disruptive Innovation that will contribute to the enhancement of human relations and the overall
performance of SMEs. In addition to that, this study aims to provide a clear explanation of the
role that (4IR) technology and services play in tourism SMEs, which can assist leaders in travel
agencies to make full use of them and use it to their advantage. Finally, this study has a direct

relationship to the Saudi Japan Vision 2030, which aims to improve tourism industry.

Keywords: Leader-Member Exchange Theory (LMX), Disruptive Innovation, Fourth
Industrial Revolution (4IR), Small and Medium Enterprises (SMEs), Tourism Industry
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Introduction

1 Background/ Objectives and Goals

The relationship between The Kingdom of Saudi Arabia and Japan date back to 1955. Since
that time, the two countries have developed strong relationship based on respect and cooperation.
Economically Saudi Arabia and Japan have strong and old partnership. The Kingdom of Saudi
Arabia supply Japan with oil and chemical products. On the other hand, Saudi Arabia import cars,
excavator machines and electricity products. In April 2016, the kingdom has announced the
implementation of “Vision 2030”! which considered one of the biggest and most ambitious
projects in the world. The vision is a roadmap for The Kingdom to achieve economic and social
stability, and to be a much more effective player in the development of the global economy. From
“Vision 2030” the “Saudi Japan Vison 2030” was born, which was announced in September 2019
when Crown Prince “Mohamed Bin Salman” visited Japan. One of the main goals of the “Saudi
Japan Vision 2030 is to develop and assist Small and Medium Enterprises (SMEs) and the
tourism sector. This research is comparative research between tourism SMEs in Saudi Arabia and
Japan, and it aims to support the vision by doing research in the tourism industry.

Beside Saudi Japan Vision 2030, there are other motivations for making this research. Other
reasons include the importance of tourism industry for both countries and the role it plays in
employment and economy growth. Also, A Prior and Inductive Sampling is another reason that
was behind the motivation of making this research. In addition, since Kansai and Makkah Region
share tourism and geographical similarities, I would like to do the investigation of theoretical
similarities between the two regions. I will explain in detail in the Method Section the reasons for
selecting the samples and the motivation for making this study.

One of the main objectives of this paper is to address the changes that are happening to
organizations around the world due to the Fourth Industrial Revolution. These changes have made
the competition between organizations more sever and brought along with them new challenges
for companies. When companies face a new challenge, they need to develop new solutions.
Innovation helps organizations to come up with unique solutions for new challenges. That is why
in this paper, the role that innovation plays in the Saudi and Japanese tourism Small and Medium

Enterprises will be investigated. Ignoring innovation means that organizations will decrease their

! In 2016 the Kingdom of Saudi Arabia launched an ambitious plan under the name (Vision2030). The primary goal
of the vision is to decrease its dependency on oil and to diversify the economy (Kosarova, D.,2020: 124). In addition
to that, the vision aims to make a lot of social and educational reforms to increase the quality in Saudi Arabia. One of
the main goals of the vision is develop tourism sector. Another major objective is to help SMEs by increasing
financial assistance and by providing professional consulting services.
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chances of overcoming the new challenges and opportunities that is caused by Forth Industrial
Revolution.

The effect of Leader and Member Exchange Theory (LMX) on Disruptive Innovation in the
Saudi and Japanese tourism SMEs will be analyzed. Disruptive Innovation is considered one of
the best types of innovation for Small and Medium Enterprises?®. In addition to that, the effect of
the fourth Industrial Revolution technologies on both Leader and Member Exchange Theory
(LMX) and Disruptive Innovation in the Saudi and Japanese tourism Small and Medium
Enterprises will be investigated. Finally, SMEs play a pivotal role in the advancement of economy
and is consider an effective tool when dealing with the problem of unemployment. Furthermore,
developing the tourism sector can help to diversify the economy. Also, it helps countries to
introduce their culture, customs, and traditions to other countries and to increase global

understanding,.

2 Field of Research

This research aims to investigate the relationship between LMX and disruptive innovation in
Saudi and Japanese tourism SMEs. The research scope is going to be Makkah region in Saudi
Arabia and Kansai region in Japan. The reason behind the selection of these two regions is the
similarities they have. For example, both regions have many tourist attractions, and since this
research is investigating the tourism SMEs, it makes perfect sense to select these two regions. For
instance, in Makkah Region® there are Jeddah City, Madinah City and Makkah City, which are
very popular tourist destinations in Saudi Arabia. On the other hand, in Kansai Region we have
Kyoto City, Osaka city and Nara City, which also are considered a very popular places for tourists
in Japan. In addition to that, Makkah Region and Kansai Region are both close to other popular
tourist attractions. For example, Makkah Region is close to Neom City and Qeddaiyah project
that are considered one of the biggest tourism projects in the world. On the other hand, Kansai
Region is also close to Wakayama Prefecture, Hyogo Prefecture, which also are considered a
popular tourist attraction in Western Japan. All these similarities make the two regions a perfect

choice for the research scope.

2 Disruptive Innovation is considered by some researchers to be very effective tool for SMEs. The reason is because
unlike big enterprises, SMEs have more flexible organizational structure, flexible strategy development, less strategic
and organizational barriers (Chen, 1., and Zhang, Y. 2017: 141).

3 The Kingdom of Saudi Arabia is one of the biggest countries in the Middle East. The country is divided into five

administrative provinces and thirteen regions. Makkah region is the third largest region in the country, and it is the
birthplace of Islam religion. Furthermore, Makkah region has the Holy Mosques of Makkah and Madinah which are
considered the most important places for Muslims. This makes Makkah region one of the most visited places in Saudi
Arabia and it is the most popular religious tourist places in the Middle East ([brahim, A. et al., 2021:4104).

2



This research is based on the theoretical research centered on LMX and Disruptive Innovation.
Moreover, I will analyze the process that can assist the Saudi and Japanese tourism SMEs to
realize disruptive innovation in their organizations and achieve a long-term competitive
advantage. This paper is attempting to analyze the possibility for small and medium enterprises
to use LMX theory to enhance disruptive innovation abilities. Therefore, the theoretical scope and

the practical scope of this research are as follows.

I Leader-Member Exchange Theory

Leader-member exchange (LMX) theory is considered one of the most famous and useful
approaches to study the relationship between leadership process and leadership outcomes.? It was
first developed by Graeri and colleagues in 1975 under the name Vertical Dyad Theory
(Dansereau et al., 1975: 47). LMX is different from other theories because the aim of other
traditional leadership theories is to understand and explain the personal characteristics of leaders,
or the situation in which leaders perform their leadership. However, what distinguishes LMX
from other leadership theories is that LMX theory focuses on the dyadic relationship between
leaders and members. In other words, what makes LMX unique is its ability to analyze human
relationship and the interaction that happens between leaders and members and the affect it has
on organizations.

LMX is said to have a great and positive influence on organizational performance. For
instance, increasing in performance ratings, better overall satisfaction for employees, good
relationship with supervisors, and leads to more organizational commitment (Gerstner, C. R., and
Day, D. V. 1997: 829). LMX can have a great positive effect on both leaders and members and
the overall performance of organizations. In this paper, [ will discuss the relationship between
LMX theory and innovation performance in small and medium enterprises. In addition to that the
effect of the Fourth Industrial Revolution technology on LMX and Disruptive Innovation will be

investigated.

IT Disruptive Innovation Theory

The second theory that will be discussed in this research paper is Disruptive Innovation

Theory.> The theory was introduced and popularized by the Harvard University’s Business

4 What makes LMX different form other leadership theories is that in LMX leaders differentiate between their
followers. In other words, leaders treat employees who are skillful, loyal, and experienced differently than others.
They get more attention and leaders listen to their opinions and ideas. Such employees form a high-quality
relationship with leaders. Consequently, they develop great leadership skills and contribute more to the organization
(Buengeler, C., et al., 2021: 261).

5 Disruptive Innovation theory started in 1995 when Brower and Christensen noticed that big companies fail to
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School professor Clayton Christensen. According to some research Disruptive Innovation is an
effective tool that has the power to broaden existing market and create completely new markets
with new line of customers. These changes that Disruptive Innovation makes can disrupt the
market and lead dominant and strong companies to lose their market share and their popularity
among customers (Dan, Y., and Chieh, H. C. 2008: 435). Disruptive Innovation happens when
the main player of the market continues to dominate the market by focusing on the main customers
and continue to develop the products and services that the main customers prefer. They ignore
making new products or focusing on other customers because most customers are satisfied with
their products or services.

On the other hand, new entrants of the market are developing a new set of products and
services for the neglected customers by dominant companies. The new entrants continue to
develop their new products and services until they reach a point where the main customers start
to adopt their products and services. At this point when they the dominant players of the market
realize that the value of their products has decreased because of the new products introduced by
the new entrants, they try to catch up but usually fail to do so. The new entrants with their
disruptive innovative products and services continue to climb up the ladder until they cause the
dominant companies to exit the market or at least survive with little resources and base of

customers.

III Small and Medium Enterprises (SMEs)

Small and medium-sized enterprises (SMEs) play an important role in the advancement of the
economic and social well-being of countries. They are considered a great tool that can be used
to solve the issue of unemployment in societies. In addition to that, SMEs are considered an
innovation machine, where many great inventions can be tested and sent to the market to be
consumed by regular customers and companies. SMEs provide big companies and factories with
necessary materials that are vital in the making of some products.

Although SMEs can be a great element for the wellbeing of economies and societies, there

are certain factors that can threaten the survival of SMEs. For example, the survival of SMEs

dominate their industry when new technology or markets emerged. The term Disruptive Innovation is used to
describe the disruption that happened to the market. It starts with new entrants to the market with fewer resources
challenge incumbent companies. New entrants target over-looked customers by providing products that are consider
inferior by many customers. However, new entrants keep developing their products until they become popular among
most customers. Disruption starts in the low-end of the market, and new entrants keep moving towards the high-end
of the market until they defeat incumbent firms (Hopp, C. et al., 2018: 446).

6 There are many characteristics that make SMEs very important element for economic growth. For instance, in

addition to the high heterogeneously and flexibility levels, SMEs also can be an innovation machine. Additionally, the
diverse products and services they provide to the market along with the variety of sizes and levels of technology can
benefit the society (Chatterjee, S., and Kar, A. K. 2020: 1).
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depends on their response towards the market and towards the products and services that meet the
needs of the local and international customers (Ale Ebrahim, et al., 2009: 916). In other words,
SMEs need to be responsive and act quickly and decisively towards the new challenges in the
market. One of the great solutions that can be used by SMEs to be responsive and to survive in
tough markets is innovation (Bigliardi, B., et al., 2011: 84). Due to the changes that are caused by
the technology of the Fourth Industrial Revolution, companies of all sizes face the threat of losing
their market share and exit the market. In addition to the technology of the Fourth Industrial
Revolution, new regulations and policies by governments and global organizations can also create
unwanted changes that organizations will have to deal with. New challenges require new solutions,
and here comes the value of innovation.

One of the main arguments of this paper is that SMEs can use innovation to overcome the
challenges that are caused by the continues changes in today’s global market. In this research the
focus will be on the Saudi and Japanese tourism SMEs. The scope of this research is going to be
Makkah Region in Saudi Arabia and Kansai Region in Japan. The factors that lead to the
enhancement of innovation performance in Saudi and Japanese SMEs will be analyzed.
Specifically, this paper will measure the effect of LMX theory on Disruptive Innovation levels in

tourism SMEs of Saudi Arabia and Japan.

3 Methods

In this section [ will talk about the different methodologies used in the social science research.
After that I will discuss the methodology that has been used in this paper. In his book Social
Research Methods, Bryman, A. (2016) gave a detailed explanation of the different methods and
tools thar are being used in the social science research. First, he talks about deductive and
inductive theory and the approaches each theory has in relation to the research. In deductive
theory the researchers build on what is already known in a particular domain. The purpose is to
deduce a hypothesis and test it through different measures to prove its validity. The process of
deduction theory involves six main steps. The steps are theory, hypothesis, data collection,
findings, hypothesis confirmed or rejected and revision of theory. In contrast, the inductive
approach starts with observations and then come up with findings and the final step would be to
create a theory (Bryman, A. 2016: 21). In this study [ used a deductive approach, and I will analyze

it and provide examples in the next section.



I Research Strategy

Another factor that impacts the research of social sciences is research strategy. The two main
research strategies are quantitative and qualitative research. Quantitative researchers employ
measurements to test the hypothesis and theories of their domains. On the other hand, qualitative
researchers utilize interviews and open-ended questions to collect and test data. Other differences
include principal orientation where quantitative method is usually used to test theories and
qualitative method is utilized for generation of theories. Also, epistemological, and ontological
orientation is different where quantitative is positivism and objectivism and qualitative is
interpretivism and constructionism (Bryman, A. 2016: 32). Since the research strategy that has
been used in this research is qualitative, I will talk about it and provide examples in the next
section.

As 1 mentioned earlier, in this paper I used a deductive approach to test and analyze the
hypothesis of this research. For example, there are two hypothesis that is being investigated in
this research. One: LMX can help to enhance disruptive innovation performance in tourism SMEs.
Two: Disruptive innovation and LMX have a positive correlation relationship. These are the
hypothesis that was followed by data collection from Saudi and Japanese tourism SMEs and then
after that came the findings and the confirmation of the hypothesis of this research. According to
the process of deduction that has been mentioned by Bryman, A. (2016), this research uses the
deductive theory as the main instrument to test the hypothesis of this paper. In the Results and
Contribution section I will provide a clear explanation on how the data supports and confirms the

hypothesis of this study.

II Reasons for Selecting the Research Strategy

The strategy research that was applied in this study is qualitative. This is because the main
instrument that was used to collect data from participants was interviews. There are many reasons
that make qualitative strategy suitable for this study. First, this study is investigating LMX which
is a leadership theory that focuses on human relationships between leaders and followers.
Therefore, using a qualitative strategy would allow for more open-ended questions about the
dynamics that govern the relationships among participants. Other advantages of using qualitative
strategy include self-expression, enhanced self-understanding, knowledge, and skill acquisition
(Opsal, T. et al., 2016: 7). Also, using a qualitative strategy would allow for more investigation
about examples from participants about leadership and innovation inside their companies.

Participants would have more freedom to provide and talk about the nature of leadership and the



innovation mechanisms in their companies and that would help this study by providing more data
to analyze.

Another reason that makes qualitative strategy best for this study is that in quantitative
strategy it is required to do standardization of procedures and random selection of participants.
This step is important to avoid and remove the potential influence of external variables and ensure
generalizability of results. On the other hand, selection in qualitative research is purposeful and
participants are chosen based on their ability to answer the questions of the study and provide
detailed and useful information for researchers. The selected sample must be able to provide
researchers with specific information that will further the development of the study (Sargeant, J.
2012: 2). Based on these conditions above, the selection of research strategy and the selection of

samples from Saudi Arabia and Japan were decided.

III The Sample of the Study: its Importance and the Rational Behind the Selection

Now I would like to provide an explanation for the reasons that determined the citation of the
examples of Saudi Arabia and Japan. First, tourism industry is of vital importance to the global
economy. For instance, 5% of the global gross domestic product (GDP) is what the tourism
industry provides. In addition, it accounts for more 8% of the total world employment. This
importance of tourism industry extends to the economy of Saudi Arabia. The country is investing
in tourism industry more than ever before and it is an important factor in employment and
economy diversification (Abuhjeeleh, M. 2019: 2). In Japan tourism industry represent 10.9 per
cent of total Japanese employment and it plays an important role in international diplomacy
(Uzama, A. 2009: 356). The importance of tourism industry for Saudi Arabia and Japan is one of
the reasons behind the selection of the sample.

Also, some research suggests that A Prior and Versus Inductive Sampling is one of the factors
that should be taken into consideration when selecting samples. In other words, the degree of
flexibility in the procedure of the study, the choice of the data collection methods, and the amount
the researcher has to carry the study are all factors that should be taken into consideration when
selecting samples for the study (Guest, G. 2014: 221). I provided the samples of this study based
on the conditions above. The samples in Saudi Arabia and Japan were chosen because there was
a limited time to carry the current study and choosing samples from a specific geographical area
where the researcher can access information is critical. The chosen samples provided accessibility
in terms of the language that are spoken to collect data. In this research English, Japanese and
Arabic languages were used to collect data. Another reason is because [ had accessibility in terms
of geographical area. The samples from Saudi Arabia are chosen from Makkah Region, which is

important because of the connections I have in that area that will assist me in the data collection
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phase. Also, the sample from Japan were selected from Kansai Region which was critical because
it allowed me to contact some of the companies in person to ask them to complete the survey.

In addition to the above mentioned rational, other reasons have been mentioned above in the
Field of Research Section such as the similarities they have in terms of tourism and geographical
similarities. This led me to investigate and explore weather Makkah and Kansai Regions also
have theoretical similarities or not. For this reason, some research suggests that choosing a sample
purposefully is important for qualitative research. Selective sampling that can help to investigate
theoretical similarities is governed by many factors. These factors include time available for the
researcher, location, and the restrictions placed on the researcher by his hosts. Other factors that
are related to the selected participants include the role, status, and function in organization (Coyne,
[. T. 1997: 624). In this study I investigate LMX and Disruptive Innovation theory and both
theories have strong connection to human relations. This is because LMX is a theory centered in
the relationship between leaders and followers and Disruptive Innovation is a result of creativity
that is highly affected by environment and human relations. To sum up, the selection of the sample
of the study was done based on the following reasons. One, qualitative research requires
purposeful selecting that is based on many factors including time, location role, status, and
function in organization. Two, to investigate weather Makkah and Kansai Regions also have
theoretical similarities or not, deliberate selecting of samples was necessary.

In conclusion, there are three main reasons behind the selecting of samples in Saudi Arabia
and Japan for this research. First, the importance of tourism industry for both countries and the
role it plays in employment and economy growth. Second, A Prior and Inductive Sampling is
another reason where researchers should take time and resources available to them into
consideration when selecting the samples. Third, the investigation of theoretical similarities

requires researchers to do a deliberate and purposeful selecting of samples.

Figuerl: Reasons for Selecting the Samples of The Study

Source: Made by the Author



IV Systematic Literature Review (SLR)

In this research, I would like to establish a theoretical framework by conducting a Systematic
Literature Review (SLR) on Leader-Member Exchange Theory (LMX) and Disruptive Innovation
theory. After that I would like to analyze the dynamics of LMX and Disruptive Innovation in
tourism SMEs in Saudi Arabia and Japan. First, I would like to utilize the following search
engines to conduct the SLR. The search engines are Osaka Sangyo University database, Google
scholar, Scopus, and web of science. A through and detailed search will be conducted to cover
the previous research on the topics of leadership and innovation in general, and LMX and
Disruptive Innovation in particular. Specifically, I would like to review the research regarding
LMX theory and SMEs and the impact LMX has on innovation levels. Next, in this research a
qualitative method will be applied where participants will be interviewed, and their response will
be recorded and analyzed. Since this research is comparative research, the interviews will take
place in Saudi Arabia and Japan where the data will be collected from tourism SMEs from both
countries. In this paper only high value materials will be used and only authentic papers from
companies will be included to ensure that there is validity and transparency in the data used in
this research.

In this research SLR method will be used to answer the research questions of the study. SLR
is a method that researchers use to evaluate and interpret all the research that is available and
relevant to the topic area or to a particular research question. The main goal of conducting SLR
is to evaluate the research topic in a fair way by using trustworthy, rigorous, and auditable
methodology (Kitchenham, B. 2004: 5). Although SLR methods started in the medical and health
care sectors, it has been adopted later by other researchers from other fields including social
sciences. The purpose is to provide the best way to assemble and make policy decisions. The
reason why SLR methods are used in management studies is to provide clarity, transparency and
full coverage on a particular topic or area (Parris, D. L., and Peachey, J. W. 2013: 10). SLR is a
review in which there is a comprehensive search for relevant studies on a specific topic, and those
identified are then appraised and synthesized according to a pre-determined explicit method
(Klassen et al., 1998: 700).

The SLR conducted in this study was proposed by (Petersen, K. et al, 2008: 1-10). The process
is divided into three stages, and each stage accomplishes a specific goal. The first stage is planning
the review and defining the search protocol that is going to be used in the search process. The
second stage is for the selection of studies according to the principles and the protocol that have
been identified in the first stage. In the third stage comes the data extraction and classification,
and in this stage the data will be extracted from the studies that have been selected and then will
be classified. Figure (1) is shown the process that have been followed in this study to instigate the

research questions.



Figure 2: The Process of SLR

Source: Made by The Author

The chart above shows SLR process that have been adopted in this paper. SLR process is
divided into three main stages. One, the planning and review stage and in this stage the search
strategy is defined and specified in a clear way. This stage is the most important phase because it
affects all the other stages of the research. The planning in this stage includes defining the search
engines, the inclusion criteria, the exclusion criteria, and key words. Two, the next stage is a study
identification and in this stage the researcher selected the relevant studies in accordance with the
research strategy that has been defined in the first stage. Also, in this stage a lot of papers have
been selected, but then after that a refinement process have applied to select only the most relevant
studies. Three, the final stage is data extraction and classification where the data from the selected

studies are extracted and classified according to the goals and the objectives of the study.

V Stage one: Planning the Review

In this stage the main protocol of the research has been defined and adopted to the other stages.
All the following procedures have been followed by the researcher to ensure that all the data that
will be extracted from the research are relevant and useful. In addition to that, the search engines,
the research questions, the inclusion criteria, the exclusion criteria, and key words haven
identified in this stage. The key words that have been selected to look for the relevant papers
are: Relational Leadership, Disruptive Innovation, SMEs, LMX, Innovation, Tourism Innovation
and Fourth Industrial Revolution. It is important to note that these key words have been used

separately and as combination to search for the relevant studies.
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VI Inclusion criteria

In this research the researcher identified a set of inclusion criteria to ensure the authenticity and
transparency of the data that will be used in this research. There are four inclusion criteria. First,
all the selected papers should be written in a scientific peer-reviewed journals. However,
exception will be made if there are some papers like doctoral and master thesis that are valid and
can add value to the research if included. Second, all the selected papers should be relative to the
present study. This condition was put to ensure that all the data used in this research paper are up
to date and in alignment with current trends of the field. Third, all the research paper that will be
selected in the extracting phase should be written in English, Japanese and Arabic languages. This
research paper is investigating the tourism SMEs in Saudi Arabia and Japan, and papers that are
published in Japanese and Arabic languages will be used. Fourth, peer-reviewed conference
proceedings are considered valid and will be used in this paper. Finally, the inclusion requirement

was set to ensure the validity, authenticity and transparency of the data that will be utilized in this

paper.

VII Exclusion Criteria

There are four main exclusion criteria that will be used in this paper. First, reviews papers that
are not peer-reviewed will not be included. Second, papers written in languages other than English,
Arabic and Japanese will be excluded. Three, capstone articles and projects that are not considered
as scientific papers. Four, articles that are not written in specialized magazines and are not subject
to professional reviewing from academic professionals will be excluded. The purpose of this stage

is to ensure that this research provides a relevant, up to date and authentic data.

Tablel: Inclusion and Exclusion Criteria

Inclusion Criteria Exclusion Criteria

Scientific peer-reviewed articles. Review papers that are not peer-reviewed

All the selected papers should be relative | Papers written in languages other than English, Arabic

to the present study. and Japanese will be excluded.

11



Included papers should be written in

English, Japanese and Arabic languages.

Capstone articles and projects that are not considered as

scientific papers.

Peer-review conference proceedings are

considered valid and will be used in this

paper.

Articles that are not written in specialized magazines
and are not subject to professional reviewing from

academic professionals

Source: Made by the author

VIII Stage Two: Study Identification

In stage two there are three main steps. First step, starting the research process by
identifying the search engines that will be used to conduct the research. Second step, the
filtering process, where the researcher excluded the papers and the data that does not meet
the requirement of the inclusion criteria. Step three, the researcher conducts another round of
search to ensure that all the selected papers satisfy the requirement inclusion.

In stage two, I identified the search engines that will be used in this paper. The research
engines that I used in this paper are Osaka Sangyo University database, Google Scholar, and
Web of Science. The key words that have been chosen to conduct this research are Relational
Leadership, Disruptive Innovation, SMEs, LMX, Innovation, Tourism Innovation and Fourth
Industrial Revolution. The results that were obtained for conducting the research using the
mentioned research engines and key words are as the following. On the Osaka Sangyo
University database (Taylor Francis) the obtained papers were one thousand two hundred and
twenty-seven papers. From the globally famous research engine Google Scholar the
researcher has obtained seven hundred and twenty papers. The results obtained from the Web
of Science research engine were three hundred and eighty-nine papers. The total results of the

papers obtained were two thousand and eighty-three papers.
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Figure 3: Study [dentification Phase

Source: Made by the Author

After that the results undergone a filtration process that consisted of three steps. First, I
started by reading the title to see if it relates to the topic of this research paper or not. Second, the
researcher read the abstract of the selected papers to decide it relevance. Third, I read the
introduction and the conclusion to decide whether the paper can be used or not. The results of the
filiation process were as the following. Research results where the title was not related were
Google scholar five hundred and thirty papers were eliminated because the title was not related.
From OSU database (Taylor Francis) one thousand and one hundred and seventy-one papers were
taken out because the title did not fit the objective of this paper. The Web of Science research
engine three hundred eighty-two papers were eliminated.

The next phase was that the papers were either included or excluded based on the abstract
and whether it relates to this research paper. The research result was abstract was not related was
as the following. Google scholar four hundred and thirty papers were excluded. On the OSU
database (Taylor and Francis) one thousand one hundred and sixty-two papers. Web of Science
search engine three hundred eighty-two papers were eliminated. Finally, the papers were refined
based on the relevance of its introduction and conclusion sections. The total papers that were
excluded based on the abstract are one thousand nine hundred and seventy-four. The following

graph shows the filtration process during conducting the research.
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Figure 4: Filtration Process

Source: Made by the author

IX Stage 3: Data Extraction and Classification

The final stage of the Systematic Literature Review (SLR) was the data extraction and
classification. The data were extracted based on the research questions that were the guide of the
selection process. I would like to talk about research questions in details because they were the
tool that the researcher used to extract the data. The questions that will be investigated in this
research are the following: RQ1: What is the effect that LMX has on Disruptive Innovation when
applied in tourism SMEs? RQ2: Do LMX and Disruptive Innovation have a correlational
relationship? RQ3: What kind of impact does The Fourth Industrial Revolution has on LMX and

Disruptive Innovation in the context of Tourism SMEs?

Table 2: Research Questions

Research Questions (RQ) Discussion

RQ1: What is the effect that | This question analyzes the importance of leadership as one of
LMX has on Disruptive | the main tools to stimulate creativity and innovation in
Innovation when applied in | employees. However, there are many styles of leadership and
tourism SMEs? different kinds of innovation. In this paper the focus will be
on LMX and its ramifications on Disruptive Innovation. The
reason why this question is important is because of the

importance of Disruptive Innovation for SMEs in the Fourth

Industrial Revolution. LMX leadership style values human
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relations, and research has shown that when people feel safe

and secure their creative and innovative abilities improve.

RQ2: Do LMX and Disruptive | This question analyzes the relationship between LMX and
Innovation have a corrlational | Disruptive Innovation in terms of their dependency. It
relationship? investigates the relationship between the two elements in term
of causation or a correlation perspective. Answering this
question will deepen our understanding of the two elements

and their effect on SMEs.

RQ3: What kind of impact | The acknowledgment of the huge changes caused by the
does The Fourth Industrial | technologies of the Fourth Industrial Revolution is necessary
Revolution has on LMX and | in today’s SMEs research. These changes are changing the
Disruptive Innovation in the | way we live and work and studying them will make us more
context of Tourism SMEs? able to deal with them in an effective manner. Analyzing the
challenges that SMEs face because of these changes will help

to avoid the undesirable outcomes.

Source: Made by the author

The description above show that the first question investigated the effect that LMX has on
Disruptive Innovation when applied in tourism SMEs. The importance of this question comes
from the fact that Disruptive Innovation is vital for SMEs in the Fourth Industrial Revolution.
LMX can be used as a tool to accelerate the stimulation of creativity and innovation in employees.
The data that were extracted from other research papers needed to have relevance concerning
LMX and its implications on disruptive innovation. This was done to make sure that the selected
papers are relevant and will provide the researcher with the proper, valid, and appropriate
information. The second question was about LMX and Disruptive Innovation and wither they
have a correlational relationship. A correlational relationship means that when one factor goes up
the other factor goes up two, and when one factor goes down or decreases the other factor does
the same thing. The investigation of such question will provide us with some information that will
deepen our understanding of the two elements and their effect on SMEs. The same strategy was
applied where the question guided the selection process. Data were extracted based on its
relevance to the above two questions and whether they relate to LMX and disruptive innovation
or not. Finally, the third question was about kind of impact does The Fourth Industrial Revolution
has on LMX and Disruptive Innovation in the context of Tourism SMEs. This question is
important because the technology of the fourth industrial revolution is changing the way we live

and work and studying them will make us more able to deal with them in an effective manner.
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Analyzing the challenges that SMEs face because of these changes will help to avoid the
undesirable outcomes. The papers that touched upon this very important concept were selected in
this paper to be a source that the researcher used to analyze the data and extract the needed
information to answer the research questions. In addition to the research questions the researcher
also used the inclusion and exclusion criteria that have been mentioned above to refine the
selected papers. Finally, the last strategy that has been implemented in the final stage of SLR was
the snowballing process. In this step the researcher did a snowballing research strategy based on
the results that have produced from the refinement process of research questions and the inclusion
and exclusion criteria. From the snow balling strategy, the researcher could extract even more

relevant data because they were relevant and consistent to the objectives of this research paper.

Figure 5: Data Extraction Process

data extraction

Source: Made by the author

In conclusion, the SLR method has been used to investigate the research questions.” The
process can be divided into four main stages. First, I defined the protocol of the research by
identifying the inclusion criteria, exclusion criteria, key words, and search engines. Secondly, the
research question was used to guide the search process to ensure that the data that will be received
is relevant to the objectives of the study. Third, the scope of the review of the research was made
clear by clarifying the region, language, and the date of publication for the data that will be used

in the research. Figure 6 is a visualization of the SLR cycle that has been used in this paper.

7 SLR is used in management research as a methodology to review past literature in a systematic way to close the

gap of different opinions in the field. Moreover, it assists policy makers and entrepreneurs in making better decisions
and help researchers to synthesize the literature that has been done in the past (Kraus, S. et al., 2020: 1024).
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Figure 6: The Cycle of SLR
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Source: Made by the author

4. Research Perspective

In today’s global market that is characterized by continuous change and fierce competition,
the need for innovation has never been greater. Due to the technological innovations, new
products and services enter the market in a continuous fashion. Organizations of all sizes are
experiencing a huge change in the global and local market environments. Some researchers
suggest that the reason behind these rapid changes is The Fourth Industrial Revolution also known
as “4IR” (Bloem et al., 2014: 11).8 Organizations of all sizes need to incorporate innovation into
their main strategy to stay ahead of the competition. The reason why is because innovation plays
a pivotal role in the long-term survival of organizations. Some research studies found that without
innovation, organizations cannot survive in the long run. This is due to the tough competition that
organizations face nationally and internationally. In addition to that, the rapid changes in
regulations and market conditions can lead to the emergence of new and unusual challenges that
require creative and innovative solutions (Ancona, D., and Caldwell, D. 1987: 1; Amabile, T. M.
1988: 124).

However, innovation can be extremely difficult without the support of leadership. It plays
an important role in making regulations, procedures and providing a supportive and encouraging
environment for employees. Creativity and innovation cannot happen without human intervention.

Innovation happens when creativity is established. In other words, the innovative process starts

8 There have been four industrial revolutions that caused a lot of economic and social changes. The First Industrial
Revolution started with mechanization and steam power. The Second Industrial revolution begun with the mass
production and electricity. The Third Industrial Revolution was the result of the invention of computers and
automation. The Fourth Industrial Revolution is characterized with Cyber Physical Systems (Stancioiu. A. 2017: 74).
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after the establishment of creative ideas by humans. However, the conditions that support and
prohibit creative and innovative endeavors are critical to be understood before engaging in any
innovative activity. The role of human resources and the management of this invaluable resource
has been discussed by researchers. That is why in this study I also focus on this element, by
studying the effect of LMX which focuses on human relationships on Disruptive Innovation. In
addition to that, other studies have found that when employees have a good relationship with their
supervisors, it can lead to improvement in their work performance, which supports the hypothesis
of this research that good quality LMX relationships can lead to the improvement of disruptive
innovation ability (Abraham, S. 2012: 28).

(1) The Dynamics of Innovation and LMX

Innovation is very important for organizations to be competitive in local and international
markets. Private-sector Organizations that continue to innovate their products, services and
procedures can stay ahead of the competition. (De Jong, J., and Den Hartog, D. 2010: 23). Today’s
global market is changing rapidly, which requires the private sector to engage in innovative
activity in a continuous fashion. This means that firms must rely on their employees to produce
innovative work (Ramamoorthy et al., 2005: 142). Innovation is a vital component for
organizations to survive in the long-run and to grow and be able to compete. It can assist
organizations to adapt to the changes that happen frequently in the business world, and this
concept applies for product-based organizations as well as service-based organizations (Makri,
M., and Scandura, T. A. 2010: 75). That is why innovation is an invaluable resource for any
organization regardless of the size, sector, or region.

Leadership is necessary for encouraging and stimulating innovative behavior in
organizations (Jung, D. et al. 2003: 526). LMX has been found by many researchers to be a good
indicator of innovative work behavior (Kheng Y. et al., 2013: 50). When leaders provide their
employees with resources and create a safe environment for them, the innovative behavior of
employees tends to increase. When employees are treated well by leaders, they feel obliged to
return the favor. In addition to that, when employees are treated well by their leaders, their loyalty
to their organization, work engagement, and their overall performance are enhanced (Aselage and
Eisenberger, 2003: 96). What separates LMX from other leadership styles is that LMX
differentiates between subordinates. In other words, leaders choose to give more attention to some
employees. This special attention is given to those who show loyalty and determination to
improve their performance. Other leadership styles suggest that leaders treat all employees with
the same behavior without any differentiation. LMX is based on social exchange theory which

suggests that when individuals give something or do something to others, they expect them to
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return the favor. Leader-Member Exchange (LMX) theory is based on the social exchange theory.

LMX focuses on the relationship between leaders and members based on reciprocity.

(2) Innovation and Leadership in Tourism SMEs

In countries where oil is still the main source for economic growth, tourism and the role of
hospitality has never been more important for the countries of the Gulf Cooperation Council
(GCC).? The need for diversifying the economy is pressing, and tourism have been getting more
attention from both the public and private sectors. In the GCC countries, accommodation reaches
about one-third of the spending of tourists. In 2013, there were more than 458,045 hotel rooms,
with Saudi Arabia leading with a share of more than 63.6 percent. Tourism and hospitality play a
very important role in the advancement of the economy and helps to diversify economic resources.

A lot of researchers have emphasized the importance of the investigation of tourism
innovation (Hjalager, A. M. 2010: 1-12 Alsughayir, A. 2017: 189:195). The reason why this kind
of research is important is because of the critical role tourism play in economic growth. Tourism
is getting more attention in many countries, because of the ability of tourism sector to be as an
effective diversification tool for the economy. The GCC countries have a great oil and gas
reserves, and they considered by many to be the world’s resource of power. They depend heavily
on oil and gas revenue, but this can have negative ramifications on the economy. Since the price
of oil and gas is always fluctuating, the economic, social, and political organizations can be
affected by this instability. To overcome this challenge the GCC countries are investing in the
tourism sector and are encouraging companies and organizations to invest in this important sector.

The effect of SMEs on the economy, and the contribution they provide for the societies is
invaluable. In developed countries like America, Japan, and Germany, SMEs are the main player
in the market and play a Signiant role in solving the problems of employment and enhancing
innovation performance. We live in the Fourth Industrial Revolution, and the impact it has on
SMEs is clear. Some researcher investigated this phenomenon and analyzed the impact of the
technologies of Fourth Industrial Revolution on SMEs (Alqam, H., and Saqib, M. 2020: 121-127).
In addition to that, some researchers are trying to analyze the relationship between leadership and
innovation (Suhaimi et al. 2016: 32-41). Leadership is a critical element in any creative or
innovative activity. It can either enhance or hinder innovation in organizations and the help of

leaders to support innovation is important. That is because for innovative activities to be

? The Cooperation Council for the Arab States of the Guif also known as The Guif Cooperation Council (GCC) is

consisted of six Arab countries. The countries are Saudi Arabia, UAE, Bahrain, Qatar, Kuwait, and Oman. It isa
political, economic, and regional association and it is one of the biggest gas and oil producing unions in the world.
The GCC countries share a lot of cultural, traditional, and religious values, and the official language is Arabic.
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successful, employees need to get the necessary resources from their leaders so that they can
engage in innovative activities.

In this study, the relationship between LMX and Disruptive Innovation will be systematically
analyzed. This paper will focus on the dynamic of the relationship between LMX and Disruptive
Innovation in the context of tourism SMEs. This will provide us with a clear understanding and
deepen our knowledge about the subject and the relationship between the different elements of
innovation and leadership. Furthermore, the relationship between LMX and Disruptive
Innovation will be systematically analyzed. Finally, the huge and undeniable effect of the Fourth

Industrial Revolution on today’s global market, and tourism industry will be examined.

5. Contributions

This study aims to analyze the effect of LMX theory on Disruptive Innovation performance
in Saudi and Japanese tourism SMEs. In addition, it aims to shed light on the effect of the Fourth
Industrial Revolution technology on leadership and innovation in SMEs. This paper will
contribute to the existing literature theoretical and practically. The following points will

demonstrate the contribution of this paper:

(1) Theoretical Contribution

This study will contribute to the improvement of Disruptive Innovation theory by providing
a clear framework for it when applied in SMEs in the age of the Fourth Industrial Revolution. It
will extend the theory by analyzing the relationship between LMX Theory and Disruptive
Innovation in SMEs environments and come up with a coherent model that explains the
relationship in a clear way. By focusing on LMX theory and Disruptive Innovation, this paper
provides a new angle for studying their dynamic in tourism SMEs. Finally, this study emphasizes
the importance of the technology and services of the Fourth Industrial Revolution era, and how it

relates to other important factors like innovation and leadership.

(2) Practical Contribution

One of the objectives of this study is also to improve SMEs innovation practices, which can
help leaders to increase their innovation capacities. This study provides a practical contribution
by suggesting a clear strategy that stem from LMX theory that aim to enhance organizational and
innovation performance in SMEs. A clear framework that combines the two theories of LMX and
Disruptive Innovation that will contribute to the enhancement of human relations and the overall

performance of SMEs. In addition to that, this study aims to provide a clear explanation of the
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role that Fourth Industrial Revolution technology and services play in tourism SMEs, which can
assist leaders in travel agencies to make full use of them and use it to their advantage. Finally,
this study has a direct relationship to the Saudi Japan Vision 2030, which aims to improve tourism

industry.

6. Proposition and Framework

Innovation gained more and more attention from both the public and the private sector
leaders. Technology helped to provide the necessary tools and platforms for companies to expand
their innovation capabilities by introducing new products and services to the market. Research
has found that there is a strong relationship between leadership and innovation in the public sector
(Borins, S. 2002: 467). Research has also shown that the relationship is strong in private sector
and leaders can play a significant role in advancing the innovation process in their organizations
(Bel, R. 2010: 1). Some researchers even suggest that the relationship between leadership and
innovation is so strong that they consider leadership as one of the most influential predictors of
innovation (Kathrine R. et al, 2011: 956).

Although, the literature suggests that there is a strong relation between the two factors, the
research that explore them in SMEs is still scarce. This research aims to investigate the effect of
Leader-Member Exchange on disruptive innovation in Saudi and Japanese tourism SMEs. The
following questions can be used to uncover the nature of the relationship between the two
components. Who is responsible for innovation in tourism SMEs? Does leadership help to
improve disruptive innovation performance in tourism SMEs? What kind of behavior leaders in
tourism SMEs exhibit when facing a challenge that require an innovative solution? What kind of
environment in tourism SMEs leaders can provide that can support disruptive innovation?

Based on what have been said so far, this research assumes the following two hypotheses
that will be tested when carrying on this study. One: LMX can help to enhance disruptive
innovation performance in tourism SMEs. Two: Disruptive innovation and LMX have a positive
correlation relationship.

I would like to clarify the following propositions, which will aim to further develop the
theory of Disruptive Innovation. One, the elucidation of Disruptive Innovation’s framework in
tourism SMEs and that by clarifying the main elements like (leadership behavior regarding
disruptive innovation), (followers’ reaction towards disruptive innovation process) and (ideal
environmental factors for disruptive innovation). Two, the enhancement of Leader-Member
Exchange quality can help to improve disruptive innovation. Three, the improvement in the
exhibition of Leader-Member Exchange and Disruptive Innovation methods can lead to a more

efficient organizational performance. Four, the rapid changes that are accompanying the Fourth
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Industrial Revolution in the work environment need a new research strategy to shed light on them
and to come up with new perspective for disruptive innovation in the age of 4IR.

Based on the propositions above, I would like to use the following framework to discuss and
analyze them. One, Literature Review; the previous research on disruptive innovation and based
on the findings decide the direction of this research. Two, after clarifying the characteristics of
Disruptive Innovation in the age of the Fourth Industrial Revolution, the ability of companies to
enhance their disruptive innovation performance through the development of Leader-Member
Exchange practices will be confirmed. To test these hypotheses, a survey will be distributed to

the chosen companies to collect the data.

Figure 7: The Hypothesis of This Paper

Leader-Member Exchange helps

to enhance disruptive Innovation

Leader-Member Exchange

v

Disruptive innovation

Source: Made by the author
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Part I Literature Review

I Introduction:

In this part, the literature of Leadership, Leader-Member Exchange Theory (LMX),
Innovation Theory, Disruptive Innovation Theory, Small and Medium Enterprises (SMEs), and
The Fourth Industrial Revolution literature will be reviewed. First, the literature that investigates
leadership will be discussed. The different definitions, models and concept will be analyzed and
classified. After that Leader-Member Exchange Theory (LMX) will also be analyzed and
investigated from different angles. For example, the historical background of Leader-Member
Exchange Theory (LMX), the changes and development that has occurred on the understanding
of the theory and the new version of it. Second, the literature of Innovation Theory and Disruptive
Innovation Theory has been examined and the different ideas and concepts concerning these two
theories will be explored. Third, Small and Medium Enterprises (SMEs) literature which includes
definition of different countries and organization of SMEs, the role that SMEs play in economy
and the classification of the different models and ideas concerning this very important topic. In
addition to that, the relationship between SMEs and leadership and innovation has also been
reviewed thoroughly. Finally, The Fourth Industrial Revolution and the changes that bring to the
economic, social, and political parts of our lives has been analyzed.

Since we live in Fourth Industrial Revolution age, it is important to discuss this important
element and its effect on organizations and on our lives. The Fourth Industrial Revolution has
changed a lot of concepts and policies and it made our live very different than before. That is why
in this research paper we made sure to mention the effect that The Fourth Industrial Revolution
has on SMEs and the changes it brings with it. In the next section the literature review will be
critically analyzed by the researcher, and the unique points of this research will be discussed. In
addition to that, all the definitions of leadership in general, Leader-Member Exchange Theory
(LMX), innovation and Disruptive Innovation Theory will be analyzed. After that the researcher
will provide the definition of each concept based on the main concepts of the other researchers’

definitions.

II Leadership
In the past few decades, the research on leadership has gained a lot of attention from researchers

around the world.!® The reason is because leadership plays an important role in the success of

10 The importance of leadership in organizations has led many researchers to classify leadership into different types.

Traditional leadership is characterized with giving clear directions to subordinates on how the work should be done,
provides resources that are necessary for accomplishing the task, rewarding good behavior, and acting only when
something goes wrong. On the other hand, new leadership is characterized with charisma where subordinates
perceive their leader as an exceptional and motivating person. Moreover, encouraging subordinates to think about
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any organization (Kumar, C.R. 2007: 27). Leadership is the most important element in any
organization, company, household, school or even a country. Leaders could motivate and
influence their members to achieve the desired outcomes. They also possess the power to motivate,
mobilize and encourage them to be a productive member in their societies. Leaders can motivate
people and achieve great things and lead followers to make the world a better place. Even in our
homes, the lack of an effective leadership that guides family members to the right path might
cause a lot of misery. Leadership is not only performed and practiced in organization and
companies. It is something those normal individuals also practice every day without recognizing
it. Teachers and university professors also need leadership to be effective in their vocations. In
organizations, without an effective leadership, employees might find it difficult to be productive,
meantime competitive advantage and be innovative and creative (Yahaya, R., and Ebrahim, F.
2016: 190). The purpose of leadership is to lead followers and assist them to achieve the goals of
the organizations. If the heart of the organization, which is leadership in this situation is not
performing well, then the whole organization will be affected. That is why the study of leadership
should be inclusive and analyze all the factors that might affect the quality of leadership. Because
as we said before that leadership can be one of the most influential factors in the success of any

organization.

(1) Styles of Leadership

However, leadership can be practiced by different styles and methods. There are many factors
that can affect the style of leadership. Every leader is operating and functioning in a different and
unique environment. Factors like culture, organizational climate, and the laws of the country that
the leader is living in, and the social and cultural customs and traditions. All these factors make
leadership comes in different shapes and forms (Nawaz, and Khan 2016: 1). That is leadership in
the West is different than the leadership style practiced in the East. Culture and environment
impact how we think, feel, and behave. It is difficult to take leadership out of its context, because
when we do that the leadership loses its meaning. The purpose of leadership is to influence others
and mobilize them to achieve the desired goals of the organization, company, or any other human
cluster. When leadership is taken out of its context it becomes like an empty spirit, where
respecting the culture and the social rules is not of importance.

Leadership is vital for any organization and leaders can be the source of encouragement and
hope for subordinates. However, when human connections are not valued leadership becomes

about giving orders and lead with a dictatorship. That is why in this research, I will focus on

their work and provides them with new ideas, be a good role model, creates a safe and trustful environment, and
encourages innovation (Bryman, A, et al., 1996: 358).
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human factor when leading, because I believe that when leaders take into consideration all the
cultural and social elements and appreciate and respect them, their relationship with their

members improve and their leadership enhanced.

(2) The Great Man Theory

In the literature of leadership, many different definitions and styles for leadership is discussed.
For instance, in 1847, Thomas Carlyle came up with the The Great Man Theory. His theory stated
that leaders are born, and one cannot learn the skills of leadership. He believed that people were
born either as leaders or as members. However, in this research I argue that leadership is a
learnable skill, and everyone can learn it. After that came leadership theories that focused on traits
that distinguish leaders from other people. There were two main traits that researchers focused on.
One, emergent traits or the traits that depends on heredity. For example, physical characteristics
like height and weight, intellectual abilities like intelligence and psychological characteristics like
self-confidence. Two, effectiveness traits or the traits that can develop and learned like self-
discipline, and other learnable skills. After that came another trend in leadership studies where
some researchers tried to shift the focus from leaders themselves to the situations, they are
operating in. This is called contingency theories and it claims that leaders don’t have fixed
characteristics. Instead, they function and behave according to the situation of their environment.
Leaders need to respond to the changes and deal with the unexpected events that occur from time
to time. This theory claims that there is no right way of leading other people. Situations, economy,
societies, individuals, and organizations are continually changing all the time. If leaders had only
one style of leadership, it would be difficult for them to be flexible and adopt to the changes
around them (Nawaz, and Khan 2016: 2).

This research is investigating creativity and innovation in SMEs and explaining the
relationship between leadership and creativity will help to understand the interrelated relationship
between these vital components. It is important to know that according to the two-factor
leadership theory, leaders’ behavior can be either task oriented or relationship oriented. Leaders
who prefer to behave according to the task-oriented principle, prioritize things like clarifying roles,
planning, managing time and money. The main goal is to get the job done and accomplish the
task at hand. On the other hand, relationship-oriented leaders are more concerned with feelings,
emotions, and the psychological state of their followers. They make sure that they show
consideration, and act in a friendly and personal way with their members, and that is because their

main concern is the wellbeing of their member (Amabile, T. M., et al., 2004: 7).

(3) Effective Leadership
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It is important to remember that, regardless of the leadership style that the leader is using with
his members, the effect of his or her actions on the followers are fundamental and strong. Leaders
could control resources and planning of task, time, and money. This give them the power to be
very influential and have the capacity to increase the innovation performance (Garcia-Morales, et
al., 2008:3). One of the leadership styles that encourages creativity is transformational leadership
style. In this style leaders take the role of creating a vision and inspire their followers to realize
the vision and make a reality. They work in continues fashion to refine their vision and make
appealing to others. They support their members and always make sure that they have what they
need to accomplish the tasks. They don not only create a common goal for members, but they also
create the same mentality for members so that they act as one team and assist each other when
needed (Sethibe, T., and Steyn, R. 2015: 330).

In their book Effective Leadership Achua and Lussier define leadership as the ability to
influence others. They divide leadership into five key elements. The first key element is leaders-
followers® relationship. According to their definition leadership is not only about leaders
influencing followers, but followers also sometimes influence leaders and followers sometimes
can be leaders in certain situations. The second key element is influence, which is the essence of
leadership. It is the process where leaders communicate their ideas and inspire followers to
implement them. The third key element is about setting organizational goals and creating visions.
Effective leaders always have a clear plan and inspiring vision that aims to improve their
organizations and communities. Change is the fourth key element in leadership definition, and if
we look at the elements mentioned above, we can see that the purpose of these elements is simply
change. Finally, people are the fifth element, and perhaps it is the most important one. Effective
leaders treat people with respect and look at them as the most important asset that they have.
Without good people skills and without good followers’ leaders may find it very difficult to
success (Achua and Lussier 2010: 6-8).

(4) Four Styles of Leadership

However, some researchers have different definitions of leadership. For example, Sethuraman
and his colleagues define the leadership as the person who can create a vision, build an effective
team, motivate his flowers, have good people skills, and help employees to develop and improve
to minimize attrition (Sethuraman, K., and Suresh, J. 2014: 165). In addition to that, Leadership
can be divided into four main groups. One, the style that is concerned with the task at hand and it
also can be referred to as result oriented. Two, the style that prefers to focus on people more,
rather than focusing on the task and it can be referred to as person centered. Three, the directive
style known also as authoritarian leadership style. Four, the democratic way of leading known as

participative leadership or democratic leadership. Five, the style based on transaction that some
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researchers referred to as transactional leadership. Six, the transformational leadership style
(Samad, S. 2012: 488). Researchers have found that there are eight traits that effective leaders
usually exhibit when lead their followers. One, dominance which means that leaders usually tend
to be dominant but not in a bad way. Two, high energy to achieve goals and overcome challenges.
Three, self-confidence and this is one of the most important traits, and leaders also foster
confidence among followers. Four, locus of control which means that leaders believe that they
could control their fate and that makes them look stronger and more confident. Five, stability and
good control of emotions. Effective leaders are stable emotionally and they do not let their
emotions override their thinking. Six, integrity and honesty and that is crucial if one wants to be
an effective leader. Seven, intelligence that helps leaders to be more creative and come up with
innovative solutions. Eight, flexibility and the ability to be more flexible when faced with difficult
challenges (Achua and Lussier, 2010: 33).

Research has shown that effective leadership skills can enhance innovation. They can also be
used to increase organizational performance (Samad, S. 2012: 491). According to some research
there are a lot of studies that investigate the relationship between the different leadership styles
and organizational performance. However, the studies that are investigating the relationship
between innovation and leadership in tourism SMEs are still rare. Therefore, investigating the
relationship between leadership and innovation in SMEs is important because of the role that

innovation plays in helping SMEs to be competitive and innovative (OKE. et al., 2009: 67).

III Leader-Member Exchange Theory (LMX)

LMX theory started under the name Vertical Dyad Theory (VDT) by Dansereau and his
colleagues. Before that the research on leadership was focusing on two main assumptions. The
first assumption is that the people who always report to their supervisors have similar perceptions,
views and react similarly to the different situations. The second assumption is that leaders behave
the same way with all the followers and without exception. According to the VDT creators, these
assumptions have caused the research on leadership to be slow in moving forward. They proposed
that studying leadership from the perspective of the vertical dyadic principle will allow us to not
be limited by the two assumptions mentioned above. The relationship between a leader and a
follower contained in a dyad (Dansereau et al., 1975: 47).

LMX is considered by many researchers to be the most important dyadic theory in leadership.
While other leadership theories such as transformational leadership and servant leadership are
concerned with the effect of the leaders’ behavior on their followers, LMX places the attention
on the dyadic relationship and the dynamic between leaders and followers as the most important

thing. Since it is impossible to have a close relationship with all the employees in the company or
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organization, leaders who follow the LMX approach form a close relationship with employees
who usually are close to them and report to them frequently. They form a high-quality relationship

that is based on mutual respect, appreciation, and trust.

(1) Social Exchange Theory

The social exchange theory can provide a good explanation for the LMX theory. The theory
dictates that when one does a favor for someone the other party will usually return the favor.
When leaders and members do that, their relationship moves from an “economic exchange” based
relationship to a “social exchange” relationship. They keep doing favors for each other and
helping each other until the relationship reaches a level where leaders and members are no longer
constrained by the job description, and their relationship becomes so strong that they always try
to protect each other's interests (Erdogan, B., and Bauer, T. 2014: 1-2). In LMX theory exchanges
can be divided into two types: “economic exchanges” and “social exchanges”. However, only
social exchange can increase trust and the feeling of obligation between leader and member (Blau,
P. 1964: 49). In a low-quality leader-member relationship we find that the economic exchange is
the dominant element, and the relationship never surpasses what is written in the employment
contract. On the other hand, we find that what governs the relationship in a high-quality leader-
member relationship is the social exchange, and the relationship is not constrained by the
employment contract (Sparrowe, R. and Liden, R. 1997: 523).

One of the main principles of LMX theory is the principle of reciprocity where both leader
and member exchange benefits and resources and give help to each other. When reciprocated the
leader gets loyalty from members and members can get attention, money, and support (Wilson,
K.etal.,2010: 358). In a high-quality leader-member relationship, they reciprocate but they don’t
expect an immediate benefit or reciprocity. They are motivated to help and benefit each other
without necessarily getting an immediate benefit (Sparrowe, R. and Liden, R. 1997: 524). One
key component that distinguishes LMX is that the leader deals with members that are close to
them differently. In other words, they tend to differentiate and that is because members are not
the same and some of them are more skilled and have more loyalty than others. It is worth noting
that having different quality relationships is not a bad thing. In fact, those who have close
relationships with their leaders can be more motivated and have high performance than those who

do not have quality relationships with their leaders (Liden, R. and Graen, G. 1980: 451).

(2) In Group and Out Group
In LMX theory there are three phases where the relationship between the leaders and the
follower goes through. It is called the Leadership Making Model and it consists of three phases.

First phase, which is also called the “strangers’ phase” usually happens at the beginning, is
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characterized by low-quality relationships and where the exchange between the leaders and the
members is limited. Second phase, the “acquaintance phase” is where the leader and member
move from being strangers to acquaintances and where their relationship can have more quality
than the first phase. This change in the relationship is due to the favors and services the leader
and member do for each other. Third phase, known as “mature partnership,” is when the
relationship reaches maturity, and the quality of their relationship is high. Before reaching this
level, leaders will test their subordinates to see if they deserve to be close to them or not. This
makes sense because leaders will spend a lot of time and attention on the people that they chose
to be close to them. And to avoid wasting time and effort, they test their followers by giving them
additional tasks and responsibilities. (Graen, G. and Uhl-Bien, M. 1995: 230). Leaders and
followers need time to reach a high-quality LMX relationship. It does not happen overnight and

takes a lot of time for both parties to make sure that they are doing the right thing.

(3) Stages of LMX

Although a high-quality leader-member relationship has a lot of benefits for both leaders and
members, it also involves a lot of work and sacrifice. Members need to prove for their leaders that
they are trustworthy and that they deserve their time and attention. On the other hand, leaders
need to show members that they will support them and will provide them with the necessary
resources to assist them to accomplish their tasks. In the stranger’s phase, the two parties will act
based on what is written in the contract that both parties have signed. There will not be any sign
of high-quality relationship between the leaders and members. On the second stage the two parties
will try to move to the acquaintance phase where they will show more readiness in taking the
relationship farther. In this phase the leaders especially will try to make a few tests to ensure that
they are taking the right step in deepening the relationship with the chosen members. They might
test their loyalty, trustworthiness, or transparency. On the other hand, members will make sure
that leaders are willing to give their attention and provide them with what they need to do their
jobs. When members see that their leaders are willing to deepen the relationship and take to the
next level they will reciprocate and do the same thing. When looking at these three stages carefully
one can find that time and compatibility are the main elements. The reason why is because moving
through the three stages takes time. This is also true for any relationship and not only limited to
the LMX relationships. Also, compatibility between leaders and members is also important

because this will mean that they will like and trust each other.

(4) Conditions for Building High-Quality LMX
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There are some personality traits that lead to the enhancement of LMX. Employees who try to
be efficient and effective in their job have a higher chance in developing a high-quality leader-
member relationship. (Erdogan, B. and Bauer, T. 2014: 3). In addition to that, Proactive
employees who always try to take the initiative to improve their environment and be productive
without giving explicit directions from their supervisors have shown to have higher chances of
developing a high quality LMX. Another factor that may predict whether the relationship may
have a chance to be a high quality LMX relationship is regarding the behavior of employees.
Leaders who perceive their employees as hard-working and as an active employee can consider
making a high quality LMX with them (Maslyn, J. M., and Uhl-Bien, M.2001: 704).

Another factor that may predict LMX quality comes from Implicit Leadership Theory (ILT)
research. The theory states that leaders have implicit ideas about the ideal employee, and they
have implicit theories about how employees should perform their job and how they should behave
in the work environment. On the other hand, employees also have their own implicit ideas about
the ideal supervisor. If the leader and the member have similar implicit performance theories, this
can increase LMX quality (Engle, E. and Lord, R. 1997: 988).

(5) Benefits of LMX

There are so many tangible and intangible benefits for members that they can get from high
quality LMX relationships. First, members who have high quality LMX relationships with their
leaders can enjoy the leader's attention which is considered one of the most important things that
members can get from high quality LMX relationships (Dansereau J. et al., 1975: 53). In addition
to that, members can get more learning and growth opportunities than their peers in low quality
LMX relationships. This has a positive effect on the members in high quality LMX and it can
increase their productivity and efficiency in the work environment. They get these learning
opportunities because managers trust them, and they choose them for selective tasks and projects
that require developing new skills. (Law, K. et al., 2000: 756). As a result, we find members in
high quality LMX relationships have greater motivation to learn and improve. This is because of
the continued help and encouragement they get from their superiors. The opportunity to learn and
grow seems to be one of the most important benefits for LMX members (Erdogan, B. and Bauer,
T.N. 2014: 6).

(6) Reciprocity Dynamics in SET and LMX

The Social Exchange Theory (SET) is the main foundation for the LMX theory. SET was
developed to examine and analyze the human behavior and the dynamic of relationships. SET
suggest that the relationship between humans is governed by reciprocity. For example, in

organizations employees are giving gifts from leaders regardless of their performance. The act of
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giving gifts to employees is usually effective and leads to the enhancement of employees’
performance. It is well researched in the SET, and it is called the principle of the gift economy.
When employees feel that their leaders and supervisors are treating them well, they feel the
obligation to return the act of kindness and they start to show more enthusiastic and passion at
their job. Leaders who provide their employees with innovation-related resources can increase
the chances of enhancing their employees’ creative abilities. This is because employees will start
to look at the organization as a fair and trustworthy organization. This is very important because
safety and security are very important for any creative and innovative activity (Kheng, Y. K. et
al., 2013: 48).

The idea of using the concept of reciprocity to enhance relationships and performance has
started in the SET research but has extended to the LMX theory research later. When employees
are treated with fairness, respect, and transparency by their superiors, they feel obliged to return
the favor. They do that through showing more passion and energy in their job. In addition to that,
any creative and innovative activity and tasks need different resources to be accomplished. When
leaders voluntarily provide employees with the resources that are needed for innovation, they will
appreciate the leadership and view it as an honest and respectful organization that deserve their
full attention and effort. Their innovative and overall organizational performance will improve,
and the organization will be more efficient. SET provide an excellent explanation for researchers
to understand the roots of LMX theory.

Although, LMX was created to be applied in the organizational setting, the concept of
reciprocity is broader and can be applied to the human relationships in general. It can be seen in
the relationship between parents and their kids, teachers and their students and employees and
supervisors. It is a simple concept that many leaders and supervisors do not pay attention to and
ignore although it can make a huge difference. When gift economy or the act of giving gift to
employees on a regular basis is the norm in the organization, leaders will see an enhancement in
the organizational performance. This is because employees will feel safer and more secure, and
safety and security are very important elements when one wants to engage in a creativity or

innovation endeavor.

(7) Distinguishable Features of LMX

LMX is defined as a theory of leadership that is characterized by a dyadic dynamic between
employees and their superiors. Some leadership theories assume that leaders project the same
behavior towards all the employees without any exceptions. In the LMX theory it is assumed that
leaders differentiate among their followers, and deal with some employees in a different way than

others. In LMX theory members can be divided into two groups. The first group is called (out-
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group members) where employees have a more formal relationship with their leaders and usually
perform mundane and less important tasks. The second group is called (in-group members) and
here the employees enjoy special attention from their supervisors and have a strong and close
relationship with them. They get more support and attention and usually take on the more
important tasks that are critical to the success of the department. It is important to note that the
in-group members are selected based on their loyalty, skills, and work performance (Liden, R. C.
and Graen, G. 1980: 452).

Mutual respect, loyalty and job satisfaction are some of the benefits that can result from a
high quality LMX. The relationship surpasses the usual contractual nature that usually governs
the relationship between leaders and members. It becomes closer to a relationship between close
friends, not work acquaintances. This leads to the enhancement of confidence, skills, and overall
job performance. In addition to that, a high quality LMX relationship between leaders and
members can lead to the enhancement of creative and innovative abilities of employees (Yeoh, K.
K.,and Mahmood, R. (2013: 18). This is because the in-group members enjoy a lot of benefits
that out-group members do not have. The in-group members or employees who have good and
close relationships with their superiors, can get the necessary support, resources, and attention to
engage in innovative activities (Yuan, F., and Woodman, R. W. 2010: 328). Also, because of the
good relationship that they enjoy with their supervisors, they are more likely to be involved in

risky tasks and have more confidence and courage to face the consequences.

(8) LMX and Organizational Innovation

Starting an innovation project is not an easy endeavor. It takes a lot of time, resources, and
courage to be successful in innovation projects. Because of the many challenges that innovation
presents, members who enjoy the privilege of being close to their superiors are more likely to
succeed. They get the attention and the help they need to assist them during their work on
innovative projects. As we have mentioned before, the relationship between leaders and members
evolves over time from low-quality LMX relationship to a high-quality relationship. When it
evolves the probability of employees to be more confident to participate in innovative work
increases which indicates a positive relationship between LMX and innovation (Stoffers, J. M.
M., et al., 2009: 5). However, it is important to know that some studies have found no significant
relationship between innovation and LMX (Tastan, S. B., and Davoudi, S. M. M. 2015: 30).
Therefore, it is important to study the relationship between LMX and innovation from different

perspectives to understand it better.

IV Innovation

32



Before Guilford’s speech in his APA Presidential Address in 1950, the topic of creativity was
a neglected subject. He urged scientists to pay more attention to the topic of creativity because of
its importance for both individuals and societies. Creativity is defined as the ability to produce
work that is both novel and appropriate (Sternberg, 1999: 3). Being novel means original or
unexpected and being appropriate means useful and relative to work tasks. Since change is the
only thing that does not change, creativity is a vital weapon and indispensable asset that
organizations can use to thrive, succeed, and survive. What distinguishes innovation from
creativity is that innovation requires an actual application of the new ideas. On the other hand,
creative process is defined by many scholars as the process of coming up with new and useful
ideas, but not necessarily applying them in the real world (Kathrin et al, 2011: 956). Innovation
comes when creativity has been established, and that is why it is important to develop creativity
skills and establish a proper environment for it before working on innovation (Almaloy Y. 2021
and Almaloy Y. 2023).

Kantar defines innovation as a process of bringing any new idea or problem-solving idea into
use. Ideas for reorganizing, cutting cost, putting new budgetary systems, improving
communication, or assembling products in teams are also innovations. Innovation is the
generation, acceptance and implementation of new ideas, processes, products, or services.
Acceptance and implementation are central to this definition; it involves the capacity to change
and adapt (Hall & Williams, 2008: 5).

(1) Definition and Types

Another definition comes from Schumpeter where he describes innovation as the inventing of
new knowledge or technology or the combination of new knowledge with existing knowledge to
create something new out of them. His main interest or focus was on big and radical innovation
rather than incremental innovation. Looking through Schumpeter’s description of innovation,
innovation can be divided into the following types. First, the creation of new products or services
(product and service innovation). Second, new production processes (process innovation). Third,
new markets, which can also be referred to as (market innovation). Fourth, new suppliers, which
involves new logistics and assistances (input innovation). Fifth, changed organization or
management systems (organizational innovation). From the description above, products, process,
organizational/managerial and market innovations constitute the main body of innovation
categories (Weiermair K. 2006: 60).

In addition to that, we can also find many theories and models of innovation by different
researchers. For example, Porter says that innovation can be used with and for competitive
capabilities to leverage strength and build a more stable and stronger environment that will help

to achieve the best results (Porter, 2011: 6). Tushman also says that to be a successful,
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organizations need to focus on producing incrementally and revolutionary innovative products
and services (Tushman et al., 1996: 24).

Clayton Christensen who coined the term (Disruptive innovation) in 1955 define it as “a
process whereby a smaller company with fewer resources is able to successfully challenge
established incumbent businesses”. Research has shown that Disruptive Innovation methods are
effective in helping SMEs to achieve their goals (Christensen et al., 2015: 3). Disruptive
innovation can be very useful for the tourism industry. For example, Airbnb, which is one of the
biggest names in the tourism industry, created by using disruptive innovation methods. Disruptive
innovation focus on products and services that are not popular and do not attract the attention of
the mainstream customers but provide an alternative benefit for other customers can overtime turn
the table and become the dominant player in the market (Guttentag D. 2013: 4). In the case of
Airbnb, a new market is created through connecting consumers and customers with each other
using electronic platform.

Tourism industry is a vital element for economies and helps to create new jobs and bring
foreign currency to the country. Development in the tourism field require more than economic
performance enhancement efforts. It needs to provide new and innovative products and services
for tourists to attract them and for the industry to remain competitive. Tourism industry needs
innovation because the nature of today’s global market is characterized by rapid changes and
transformations. To remain strong in highly competitive markets, tourism organizations need to
constantly provide new solutions to the challenges they face and new products for their customers.
Another reason that makes innovation important for tourism organizations is because of the strong
market growth and the many services and products are entering the market which makes the
lifespan of products and services shorter. This places a huge responsibility for tourism
organizations to innovate, because if they want to stay in the market, they need to provide new

products and services for their customers (Alsos et al., 2014: 1).

(2) Creativity and Innovation

The terms creativity and innovation are usually used interchangeably in the literature (Scott,
S.and Bruce, R. 1994:581). Creativity is the base foundation of innovation and without creativity,
innovation is impossible. That is because creativity is the act of producing novel and useful ideas
(Sternberg, 1999: 3; Mumford, M. and Gustafson, S. 1988: 28). Innovation is the application of
creative ideas into reality (Van de Ven, A. H. 1986: 5; Kanter, R. M. 1988: 94; Amabile, T. M.
1988: 126). Some researchers define creativity as doing something for the first time anywhere or
creating new knowledge (Woodman, R. et al., 1993: 293). Individual creativity and organizational
innovation are connected to each other, and without Individual creativity innovation can be hard

to realize. Although individual creativity plays an important role in organizational innovation, it
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is not enough by itself (Amabile, T. M. 1988: 125). Creativity can be defined from different angles,
but most researchers adopt the definition of creativity that focuses on the product or service which
is characterized by novelty and usefulness (Stein, M. 2014: 6). The definition of creativity that is
going to be used in this research is that of Amabile in which she says: creativity is the production
of novel and useful ideas by an individual or small group of individuals working together
(Amabile, T. M. 1988: 126).

Kanter describes innovation is a complex phenomenon and it can be characterized with
uncertainty, fragility, political and imperialism (extending to other areas and territories).
Therefore, for innovation to flourish the environment must be fixable, react quickly, and has a
thorough and intensive care, a coalition formation and connectivity. He divides the innovation
process into four stages. First, idea generation which is mainly led by creative individuals. Second,
the gathering of resources and materials that are necessary to work on the innovative ideas that
have been produced in the first stage. Third, the idea realization stage where ideas are turned into
real products or services. Fourth, is the commercialization and the adoption of the idea and the
product and/or services (Kanter, R. M. 1988: 95-96).

Innovation can also include the utilization or the adaptation of different products or services
that come from outside the organization (Scott, S. and Bruce, R. 1994: 581). Innovation also can
be defined as the intentional introduction and application within a role, group or organization of
ideas, processes, products or procedures, new to the relevant unit of adoption, designed to
significantly benefit role performance, the group, the organization or the wider society (West and
Farr, 1989: 16). Another definition of innovation is the embodiment, combination, or synthesis
of knowledge in original, relevant, valued new products, processes, or services (Luecke, R. 2003:
2). Innovative work behavior can be divided into three stages: idea generation, coalition building,
and implementation (Scott, S., & Bruce, R. 1994: 582). Climate plays an important element in the
organizational innovation process. It can support and enhance organizational innovation level, or
it can cripple innovation and hinder it (Siegel, S. and Kaemmerer, W. 1978: 554). Flexible
environment and performance-reward dependency are factors that increase innovative climate
level. Another factor that supports innovation in organization is the aiming and focusing on

creativity and innovation (Siegel, S. and Kaemmerer, W. 1978: 554).

(3) SMEs and Innovation

The focus of the classical innovation literature was on manufacturing industries and patent
numbers. However, with the software boom that happened in the 1980s, immaterial products and
service industries were included too. The research on tourism SMEs and innovation is scarce, and
the relationship between the two components have not been explored thoroughly. Innovation has

not been investigated properly and many studies have been using the innovation on anything new,

35



without a deeper understanding of the nature of innovation and its characteristics. Some
researchers divide innovation divided it into five categories. First, product or service innovation
which refers to the changes that the maker of the product or the provider of the service make and
recognized by the customers as new. Second, process innovation which refers to the steps that
organizations take to improve their overall performance, efficiency, and productivity. Third,
managerial innovation which is related to the initiatives that organizations take to improve and
organize their internal processes. It aims to empower the staff by encouraging them to excel at
their job and that by providing them with pay and benefits. Fourth, management innovation
which can refer to innovations that are concerned with the relationship between the customer,
provider, and the product. Fifth, institutional innovations which refers to the innovation activities
that are related to the structure or the legal framework of the organization. It aims to improve and
enhance the efficiency and productivity of organizations (Hjalager, A. M. 2010: 1-3).
Organizational learning is one of the main components in any innovative adventure. It drives
innovation and strengthen creative abilities for organizations. And since there is a relationship
between organizational learning and Entrepreneurial Orientation (EO) some research suggests
that organizational learning improves innovation skills when combined with EO (Wang et al.,
2015:72). Organizational learning includes some activities such as knowledge acquisition and
information sharing. In some firms, innovation relies on organizational learning that is fuels by
EO. The reason why organizational learning and innovation has a strong relationship is because
innovation starts with organizational learning. In other words, organizational learning is the

starting point of innovation, and it also advances EO activities.

(4) SMEs and Large Enterprises

It is important to note that when it comes to innovation SMEs differ than large firms in terms
of financial abilities and human resources. Because of that they tend to avert from relaying on
expensive research and development activities that are usually are adopted by large firms and tend
to relay more on human capital. Instead of that organizational learning which can be produced by
human capital is one of the most important elements in creating valuable innovation process for
SMEs (Wang et al., 2010: 176). Some of the characteristics that make SMEs unique and different
from large firms include different leadership style, unique internal operations, organizational
structure that has different types, the assists used and their reaction to their environment (Wang
et al., 2015:76). In large firms most of the innovation activities can be the result of the research
and development departments, in SMEs all members of the organization can play a role in the
innovation process. This can be achieved by providing a robust environment that support effective
organizational learning that can lead to major breakthroughs and innovative solutions for SMEs.

Unlike large firms the leaders of SMEs can play a major role in affecting the learning processes
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and the adaptation of them. Therefore, dealing with organizational learning in an important way
and include it in the organization strategic plans can be beneficial for producing innovative
solutions (Wang et al., 2010:188).

Many governments around the world are aware of the pivotal role that SMEs play in shaping
the economy and providing jobs for citizens. That is why public authorities are always launching
initiatives that aim to encourage and support SMEs. However, bureaucracy, rigidness and
centralization in public institutions can be one of the barriers that cripple the ability of SMEs to
innovate. More than 68 percent of small firms and 75 percent of medium sized firms in India see
government policy as a barrier to innovation (Pachouri, A. et al 2016:13). This can be a serious
issue for many organizations because of the other bad effects this problem can make. For instance,
the centralization and the ambiguity in some public policy create confusion for many SMEs
leaders which can cause delay for long period of time. This in turn cause financial problem in the
shape of lack of monetary support from governments because many firms do not meet the
requirements of public policy (Cordeiro, A. 2012:7). Not to mention that lack of financial support
from public institutions can lead to other barriers that were mentioned above like recruiting skilled

workers and providing the necessary tools and technology that require financial support.

V Disruptive Innovation

Disruptive Innovation is considered a guiding star by many small and medium enterprises
managers. Disruptive Innovation happens when smaller firms with limited resources that are not
considered the main players in the market, succeed in challenging incumbent businesses with
higher performance and larger market share. The phenomena happens when incumbent businesses
focus on incremental and sustaining innovation for their mainstream customers that are
considered their most demanding and, in most cases, their most profitable customers. On the other
hand, new entrants to the market focus on disruptively innovate new technologies, products and
services that serve the overlooked customers by incumbent businesses. These disruptively
invented technologies are usually cheaper and more convenient than other products. Established
firms that control the market usually do not pay attention to those newcomers and continue to
please their mainstream customers by focusing on incremental innovation and continues
improvement. Using the power of their disruptively innovative technologies, the new entrants
continue to go upmarket until they deliver the performance that the mainstream customers require.
The disruption in the market happens when the mainstream customers start to use the disruptively
innovative technologies, products, or services of the new entrants instead of the traditional
products of incumbent businesses (Christensen et al., 2013: 3). A prominent example of

Disruptive Innovation is the rise of Airbnb and the disruption it has made in the tourism industry.
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The disruption was so strong that the tourism industry has been affected and many incumbent
strong businesses have lost the battle against Airbnb and could not face the power of its Disruptive
Innovation methods. This proved that Disruptive Innovation theory is effective, and it has the
power to change markets forever.

Disruptive Innovation that targets products and services that are not favored by the mainstream
customers but offer alternative benefits can over time change the market (Guttentag. D. 2013:
1193). Most SMEs use incremental innovation as the main method of innovation in their corporate
strategy. The problem with this kind of innovation is that it does not provide radical changes to
the products and services that SMEs are making for the market. This gives the opportunity for
other firms to disrupt the market with new and radical technologies and turn the table on their
competitors. Disruptive Innovation requires more than just a sustaining and simple improvements
known as (Kaizen) that most SMEs do these days. Failing to do so might allow new entrants into
the market to disruptively invent new technologies that will threaten the existence of many SMEs
and make them in danger of losing their market share or even worse make them face the danger

of bankruptcy.

VI Small and Medium Enterprises (SMEs)

SME:s is very important element that keeps the economy of countries stable and strong. In
some countries SMEs play a significant role in the economy. For instance, in Italy, Japan and
France, the number of SMEs accounted for 99% of the total number of enterprises. In the United
States there were more than 2000 million SMEs, accounting for 98% of total number of
enterprises although America was famous for its large enterprises but that has changed in recent
years (Ebru Beyza, et al, 2014: 202). Also, in China which is the biggest economy in the world
the number of SMEs is about 42 million which contributes more than 60% of the nation’s GDP,
50% of tax revenues, 70% of import and export trade, and 80% of urban employment (Zhu, et al,
2012: 1133).

One of the most controversial aspects in the study of SMEs is its definition and how every
country, ministry and authority has different definitions for SMEs. Using different words and
terminology to describe the same thing may create confusion. For example, some call them small
businesses, others say small and medium enterprises, and some refer to them as micro, small, and
medium enterprises. It is important to know that big organizations like the European Union and
international organizations as the World Bank, United Nations and World Trade Organization
suggest that companies that have different qualities, features, and categories than big companies
should be called Small and Medium Enterprises or SMEs for abbreviation (Berisha, G., et al.
2015: 18).
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(1) Definition of SMEs

When one looks at the name of small and medium enterprises, one can see that the name
comprises of adjectives based on quantity, hence “small” and “medium”. Therefore, it is fair to
say that one of the most common ways to define SMEs is the number of employees. However,
international organizations use official guides with determined criteria to define SMEs. The
criteria that European Commission use to define SMEs are as follows: Number of employees,
annual turnover, and annual balance sheet. The World Bank uses different criteria to define SMEs.
The criteria are number of employees, total assets in U.S. dollars and annual sales in U.S. dollars
(Berisha, G., et al., 2015: 19).

As mentioned above, most countries adopt its own definition and set its own criterion
regarding SMEs. In Malaysia, there are two conditions that need to be met for any firm to be
considered SME. One, number of employees and/or the annual sales turnover of the firm.
However, this does not apply for all sectors and major fields in the economy like manufacturing
and agriculture. For instance, in the service enterprises world a small and medium enterprise is an
enterprise that has fifty full-time employees or annual sales less than five million Ringgits
(Malaysian currency). It’s worth noting that in Malaysia they also have general definition for all
SME:s in all sectors and have a specific definition for each sector like service and agriculture
(Malaysia, B. 2005: 5). For International organizations like the World Bank, The United Nations
Industrial Development Organization and Asian Development Bank definition of SMEs is based
on the following conditions. One, small firms must not exceed the limit of employment which is
fifty employees. Two, medium firms can employee between fifty to one hundred and ninety-nine
employees. Three, large firms have more than two hundred personnel (Anggadwita et al., 2014:
417). Having a universal and accepted definition is important for research data to make
comparisons. Also, it can be beneficial when using statistical information to major the impact of
certain strategies taken by governments, consultant firms and leaders in the field (Berisha, G., et
al., 2015: 26).

Although most research on openness and innovation concentrate on large firms, SMEs also
can benefit a lot from it, and that is because the relationship between openness and innovation is
strong. Openness can help to make innovation activities easier and smother. It stimulates
creativity, reduces risks in innovation process and enhance innovation products and services
(Vahter, P. et al., 2014: 7). Open innovation in SMEs is different than large firms. One, small
firms are less open than large firms when it comes to the number of external linkages. Two, the
extent or the breadth of open innovation in small firms and large firms is different. Three, the

additional linkage that small firms get is bigger than large firms. Four, different from large firms
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and due to the lack of strong and stable assets, small firms cannot continue for so long in the open
innovation process (Vahter, P. et al., 2014: 18).

There are a few factors that hinder open innovation in SMEs. One, because of the lack of
external resources and technological assists, small firms are less able to rely on open innovation
as their counterparts, large firms. Two, although SMEs use external links and resources for open
innovation, it is limited on their strategic allies which in turn limits their ability to expand and
have more external resources that will help them in their open innovation tasks (Lee et al. 2010:
290). It is worth noting that open innovation can be one of the tools that SMEs can use in their
strategy plans. And although there might be some obstacles that can stop them from proceeding

forward, the benefits of open innovation outweigh the negatives.

(2) Factors Influencing Innovation in SMEs

For many companies’ innovation is considered one of the most competitive advantage factors
(Dadfar et al.,2013: 202). And the reason why is because of the highly competitive nature of
today’s market, which force companies to constantly strive to innovate to stay ahead of the
completion. The following factors can determine the ability of SMEs to innovate. One, Financial
Factor (FF), which referee to the financial situation of the company and its ability to provide the
necessary monetary assets to support innovation processes. Two, Firm Size (FS), and that is true
because large companies have more financial sources and more knowledge and skilled employees.
All these factors can affect the innovation cycle in any company. Third, Technological Capability
(TC), the more experienced a company in the technological realm, the more innovative products
will be produced. Fourth, Consumer Preferences (CP), and this factor is very important for SMEs.
Unlike big companies, small firms could be close to its customers which give them a huge
advantage in listening to them and use their ideas to create products and services that meet their
needs. Fifth, Economic Factor (EF), and as mentioned above companies need the necessary
financial recourses to fund their innovation operations. And when the economic situation is not
good that may affect financial situations of companies negatively, Sixth, Culture Factor (CF) and
this is a vital element in innovation because having a culture that encourages innovation through
tolerating mistakes, encourage learning and self-development is very important (Beyza, et al.,
2014: 204).

In addition to that, factors like strategy-driven characteristics such as market orientation and
learning has shown that it can increase the level of innovation in SMEs. The characteristics that
are related to competition, especially the ones that have direct connection to industry
concentration and barriers to entry are also shown to increase innovation capabilities in SMEs.
When it comes to the orientation of strategic planning, SMEs are different than big firms. For

instance, closeness to customers, learning and flexibility are considered as advantageous for
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SMESs (Salavou, H. et al., 2004: 1). This can be used to increase the innovation process by taking
advantage of the closeness to customer’s factor and listen more to them. This will allow leaders
in SMEs to know the perspective of their customers and what they really think and feel about the
products or the services they provide. Also, it will provide them with a tremendous number of

new ideas from loyal customers to improve their products and services.

(3) Employee’s Motivation and Creativity in SMEs

It is important to know that when certain conditions are met innovation can be possible for
SMEs. Generating ideas and rewarding employees for coming up with new approaches to solve
problems can accelerate the innovation process. Moreover, searching and hiring creative
personnel can be one of the best ways to enhance innovation and that because of their creative
thinking abilities that help them to be more innovative. The ability to judge and evaluate
innovative ideas and select the ones that best serve the market and meet customers’ needs. Having
an effective team member and the ability to manage innovation projects which usually involve
risk, ambiguity and stress is very important. Universities, governmental institutions and NPOs
can be a good source for consultation about innovation activities in SMEs. The ability to motivate
workers and to encourage them to innovate and to take risks is another important element in
innovation activities (Lesakova, L. 2009: 28). Finally, Employee satisfaction can lead to a lot of
things that can support innovation. Because highly satisfied employees exhibit high level of
customer loyalty, productivity, employee retention, safety records and profitability. All these

factors can play an important role in increasing innovativeness in SMEs (Gallego et al. 2013: 9).

(4) Barriers to Innovation in SMEs

There are a few obstacles that can hinder the innovation process at SMEs. First, competition
fairness, many SMEs managers feel that the competition against large firms is not fair because
they tend to monopolize the market and because they more access to financial support from
governments. Second, limited access to financial support that affect so many SMEs because bank
creditors are reluctant to give them loans because of the ambiguity that surrounds their financial
situation. For example, SMEs in China add more than 60% of GDP, but they get less than 25%
of bank credit. Third, lack of and/or unclear regulations where different governmental and
legislative authorities have different rules regarding patent requirements and rights. This creates
confusion and it prevents SMEs from advancing in their innovation activities. Fourth, excessive
taxation which can be a real problem because it stifles the necessary financial resources needed
for innovation. Fifth, insufficient support system that can affect SMEs negatively. Every company
has its own need and if governments do not support SMEs, it is more likely that they will not

survive in today’s market let alone be able to innovate (Zhu, et al, 2012: 1135-1139).
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Barriers to innovation can lead to the suffering of many SMEs which can lead to bankruptcy
in some cases. In Slovakia, the following barriers were found to be the main challenge that face
SME:s in their way to innovate. A) The limited financial support from the government and public
institutions cripples their ability to innovate. B) The lack of awareness of the importance of
innovation among the employees, and the lack of training for innovation skills and problem-
solving abilities. C) Specialized consulting services for support of innovations, and the weak
infrastructure that supports innovation. D) The lack of communication with universities and
consultation firms creates a gap that cannot be filled with just relying on the abilities and
experience of local employees (Lesakova, L. 2009: 27).

Innovation barriers come in so many shapes and forms, but they can be summarized as follows.
One, the economic situation in the country and the purchasing power parity of the country. Two,
the lack of proper financial support and monetary aid from public sectors. Third, the aversion
from taking risks and the absence of risk-taking culture in many firms. Forth, the mechanical and
technological performance which is characterized by inefficiency and ineffectuality. Fifth, the
routine in procedures and processes that many small firms follow. Sixth, the resistance to change
and the fear from dealing with unexpected outcomes that might come when initiating an
innovation activity. Seventh, the absence of rewards for innovation and the lack of financial and
personal incentives for employees. Eighth, the expensive price of so many tools and technology
that can be used in innovation. Ninth, the size of the company also might play a negative role in
innovation. Tenth, low leadership skills can lead to inefficiency in implementing innovation
(Cordeiro, A. 2012: 7).

(5) SMEs and LMX: The Factors that Govern Human Relationships in SMEs

Since I explained the characteristics of LMX and SMEs in the above sections, I would like
now to explain in detail the two components. I said before that LMX theory is the principle of
reciprocity where both leader and member exchange benefits and resources and give help to each
other. When reciprocated the leader gets loyalty from members and members can get attention,
money, and support (Wilson, K. et al., 2010: 358). As we can see that high-quality LMX requires
a lot of investment from both leaders and followers in order to gain the benefits. Nicolescu, O.
(2009), investigated more than 60 SMEs and to reveal the major variables having influence on
SMEs organization and the main features of organization system. The researcher found that
human relations are different from one company to another. The reason behand this difference is
due to number of employees, family-owned companies, and nature of work (Nicolescu, O. 2009:
408).

All these factors have a great impact on the way human relationships are managed in SMEs.

For example, the number of employees is different at each SMEs, and since LMX requires a lot
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of investment in time and resources, leaders will not be able to do that for everyone even if the
number of people is small. Also, there are a lot of SMEs that are family-owned which makes the
dynamics very different. The relationship of LMX is developed through work environment and it
is different than family bonds. It is different because family members can do service for each
other because they are responsible for them. However, in LMX relationships both leaders and
members reciprocate and help each other and expect benefit or reciprocity because of that. They
are motivated to help and benefit each other and expect benefit from that exchange (Sparrowe, R.
and Liden, R. 1997: 524). 1t is totally different dynamics, and, in this paper, I will focus on LMX
relationships between leaders and followers. Third, nature of work is another important factor that
affect the human relationships at SMEs. Some companies apply the policy of working from home
to reduce costs. Other companies have only a few stores where the physical interaction between
leaders and members is limited. This is because the stores and headquarters of companies can be

in two different location that make meetings difficult between leaders and followers.

(6) Number of Employees and LMX

The number of employees at SMEs is limited, but this does not guarantee a high-quality LMX
relationships between leaders and followers. One, because high-quality LMX relationships
require employees to be efficient and effective in their job to have a higher chance in developing
a high-quality leader-member relationship. (Erdogan, B. and Bauer, T. 2014: 3). Even if the
number of employees is limited in SMEs, this does not mean that all employees will be efficient
and effective in their job. This is because each employee is different, and some employees will
have more skills and higher motivation than others. Two, leaders will depend on Implicit
Leadership Theory (ILT) method. The theory states that leaders have implicit ideas about the ideal
employee. After finding the ideal employee, leaders will be willing to invest more time and
resources in their ideal employees. As result of that investment, they will also expect employees
to reciprocate and benefit leaders and their companies (Engle, E. and Lord, R. 1997: 988). Finally,
all these elements and factors make the human relationships in SMEs very diverse and different
from each other. This diversity makes it difficult for leaders to develop high-quality LMX

relationships with every employee.
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Figure 8: The Dynamics between SMEs and LMX

Source: Made by the author

(7) Conclusion

SMEs are invaluable source for countries and economies around the globe. SMEs are a great source
for employment, and they possess the power to play a very active role in the economy and can either
support economic development or hinders it if not giving the necessary support needed from public
sectors. As shown above, innovation is a powerful tool that can be utilized in today’s global market
that is characterized by constant change and developments. That is because the only thing that does
not change is change itself, and organizations that fail to adapt quickly and invent new ways and tools
to overcome challenges may disappear from the market altogether. Human capital, proper financial
support from governments and robust environments that support and encourage risk-taking, and
innovation are necessary perquisites for innovation. On the other hand, ambiguous public policy, lack
of monetary aid and unskilled workers might impair any innovation activity. All in all, growth in
SMESs can lead to economic and social prosperity and innovation has the ability to pave the way for

SME:s to thrive and prosper in any market.

VII Fourth Industrial Revolution (4IR)

We live in the age of the fourth industrial revolution (4IR), and many tourism companies are

already using what is called “e-tourism” services such as paying through applications. In the age
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of industry 4.0, both travel agencies and their customers are using e-tourism services and
technologies, which can be very useful for both parties. However, it can also have some problems
like hacking of wallet attacks that only can faced and resolved using the technology of 4IR such
as block chain. This can enable trust and respect between different stakeholders including travel
agencies and customers and lead to a more robust environment and active economy (Bodkhe et
al., 2019). in the 4IR age many travel agencies are already utilizing the technology of the 4IR to
serve their clients. Therefore, it makes perfect sense to include it in this research since it has an

immediate impact on travel agencies (Almaloy Y. 2021 and Almaloy Y 2023).

(1) Industrial Revolutions

Klaus Schwab is the one who coined the term The Fourth Industrial Revolution. Klaus
Schwab is the founder and executive chairman of the World Economic Forum (WEF).!! The term
refers to the new technologies that people use to increase the efficiency of our everyday life. Also,
it provides a unique feature where people can move from virtual reality into reality and stay
connected with other people from all around the globe. The steam engine was invented in 1760
and it was the beginning of what researchers call the First Industrial Revolution.'? The steam
engine was especially helpful for farming industry because it enabled farmers to move their
products from their farms to the local and international markets. Trains were the main tool that
people used at that time to move products. Other industries that had flourished at that time was
steel industry and textile industry. When oil and electricity were used as the main source of power
in 1900 the Second Industrial Revolution started. Mass production and rapid industrialization
were the some of the characteristics of the Second Industrial Revolution. In 1960 the Third
Industrial Revolution started when the use of electronics ‘and information technology was
incorporated within companies all over the world. This has made the sharing of information much
easier between organizations and customers and it played a huge role in the development of the
products that are used in the IT departments. In the Fourth Industrial Revolution in which we live

now, a lot of revolutionary technologies have been invented."* For instance, three-dimensional

11" The World Economic Forum (WEF) is a global political and economic institution that is based in Davos,

Switzerland. The annual meeting of WEF attracts the most powerful political and economic leaders in the world. The
organization has a great influence on the global markets and plays a pivotal role in the world trading market (Graz. J.
C. 2003: 321).

12 Industrial Revolution refers to the shift in economy structure or the advancement in manufacturing industry and
the shift from agriculturally based economy to mining based economy. The First Industrial Revolution started in the
late eighteenth century and ended in the nineteenth century. Major developments took place in the textile, steam
power and iron making fields (Agarwal, H. and Agarwal, R. 2017: 1062).

13 The major technological companies in the world such as Deloitte, Gartner, IBM, IDC, IEEE, and Red Hat is
leading the technological revolution in The Fourth Industrial Revolution. Technologies such as IoT, Big data, Cloud,
3D Printing, Healthcare, Mobile Devices, Smart Machines, 3rd Platform, Block Chain and Security technologies are
considered the core technological means of the future (Chung. M.. and Kim, 1. 2016: 1312).
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printing (3D), big data analysis, Internet of Things and super computers have all changed our

lives and the way organizations work (Xu, M., et al., 2018: 90).

(2) The Characteristics of Fourth Industrial Revolution (4IR)

The Fourth Industrial Revolution has brought with it a lot of amazing technologies that are
used in many industries. For example, a lot of industries are using robots instead of humans to
make different products including cars, airplanes parts, engines, furniture, and computers. These
new technologies have increased both the efficiency and productivity of factories and
organizations. In addition to that, the inventions, and technologies of the Fourth Industrial
Revolution have also changed the way we work in organizations. Many companies now are either
depending on artificial intelligence or robots to do the mundane tasks to reduce cost. Also, a lot
of companies are asking their employees to work from home to reduce the cost of renting a
building and pay for the electricity bills. These changes are affecting all organizations with almost
no exception.

However, there are some advantages that we can get from these new technologies. For
instance, the barriers that were causing problems for inventors and markets will be reduced thanks
to some of new technologies such as 3D printing. Also, artificial intelligence industry is moving
rapidly and the new inventions in this field are more than ever before. Artificial intelligence
systems have the power to solve complex problems which will open up a lot of economic
opportunities. On the other hand, the Fourth Industrial Revolution technologies are also creating
a lot of challenges to organizations and leaders around the world, and they need to overcome these
challenges. For example, the replacement of humans with robots will create a lot of employment
challenges for many countries. Unfortunately, the replacement of workers with robots is one of
the characteristics of the Fourth Industrial Revolution. However, people who can create new and
innovative ideas, products and services will be consider a valuable resource. Another big
challenge is cybersecurity and the threat that comes with hacking issues that can affect banks and
organizations in a bad way. The personal information of customers is stored in the files of the
organizations and banks. If these systems get hacked, the threat of the information being stolen is
great (Xu, M., et al., 2018: 93).

(3) Challenges and Opportunities

The Fourth Industrial Revolution is bringing with it a lot of challenges and opportunities.
Organizations in general and leaders need to encourage employees and provide them with
necessary resources to overcome the challenges and take advantage of the positive things that the
technology of the fourth industrial revolution can create. Finally, in this paper the Fourth

Industrial Revolution is considered as a main element that affects not only tourism industry and
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SMEs, but life in general. Investigating its effect on tourism SMEs and the relationship it has with
LMX and disruptive innovation is important (Almaloy Y. 2021 and Almaloy Y 2023).

VIII Previous Studies

In this section, I will discuss the previous studies and the uniqueness of this research. The
studies will be presented oldest to newest. In each study I will provide an introduction,
methodology, the results of the study and the recommended future research. Ten studies that are
similar to the present study will be analyzed and summarized. After discussing the studies, a table
will be made to present the most important information of each paper. The similarities and
differences of the studies will be explored, and the focus of each study will be presented. Finally,
the uniqueness of this research in comparison with the previous studies will be discussed.

The first study is done by (Tajasom, A. et al., 2015: 172-188) and it explores the relationship
between Transformational Leadership and Innovation Performance in Malaysian SMEs.
Perceived Organizational Support is investigated as moderator between the relationship between
Transformational Leadership and Innovation Performance. Transformational Leadership has four
main characteristics that include idealized influence, inspirational motivation, intellectual
stimulation, and individualized consideration. A survey was used in the study to collect the data
from Malaysian SMEs. According to the result of the study, idealized influence, intellectual
stimulation, and individualized consideration have a positive impact on Innovation Performance.
Moreover, Perceived Organizational Support moderates the relationship between
Transformational Leadership and Innovation Performance in Malaysian SMEs in terms of
idealized influence and inspirational motivation. This study proposes that Transformational
Leadership is related to Innovation Performance and Perceived Organizational Support moderates
the relationship between them.

To collect the data the researchers used a questionnaire that has been sent to the Malaysian
SMEs in the electrical and electronics industry. The analysis focused on the leaders and managers
of electrical and electronics SMEs in Penang State in Malaysia. 500 SMEs were included in the
analysis. Out of 500 individuals contacted, 257 responses were collected with a response rate of
51%. There were four sections in the questionnaire that include Transformational Leadership,
Innovation Performance, Perceived Organizational Support, and Demographic Information. A 5-
point Likert-type scale ranging from ‘strongly disagree’ (1) to ‘strongly agree’ (5) was used in
the study to analyze the responses of participants.

The result of the study shows that the characteristics of Transformational Leadership that
include idealized influence, intellectual stimulation, and individualized consideration has a

positive effect on Innovation Performance in Malaysian SMEs in the electrical and electronics
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industry. However, inspirational motivation is not included, and it does not affect Innovation
Performance. Among the characteristics of Transformational Leadership, idealized influence,
intellectual stimulation, and individualized consideration have the most powerful influence on
Innovation Performance. The study was done in Malaysian SME:s in the electrical and electronics
industry. Therefore, authors encourage future research to investigate the relationship between

Transformational Leadership and Innovation Performance in other countries and industries.

Figure 9: The Conceptual Model
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Source: Tajasom, A, et al., 2015: 178.

In the next study, (Dhar, R. L. 2016: 139-148) investigated the effect of ethical leadership on
service innovative behavior of employees at small and medium sized tourist hotels in Uttarakhand,
India. A model that analyzes the relationship between ethical leadership and employees' service
innovative behavior while interacting through leader-member exchange and job autonomy has
been utilized in this study. According to the results of the study ethical leadership promoted
service innovative behavior of the hotel employees mediated through leader-member exchanges.
In addition, the level of service innovative behavior was commensurate to the perception of
employee job autonomy.

To gather the data, employees and their immediate managers were selected from 150 small
and medium sized tourist hotels in Uttarakhand, India. Different questionnaires were used to
collect the data from managers and employees to reduce the chances of common method bias. In
the questionnaire, ethical leadership was measured on a 10-item scale, LMX with a 7-item scale,
and employees' innovative behavior with a 6-item scale. The questionnaire was the main method
used by the researcher to test the validity of the hypotheses.

The aim of the study was to investigate the role of ethical leadership in influencing service
innovative behavior of employees associated with SME tourist hotels in Uttarakhand region, India.
The data showed that there is a positive relationship between ethical leadership and service
innovation behavior of tourist hotel staff. The theoretical contribution of this study is that it
highlights the psychological process by which ethical leaders promote service innovative

behavior among employees. For future research, the researcher recommends using qualitative
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methods to get a better in-depth understanding of the complexities involved in promoting service

innovative behavior using ethical leadership.

Figure 10: Hypothesized Model
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The third study was done by (Alsughayir, A. 2017: 189-195) where he studies the effect of
LMX on Innovative Work Behavior (IWB) in Saudi Hospitality. The research investigates
whether a relationship exists between LMX and IWB of hotel employees in Riyadh City in Saudi
Arabia. One of the main goals of the study is to analyze the effect LMX has on IWB of employees
working in the hotel industry in Riyadh City. The study found that LMX has a positive effect on
IWB, and a high-quality LMX between leaders and members can increase innovative behavior.

The study uses the non-probability convenience sampling technique to collect data, and the
sample size was 384 workers. The study was conducted among employee and supervisor pairs
working in 52 hotels in Riyadh City in Saudi Arabia. The employees' position was varied, where
some employees worked in high occupational levels and some employees worked in middle
occupational levels. They were asked to self-administer and complete a questionnaire. The
questionnaire measures the level of LMX and IWB of employees. For LMX it assesses three
dimensions, trust (two items), respect (two items), and obligation (two items), and relationship
quality. A five-point Likert scale that ranged from 1 (not at all) to 5 (extremely) was used to
measure the participants' responses. The innovative work behavior scale was utilized to analyze
the IWB of employees. a five-point Likert scale that ranged from 1 (never) to 5 (always) was used
on all items of the questionnaire.

The study concludes that LMX is a vital predecessor of IWB, and high-quality LMX between
leaders and members encourage members to be more innovative in their job. The study also found
that most of the studies that investigated the relationship between LMX and IWB found that there
was a positive relationship between them. The author of the study mentions that LMX, IWB and
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the service sector in Saudi Hospitality have received little scholarly attention. Therefore,

researchers are encouraged to investigate the hospitality sector in Saudi Arabia.

Figure 11: Conceptual Framework Innovative Work Behaviour
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The next study is done by (Chen, J., et al., 2017: 140-157) where they investigate the internal
and external factors that affect Disruptive Innovation in Chinese SMEs. The importance of the
study comes from the fact that 99% of Chinese companies are SMEs, with about 60% of gross
industrial output value, and 40% of national profits and taxes. Disruptive Innovation gives the
chance to SMEs to challenge big enterprises and to surpass them. The study compares the internal
and external factors that affect disruptive innovation with low-end disruption and high-end
disruption. In this study the author states that the external factors that affect disruptive innovation
are government support, external knowledge sources and cooperation with venture capitalists. On
the other hand, the internal factors that affect disruptive innovation are entrepreneurs’ innovation
willingness, internal innovation resources, independence of organizational structure for
innovation, and strategic support. Disruptive innovation can be achieved mainly through two
ways. First, it can be achieved by focusing on low-end markets or new users. These products or
services will start at the low-end of the markets. Overtime, these products or services become
cheaper, more efficient, and smaller, and they replace existing mainstream products, services, and
business models. Second, disruptive innovation can be achieved by focusing on high-end markets.
It creates a new market and attracts new customers. New markets do not replace existing markets,
but they create new value and new customers. Also, new markets attract consumers of the existing
market who think their needs are not being met with exciting products or services.

A questionnaire was used to study the external and internal factors that affect disruptive
innovation in SMEs. The questionnaires were distributed to 200 SMEs’ senior leaders or R&D

managers. Some of the questionnaires were sent by email and some were distributed on-site. A 7-
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point Likert scale ranging from 1 = complete disagreement to 7 = complete agreement was used
in this study. Although 200 questionnaires were distributed, only 158 were returned.

The result of the study shows that government support, external knowledge sources,
cooperation with venture capitalists, are external factors that disruptive innovation in SMEs.
Meanwhile, Entrepreneurs’ Innovation Willingness, dominant position of R&D in companies,
and strategic support are internal factors impacting the disruptive innovation in SMEs. The paper
concludes the research with the following findings. One, government support such as funding,
support, service platforms, incentives, intellectual property protection can help SMEs to increase
high-end disruptive innovation. Second, SMEs need entrepreneurs’ innovation willingness to
enhance low-end disruptive innovation. Finally, external knowledge and dominant position of

R&D are important for both high-end and low-end disruptive innovation in SMEs.

Figure 12: External Factors of Disruptive Innovation
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Figure 13: Internal Factors of Disruptive Innovation
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The fifth study authored by (Javed, B., et al., 2018: 594-612) analyzed the relationship between
inclusive leadership, Leader-Member Exchange (LMX) and innovative work behavior (IWB) in
employees of small, capitalized textile firms of Pakistan. The hypothesis of this research states
that LMX intervenes with the relationship between innovative work behavior and inclusive
leadership. 150 supervisors—subordinate dyads from Pakistan textile SMEs participated in the
study. The reason behind the selection of SMEs is because they are more innovative and change
oriented. According to the results of this research the authors claim that inclusive leadership is
positively related with IWB and LMX partially mediates this relationship.

In this study the sample was taken from the textile industry in Pakistan. The reason why the
sample was taken from textile industry is because of the new changes in the advancement of
technology due to innovative ideas through Research and Development (R&D) efforts, which are
critical for an organization’s survival in the textile industry. Questionnaires were distributed to
employees with a cover letter in their companies. Responses were obtained by using a 5-point
Likert-type scale with 1 = strongly disagree and 5 = strongly agree for inclusive leadership,
innovative work behavior and LMX. due to their relevance to the research gender, age,
experience, education, time spent with the leader, R&D tenure, and task types were used as a

control variable in this study.
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The aim of the study was to analyze the relationship between IL and IWB with the mediating
role of LMX. Based on the results of this research, inclusive leadership is related to innovative
work behavior. LMX mediates the relationship between inclusive leadership and innovative work
behavior in two ways. One, to be innovative employees need to challenge the status quo and voice
their own opinions to managers. When managers and employees have a high-quality LMX
relationship, it encourages employees to be more courageous to say their own opinions. Two,
LMX helps to create a safe environment for employees to be creative and different and that can
help to increase innovative work behavior. For future research the authors suggest that
psychological empowerment, creative self-efficacy, and climate for Innovation should be

investigated in relation to LMX and innovative work behavior.

Figure 14: Hypothesized Model

LMX
Inclusive / Innovative Work

Behaviour

\4

Leadership

Source: Javed, B. et al., 2018: 596.

On a different study the ambidextrous capacity which is the ability to respond simultaneously
to both disruptive and incremental innovation processes in SMEs was investigated by (Felicio, J.
etal,, 2019: 607-614). The objective of the study is to understand the organizational ambidexterity
of SMEs and its relationship to organizational performance and innovation capacity. Moreover,
the study aims to evaluate the characteristics that identify ambidextrous organizations and analyze
the effect of organizational ambidexterity on performance, supported by the contingency-based
approach, organizational theory, behavioral theory of the firm, and organizational learning theory.
There are two hypotheses that the authors tested in this study. One, Disruptive innovation is
identified by a flexible structure, organizational dynamics, heuristic rules, a transformational
leader, horizontal communication, disruptive learning, and relational flexibility. Two,
Incremental innovation is identified by a centralized structure, organizational stability,
routinization of rules, a transactional leader, vertical communication, hierarchical accountability,
and relational formality.
Qualitative data are collected using a survey questionnaire sent to 2991 Portuguese SMEs. Each
of the 48 variables concerning organizational ambidexterity (42 variables) and performance

measures (6 variables) are addressed by an item on the questionnaire, which was submitted online.
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The survey is carried out using a 7-point Likert scale for measurement, which allows capturing

the information and obtaining data on observed variables.

The goal of the study was to understand the organizational ambidexterity of SMEs and its

relationship with organizational performance and innovation capacity. The results of the study

show that disruptive innovation develops in organizational environments with flexible structures

that are adaptable and open to learning, where communication is implicit, with informal and easy

social relations between workers. On the other hand, incremental innovation requires centralized

structures for strong stability and easier control, defending against confrontations that jeopardize

the development and productivity conditions. The authors concluded that incremental innovation

and disruptive innovation have similar effects on the organizational performance of SMEs, with

emphasis on efficiency.

Figure 15: Disruptive and Incremental Innovation in SMEs
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The following study examines the impact of Leader-Member Relationship Quality on job
satisfaction, innovation, and operational performance in Vietnam (Nguyen, T. H. 2020: 449-456).
In this paper a quantitative method was used, where 438 employees and managers from 300
processing enterprises completed the survey. According to the study, job satisfaction, innovation
and operational performance have a positive impact on the quality of leader-member relationships.
The researcher suggests that the behavior of the employees will change according to the way
organizations treat them. If organizations treat them well, employees will perform well in their
jobs. There are five hypotheses in this research. First, Leader-member relationship quality has a
positive impact on job satisfaction. Second, Leader—member relationship quality has a positive
effect on operational performance. Third, Job satisfaction has a positive influence on operational
performance. Fourth, Leader—member relationship quality has a significant positive impact on
employee’s innovative behavior. Fifth, Innovative work behaviors are positively related to
operational performance.

In this research both qualitative and quantitative methods were used. The sample of the study
took place in 2019 in the south of Viet Nam, and 438 employees from 300 processing enterprises
constituted the sample of the study. An ordinal 7-point scale was used to evaluate the items, with
responses ranging from total disagreement (point 1 on scale) to total agreement (point 7 on scale).

The findings of the research suggests that a high-quality relationship between supervisors and
subordinates can enhance creative participation in work performance and employees’ job

satisfaction contributes positively to operational efficiency. In addition, the author asserts that
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leaders need to provide care and encouragement for members because this will enhance
innovation. Managers and leaders should always keep an open and honest relationship with
employees. They should provide a friendly and safe environment for them because this will have

a positive effect on innovation and job performance.

Figure 16: Research Model
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LMX and creativity via engagement, and the moderating role of a job characteristic related to
knowledge. The sample was taken from a sample of 320 employees from emergent high-tech and
knowledge-based small and medium enterprises SMEs in Spain. The results of the study show
that there is an indirect relationship between creativity of employees and LMX. In addition, job
complexity highlighted the impact of engagement on creativity. High level of job complexity
makes the relationship between creativity and LMX to be stronger.

The data was collected from emergent high-tech and knowledge-based SMEs in Spain. There
were three conditions for selecting the SMEs. The conditions are SMEs that have been established
less than 10 years, belong to the high-tech industry and knowledge-intensive industry. 443 emails
were sent directly to participants to fill out the questionnaire. The constructs were used by a seven-
point Likert scale (1 = strongly disagree, 7 = strongly agree). Eight item scale was used to analyze
LMX, a 12-item scale was used for work engagement, three-item scale for job complexity and a
four-item scale for individual creativity.

The objective of the study is to understand the relationship between LMX and individual
creativity in emergent high-tech and knowledge-based small and medium enterprises SMEs in
Spain. The findings of the research argues that a high-quality relationship between managers and
employees lead to more job engagement. This in turn increases the individual creativity and helps
employees to be more creative when doing their job. However, the study found that there is no

direct relationship between individual creativity and LMX. in other words, the level of job
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engagement will increase if leaders have a good relationship with employees. This will result in

more individual creativity for employees.

Figure 18: Hypothesized Model
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Hoang, G., and colleagues did study on SME hotels to examine the effect of entrepreneurial
leadership on employees’ innovative behavior. The paper investigates the role entrepreneurial
leadership plays in promoting innovative behavior among hospitality employees through
mediated moderation effects. The study took place in Vietnam where managers and employees
from hotel SME participated in the study. The results show that intrinsic motivation and trust in
leaders mediated the association between entrepreneurial leadership and employees’ innovative
behavior. However, LMX did not moderate the associations between entrepreneurial leadership
and intrinsic motivation and trust in leaders (Hoang, G., et al., 2022: 103-142).

The data was collected from employees and managers working in 178 small- and medium-
sized (SME) hotels in Vietnam. The reason behind the selection of Vietnamese hotel SME is
because the Vietnamese tourism and hospitality environments provide a rich context for the study.
The theoretical contribution of the study extends entrepreneurial leadership to the hospitality
domain by testing a research model of entrepreneurial leadership and innovative behavior in a
hospitality context

In conclusion, this study analyzed the influence of entrepreneurial leadership on employees’
innovative behavior in Vietnamese SME hotels. The contribution that this study made was by
examining the relationships that exist between entrepreneurial leadership, intrinsic motivation,
trust in leaders, LMX and innovative behavior. The result of the data showed that intrinsic
motivation and trust in leaders mediated the relationship between entrepreneurial leadership and
employees’ innovative behavior. For future research the authors suggest that the model can be
tested in different regions other than major cities in Vietnam as well as in service contexts other

than hotel settings, such as restaurants to enhance the generalizability of the findings.
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The next study done by (Hoang, G. et al., 2020: 1-29) explored how leaders shape the
organizational climate of their firms to enhance innovation. The authors argue that although
leadership and organizational climate have been identified as playing a key role in innovation,
little is known about whether such influences play out in SMEs. The data was gathered from semi-
structured interviews conducted with 20 CEOs of SMEs in the Vietnamese tourism sector. The
results of the study support the hypothesis of the research that claims that SME leaders in the
tourism sector influenced an organizational climate that provided for autonomy and supported
innovation through a number of leadership approaches. Moreover, used daily interaction-based
practices to drive the innovative behaviors of employees and developed reward systems to
encourage innovation in their organizations.

The relationship between leadership, organizational climate and innovation is a relatively
unexplored topic in the SME context. That is why in this study a methodological approach that
facilitates the discovery of these relationships was chosen to collect the data. In-depth interviews
were chosen as the tool of enquiry as they enable a clear picture of respondents’ position or
behavior and provide the opportunity for participants to clarify and elaborate on their answers.
The interviews were guided by an interview protocol, which included open-ended questions.
Participants were 20 CEOs in charge of tourism SMEs in Vietnam and were contacted using an
online public business list of innovative firms in the tourism sector. All were both CEOs and
founders or co-founders and they were at different stages of their careers.

The findings of the research show that providing autonomy and freedom for subordinates;
welcoming and supportive of new ideas; communication, inspiration, and knowledge sharing;
teamwork and collective decision-making; developing rewards and incentive systems; and
comfortable working conditions are factors that increase the organizational climate to stimulate
innovation in SMEs. In addition, communication between leaders and subordinates and
knowledge sharing are important in stimulating innovation in tourism SMEs. Future research the
authors recommend analyzing the mix of human resource systems and interpersonal mechanisms

that create and support a climate for innovation.
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Figure 18: Conceptual Diagram
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Reiter-Palmon, R., and lllies, J. J. (2004), has done study on the relationship between LMX
and creativity. I will present the background, objectives, methods, and the findings of the study.
After that I will talk about the relationship and the uniqueness of this paper compared to this paper.
In their paper they state that creativity is necessary for organizations because of the changes that
happen often to the market. Creativity requires employees to construct a problem, search and
retrieve problem-relevant information, and generate and evaluate a diverse set of alternatives
solutions. These are complicated mental process and leaders need to understand them in order to
provide their support for employees. This paper analyzes the cognitive processes of creative
thinking. It provides ways in which leaders and managers can facilitate these processes in an effort
to enhance the creative thinking skills of their employees.

Their method of conducting the study was to review literature on creativity. After reviewing
the literature, they suggested how leaders may facilitate and enhance creative thinking skills of
their followers. They suggest that it can done by influencing the various cognitive processes
involved in creative problem solving. They also used creative problem-solving processes as a

guide, to review relevant literature. This helped them to do a reviewing on the factors that may
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affect the various cognitive processes that must be engaged in to solve problems creatively, and
how leaders can help encourage these processes in their subordinates.

The results of their study included three main points. One, they found that the cognitive
processes that underlie creative problem solving are idea generation and idea evaluation. Two,
they also suggest that time and information availability is important, but it is not enough for
creativity. Employees must be able to capitalize and utilize this information in a way that is useful
for the organization. Three, instructions given by leaders and the specific processes actively
engaged in these processes enhance creativity (Reiter-Palmon, R., and Illies, J. J. 2004: 55-77).

Now I would like the differences and the uniqueness of this paper compared to the study
discussed above. One, in terms of background the two studies are different. This paper
investigates the relationship between LMX and Disruptive Innovation, whereas Reiter-Palmon,
R., and Illies, J. J. (2004), is analyzing the cognitive process behind creative thinking skills and
how can leaders improve it. This paper is analyzing how can leaders use LMX to stimulates
Disruptive Innovation. Although, creativity is the first step towards innovation, but that does not
mean they are the same. Innovation and creativity are similar, but they are very different process
with different characteristics. For this reason, this study and Reiter-Palmon, R., and Illies, J. J.
(2004) study is different in terms of background and objectives of the study.

Another difference can be found in the method of conducting the study. This study is
investigating Saudi and Japanese tourism SMEs. On the other hand, the study of Reiter-Palmon,
R., and Illies, J. J. (2004), is based on reviewing the literature with no actual sample. Also, in this
research a qualitative methodology has been used to interview participants to analyze LMX and
Disruptive Innovation. However, on Reiter-Palmon, R., and Illies, J. J. (2004) study, there was no
samples. This makes the present study different from the study of Reiter-Palmon, R., and Illies,
J. J. (2004).

Finally, the findings of Reiter-Palmon, R., and Illies, J. J. (2004) study was on the cognitive
process of creative thinking and how can leaders give support to improve it. However, in this
study, the findings are around the importance of making high-quality LMX relationships to
stimulate Disruptive Innovation in tourism SMEs. As a summary, the background, method of the
conducting the study, and the findings are very different from each other. This makes the present
study unique because it uses different method, analyze uninvestigated components and study the

relationship between LMX and Disruptive Innovation.
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Figure 19: Differences and Uniqueness

Source: Made by the author

After reviewing the past research, the main points of each research such as the authors of the
study, the focus of the study, the industry, and the conclusion will be presented in a summary
table. Next, I will explain in depth the similarities and the differences that the previous studies
have in common. After that I will present the unique points of this study, and the research gap

that I am addressing,.

Table 3: Summary of Previous Research

Study Focus Industry Conclusion
(Tajasom, A. et al., Explores the Electrical and Transformational
2015: 172-188) relationship between electronics industry Leadership has a
Transformational positive effect on
Leadership and Innovation
Innovation Performance in
Performance in Malaysian SMEs in the
Malaysian SMEs electrical and
electronics industry
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Dhar, R. L. (2016: 139-
148)

Investigated the effect
of ethical leadership on
service innovative
behavior of employees

at SMEs tourist hotels

Hotel Industry

There is a positive
relationship between
ethical leadership and
service innovation

behavior of tourist

in India hotel staff
(Alsughayir, A. 2017: Studies the effect of Hotel Industry LMX is vital
189-195) LMX on Innovative predecessor of IWB

Work Behavior IWB)
in Saudi Hospitality.

(Chen, J., et al., 2017:
140-157)

Explores the internal
and external factors
that affect Disruptive

Innovation

Chinese SMEs

external knowledge
and dominant position
of R&D are important
for both high-end and
low-end disruptive

innovation in SMEs

(Javed, B., et al., 2018:
594-612)

relationship between
inclusive leadership,
Leader-Member
Exchange (LMX) and
innovative work
behavior (IWB) in
employees of SMEs in

Pakistan

Textile Industry

Inclusive Leadership is
related to Innovative
Work Behavior and
LMX mediates the
relationship between
Inclusive Leadership
and Innovative Work

Behavior

(Felicio, J. et al., 2019:
607-614)

the ambidextrous
capacity processes in

SMEs

Portuguese SMEs

incremental innovation
and disruptive
innovation affect
organizational

performance of SMEs

(Nguyen, T. H. 2020:
449-456)

Impact of LMX on job
satisfaction,
innovation, and
operational

performance

Vietnamese SMEs

High-quality
relationship between
supervisors and
subordinates can
enhance creative
participation in work

performance
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(Vila Vazquez, G., et
al., 2020: 1-18)

Relationship between
LMX and creativity via
engagement, and the
moderating role of a
job characteristic
related to knowledge in

Spanish SMEs

High-tech and
knowledge-based

Industry

LMX increases the
individual creativity
and helps employees to

be more Innovative

(Hoang, G., et al.,
2022: 103-142)

Examines the effect of
Entrepreneurial
Leadership on
employees’ innovative

behavior in SMEs

Hotel Industry

Intrinsic motivation
and trust in leaders
mediated the
relationship between
entrepreneurial
leadership and
employees’ innovative

behavior

(Hoang, G. et al., 2020:
[-29)

Explored how leaders
shape the
organizational climate
of their firms to
enhance innovation in

SMEs

Hotel Industry

Providing autonomy
and freedom for
subordinates;
welcoming and
supportive of new ideas
can help to enhance

innovation

(Reiter-Palmon, R., and

Illies, J. J. 2004: 55-77)

cognitive processes of

creative thinking

Literature Review

Cognitive process of
creativity must be

understood by leaders

Source: Made by the author

IX The Uniqueness of This Research

After reviewing the past studies, in this section [ will clarify the points that make this research
unique in comparison with other studies. To do that, I will explain the similarities and the
differences that the previous studies have in common. After that I will present the unique points
of this study. In general, there are three main points that distinguish this research from previous
studies. The unique points are field of the research, methodology and theoretical framework. Each

point will be discussed thoroughly to clarify its importance and uniqueness.
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The field of research is the first characteristics that distinguishes this study from previous
research. With almost no exception the previous studies that investigated the relationship between
leadership and innovation in SMEs has been done in one country. This paper is the only
comparative study that investigate the effect of leadership on innovation in two different countries.
In this paper, the sample was taken from tourism SMEs in Saudi Arabia and Japan. Investigating
leadership and innovation in two different countries add depth and value to this research.
Although, both Saudi Arabia and Japan are located in Asia, but there are a lot of differences
between the two countries. The differences include but are not limited to cultural, linguistically,
historical, geographical, political, economic, and religious differences. All these differences have
a huge impact on employees’ behavior. Consequently, the impact of these differences can extend
its affect to include the dynamics of leadership and innovation. Moreover, the policies and
procedures that govern hoe organizations operate are different from country to country. This can
have a huge impact on organizational climate which in turn impacts leadership and innovation.
This study provides a thorough analysis of the dynamics of leadership and innovation in Saudi
Arabia and Japan. Studying leadership and innovation in two different countries can deepen our
knowledge about these important elements and provide a unique opportunity for other researchers
to understand the different dynamics leadership and innovation have in organizations.

The methodology that has been used in this paper is another unique point that differentiates
this study from previous research. Except for one study, all the previous research used a
quantitative methodology to conduct their research. Using a qualitative method to analyze
leadership and innovation behavior in organizations can provide a deeper understanding for
researchers. Asking open ended questions that allow participants to voice their opinions can be
useful in understanding how leadership operates in relation with other factors such as innovation.
Leadership and innovation are complex phenomena that require researchers to analyze them from
different angles and use different methods. This paper utilized a qualitative methodology that can
provide a unique perspective in understanding leadership and innovation and encourage other
researchers to use different methods.

The third point that distinguish this research from previous studies is theoretical framework.
Previous studies have analyzed different leadership and innovation theories. However, no study
has investigated the impact that LMX has on Disruptive Innovation in SMEs. Some studies have
analyzed LMX, and other studies have investigated Disruptive Innovation. Nonetheless, no study
has investigated LMX and Disruptive Innovation together. This study is unique and different from
other studies because it analyzes the impact of LMX on Disruptive Innovation in tourism SMEs.
By looking at the previous studies, it is clear that both LMX and Disruptive Innovation are
important for SMEs. Analyzing LMX and Disruptive Innovation separately is important, and it

provides a focused perspective. Also, studying LMX and Disruptive Innovation in relation with
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other theories such as Innovative Work Behavior or Transformational Leadership can be useful
in understanding the different dynamics of leadership and innovation. However, this paper
analyzes LMX and Disruptive Innovation dynamics in tourism Saudi and Japanese SMEs which
makes it unique and add theoretical contribution to the fields of leadership and innovation. In
conclusion, there are three main points that distinguish this paper from previous research. The
three points are field of the research, methodology and theoretical framework. Each point is
unique, can help to broaden our standing of leadership and innovation, provides distinctive

perspective, and add value to leadership and innovation research.

Figure 20: The Uniqueness of this Paper Comparing to other Research

-~ The Field of Research

The Methodology

—1 Thoertical Framework

The Uniquness of this Paper
Comparing to Other Research

Source: Made by the Author

(1) The Rational Behind Choosing to Investigate the Relationship Between LMX

and Disruptive Innovation

After analyzing the prior studies and the gap in literature that this study is trying to fill, I
would like to mention the rational of this study. I will clarify the reasons that were behind the
selection of LMX and Disruptive Innovation as component to be analyzed in this study. To do
that I will talk about the leadership and its importance creativity and innovation for organizations.

After that, I will explain the features of LMX and Disruptive Innovation and the dynamics
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between them. The reasons behind choosing to analyze LMX and Disruptive innovation are the
pivotal role of leadership in stimulating innovation, the complementary features of LMX and

Disruptive Innovation, and the gap in literature in terms of analyzing the two components together.

(2) The Pivotal Role of Leadership in Generating Organizational Creativity and

Innovation

The literature of leadership supports the idea that leadership is one of the most important for
creativity and innovation in organizations (Agbor, E. 2008: 41). In organizations, it is almost
impossible to engage in creative or innovative endeavor without the support of leadership. To add
to that, some scholars believe that leadership is an essential component in organizational
innovation (Mumford, M. et al., 2002: 707). This is because leadership affects organizational
climate which plays an important role in the enhancement of innovation performance. Other
factors that leadership affects include employee and consumer satisfaction and the enhancement
of perception of service effectiveness by customers that has positive effect on creativity (Aarons,
G. A., and Mrfeld, D. H. 2012: 2). As one can see from the studies above, that leadership is one
of the most important and effective tools to be used to generate creativity and innovation. This is
one of the main reasons that were behind the selection of LMX over other theories such as

Intrinsic Motivation Theory and Self Determination as tools to drive creativity and innovation.

(3) The Complementary Features of LMX and Disruptive Innovation

the complementary relationship between LMX and Disruptive Innovation is another reason
that motivated me to chose to analyze these two components over other theories. To explain this
point, I will first mention the features of Disruptive Innovation that makes it unique and not an
easy process to be involved in. Next, I will explain the features of LMX that makes it suitable for
producing Disruptive Innovation.

Disruptive Innovation that targets products and services that are not favored by the
mainstream customers but offer alternative benefits can over time change the market (Guttentag.
D. 2013: 1193). This means that the process of Disruptive Innovation takes a lot of investment in
time and money. Leadership that does not have healthy relationship with employees, will not be
able to provide them with the trust and support they need to continue their Disruptive Innovation
projects. However, leadership that has high-quality LMX with its employees will be able to
provide them with support and encouragement they need. LMX can have a great effect on
organizational environment and employees’ satisfaction. In one study researchers found that a

good LMX environment can help to increase creativity skills of employees. In addition to that,

66



mutual respect between members and supervisors, the commitment to the job and the organization
and the overall satisfaction improved (Naz, S. 2019: 68). When the process of innovation is long
and expensive this might affect negatively the relationship between leadership and employees
especially the trust between them. This can be very hindering for companies, and it might affect
their ability to innovate (Talegeta, S. 2014: 100). However, LMX enhances trust between
leadership and employees, and this can be very beneficial for producing Disruptive Innovation
(Scott, S. G., and Bruce, R. A. 1994: 584).

(4) The Gap in Literature

The gap in literature in terms of analyzing the two components together is another motivation
for selecting LMX and Disruptive Innovation over other theories. I presented in the Previous
Studies Section the different studies that have analyzed LMX and Disruptive Innovation.
However, all the studies have analyzed the two components separately which was analyzed by
me as a gap in the literature. This study was meant to fill that gap by analyzing LMX and
Disruptive Innovation. For example, one study analyzed the effect of LMX on Innovative Work
Behavior (IWB) in Saudi Hospitality (Alsughayir, A.2017: 189-195). Another study investigated
the internal and external factors that affect Disruptive Innovation in Chinese SMEs (Chen, J., et
al., 2017: 140-157). It is clear from the studies above that LMX and Disruptive Innovation are
important factors. According to my knowledge, there is no study that investigates LMX and
Disruptive Innovation in tourism SMEs in Saudi Arabia and Japan. This was observed as a gap
in the literature and was a motivation for me to choose LMX and Disruptive Innovation over other
theories such as Intrinsic Motivation Theory and Self Determination Theory.

To conclude, there are two reasons that were behind the selection of LMX and Disruptive
Innovation as component to be analyzed in this study. One, the pivotal role of leadership in
generating organizational creativity and innovation. Two, the complementary relationship
between LMX and Disruptive Innovation. Three, the gap in literature in terms of analyzing LMX

and Disruptive Innovation together.
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Figure21: Reasons for Choosing LMX and Disruptive Innovation for Investigation

Source: Made by the Author

X Conclusion

In this section, the elements of the research such as leadership, LMX, innovation, Disruptive
Innovation, The Fourth Industrial Revolution (4IR), and SMEs have been explored thoroughly.
After that, I examined the previous studies and analyzed the focus, methods, and the conclusion
of each paper. I followed that by writing about the similarities and differences that past studies
have in common. The purpose of mentioning the characteristics of other research is identify the
research gap that needs to be filled. Moreover, knowing what research has been done in the past
helps to differentiate between the characteristics of this research and those of another research.
Finally, the uniqueness of this paper in comparison with the previous research has been explored.
Each unique point has been explored separately and examples have been given on each factor to

show how the reason behind its distinctiveness.
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Part II. The Framework of Leader-Member Exchange Theory (LMX) and
Disruptive Innovation in the Age of Industry 4.0

I Introduction:

In the age of the Fourth Industrial Revolution the changes around us happen all the time in fast
fast-paced momentum. This means that organizations will have to deal with a lot of new and
unexpected challenges. These new and unexpected challenges require new solutions and new way
of thinking. In other words, it requires creativity and innovation. Without creativity and
innovation organizations of all sizes will find difficult to move forward and be profitable.
However, creativity and innovation need leadership support, and if there is no support from
leadership the ability to be creative and to innovate is next to impossible. That is why
organizations need both leadership and innovation to grow and be profitable in local and global
markets.

In this part, relational leadership, its history, and types will be discussed. Moreover, the
similarities and the differences between relational leadership styles and how LMX is different
from other relational leadership theories will be analyzed. After that I will discuss the different
kinds of innovation including small innovation or innovation activities that focus on small
developments, and big innovation that aims to create big innovation in the market. Next, I will
talk about the traditional leadership that is based on giving orders and ignoring the employees’
feelings and opinions. A comparison between traditional leadership and relational leadership will
be thoroughly investigated. Specifically, I will mention the weak points of traditional leadership
and its bad effect on innovation. On the other hand, I will explore the many benefits of LMX
which is a part of relational leadership, and its great and positive effect on organizational
innovation performance. After examining the leadership types and its influence on innovation,
the different types of innovation and the importance of each type will be studied. Each type of
innovation is unique and special and has its own features. I will explore them and see how each
type of them help organizations to be profitable and stay strong in the ever-changing markets of
the Fourth Industrial Revolution era. Finally, the relationship between LMX and disruptive
innovation will be explained. I will mention the hypotheses of this research which state that the
relationship between LMX and Disruptive Innovation is a correlational one. In other words, if the
level of one element goes up the level of the other element will go up too. I will explain how

LMX, and disruptive innovation have a dependent relationship in organizations.

II Leader-Member Exchange Theory Framework
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Before I delve deeper into the concept and types of Leader-Member Exchange Theory (LMX),
I would like to talk about relational leadership and its meaning. Relational leadership requires
leaders to engage in a way where relationships with others is important and appreciated.! This
means that leaders who follow this style of leadership must be morally and ethically responsible
and adhere to the noble and humane rules of their society. In other words, leaders need to be
morally accountable to others. When communicating with others, one must be morally and
ethically responsible for his/her actions. In the heart of relational leadership, ethics and moral are
essential. The reason why is because communicating and interacting with others require us to pay
attention to what we say and do. This is different from other leadership styles where they focus
on traits and characteristics of leaders. Traits like charisma and courage are important, but they
do not give us the whole picture of leadership. The reason behind that is that when we only look
at the leader and his/her traits and characteristics, we miss the chance of looking to the way the
leader interacts and communicate with the followers. We all know that leadership consist of two
main components which are leaders and members. Without leaders there will be no members and
without members there will be no leaders. That is why in this research I propose that to be able to
look at the bigger picture of leadership we need to study and analyze both leadership and
followership. Studying only one factor will give us half the picture and will lead to the miss

understanding of the concept of the unexplored element whether its leadership or followership.

(1) Leadership and Relationships

Leadership styles that encourage building healthy relationships between leadership team and
employees are different than traditional leadership. In relational leadership employees work freely
and are enjoying the support of their leaders to be more effective and innovative. They feel safer
to try new things and challenge the normal way of doing things. On the other hand, in companies
that are using traditional leadership, we find that employees are not as free and as creative, and
the reason why is because they usually wait for their leaders and mangers to give them orders to
follow. They rarely use their imagination and creativity because they are afraid that their leaders
might reject their ideas (Ford, L. R., and Seers, A. 2006: 3). I explore in detail the differences
between traditional leadership that are based on giving orders to employees, and the relational
leadership styles such as LMX where the relationship with employees is considered a priority in
the organization. In this part the focus will be on relational leadership in general and LMX to

analyze the concepts and frameworks of these important leadership styles.

' Some researchers argue that analyzing leadership from the organizational structure is ineffective. They believe that
we need to study leadership within the social constructions of organizing. How leaders construct realities and
identities for their members is more important than analyzing leadership from organizational structure (Cunliffe, A. L.
and Eriksen, M. 2011; 1429), :
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(2) LMX Trust, and Relationships

After talking briefly about relational leadership now I would like to talk about its connection
to LMX theory. LMX is a style of leadership that is built around relationship between leaders and
subordinates. Both parties engage in the relationship to evaluate and see the ability and integrity
of the other person. For example, the leader will engage in a close relationship with the members
who frequently report to him. The leader will evaluate the ability, passion, loyalty, and skills of
the member. If the leader thinks that the member is good enough to be trusted, the leader will
form a high-quality LMX relationship with his member. On the other hand, members also will
evaluate and test their leaders to see if leaders will provide them with the necessary rescores and
with the rewards that members need. If both leader and member think the other party is
trustworthy, then a high-quality LMX relationship will be formed.

I will explain in detail the benefits that both leaders and members get when they form a high-
quality LMX relationship. But now I would like to mention the importance of trust in LMX. Trust
is very important in the forming of LMX relationship between leaders and members.!> Without
trust the relationship will not flourish and it will remain as a normal relationship between leaders
and members (Brower, H. H., et al., 2000: 227). Morals and ethics are important in human
relationships. Relational leaders and leaders who form high-quality LMX relationships with their
members understand. To build a healthy relation with their employees, leaders need trust, honesty
and transparency. When leaders build a healthy and strong relationship with their employees, hint
high-quality LMX relationship, the performance and confidence of their employees increase. The
environment become safer, and employees will have more opportunities to be effective and
innovative. That is why in this research I am encouraging the use of leadership that aims to build
a healthy relationship with employees such as LMX leadership style. I believe that traditional
leadership are not effective and does not help in making members more effective, creative and
innovative. In addition to providing safety and increase innovation performance in organizations,
some studies have found that LMX can also lead to a better job performance, satisfaction with
leaders and job, increased the loyalty of employees, enhance conflict management, and decrease
turnover rates (Gerstner, C. R., and Day, D. V. 1997: 827).

(3) LMX and Organizational performance
LMX has a positive effect on organizational and employee performance. In this paper, I

propose that if leaders incorporate LMX techniques into their leadership styles, not only

15 Trust is a vital element in high-quality LMX between leaders and members. On study done on 285 supervisor

subordinate dyads from a manufacturing firm in China, researchers found that trust perception of supervisors by their
subordinates can help explain the development of high-quality LMX. Furthermore, the trust perception may interact
with supervisor-rated emotional intelligence to influence the quality of LMX, and, consequently, work performance
(Chen, Z., et al., 2012: 597).
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innovation performance will increase, but also the overall satisfaction of both employees and
customers. Leaders who are using LMX leadership style understand that healthy and strong
relationships have a great power in transforming markets and creating a better and safer
environment for their members. Customers also can benefit from that because they are the end

recipients of products and services of companies.

III Leader-Member Exchange Leadership Style (LMX) and Traditional Leadership

Style: Differences and Comparisons

The differences between traditional leadership and relational based leadership styles such as
LMX leadership style has been discussed. Traditional leadership uses what is known as the
organizational hierarchy system. In such systems, employees are responsible for certain tasks that
are determined by the leadership team. Employees are not allowed to do anything until they take
the permission of their leaders. They set in their offices waiting for the orders to come from above.
On the other hand, relational based leadership styles like LMX, give a huge importance to
relationships with members. Leaders starts by evaluating their members to see who can be a
candidate for making a high quality LMX relationship with. When they find the right member,
they test them by giving some tasks to check their ability and loyalty. If leaders think that chosen
members are appropriate and good for the job, they will form a high-quality LMX relationship
with them. When that happen members will get a lot of benefits and rewards from leaders. They
will get the support of their leaders and they will get the necessary resources to do their tasks.
This will help them to increase their confidence and satisfaction levels. Leaders also will get the
loyalty of their employees, and they will get better organizational performance. We can see that
there is a big difference in terms of organizational performance and the leadership style used in
the organization. In traditional leadership, we found that employees are not satisfied with their
jobs and part of that is because they feel that their opinions and suggestion are not important in
the organizations. In addition to that, the relationship between leaders and members are governed
by the contract and there is no personal connection between the two parties. This can affect not
only innovation performance of the organization but also the health and well-being of employees.
In addition to that, some studies have found that there is a positive relationship between LMX and

task and citizenship performance (Martin, R. et al., 2016: 21).

When one look at the dynamic of both LMX and traditional leadership, one can understand
why LMX is more effective in producing good results at work. When employees feel that their
leaders or supervisors trust them and appreciate their ideas and, suggestions and opinions, their

performance becomes better. It explains the idea of reciprocity where when someone does
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something good for someone else, the other person will feel obliged to return that favor.! The
same thing happens in organizations, when leaders trust their employees and give them the
support they need, employees will feel the obligation to return the favor and will try to improve
their performance at work. On the flip side, the traditional leadership focus on giving orders and
meeting deadlines, and do not take into consideration the safety of the environment for employees.
In such organizations employees act like robots where they wait for their supervisor to tell them
what to do. They rarely use their skills and their own ideas to do the tasks. This results in decrease
in creativity skills in employees and lead to dissatisfaction with work because there is no challenge
nor excitement. In addition to that, employees feel insecure and fear for their job because there is
no personal connection with their supervisors, and the environment does not encourage and
nurture human relationships. The employees continue to work because they signed a contract and
they do it for the salary. In such environments innovation does not thrive and creativity is killed.
Leadership should be used not only to make profit for the organization, but also to help those
working for the company or the organizations to be better individuals. This makes sense because
if you have strong, confident, and creative employees, your organization will be much more
effective. I believe that leadership is the main tool that can be used to increase efficiency,
productivity, and innovation. Leaders can do that through the empowerment of their employees
and by focusing on building strong, healthy, and transparent relationships with their members.
When leaders do that, the atmosphere of the organizations will improve and becomes safer and
healthier.

Leadership styles that focus on the nurturement of human relations like LMX can have a great
effect on organizational environment and employees’ satisfaction. In one study researchers found
that a good LMX environment can help to increase creativity skills of employees. In addition to
that, mutual respect between members and supervisors, the commitment to the job and the
organization and the overall satisfaction improved (Naz, S. 2019: 68). Investing in building good
relationship with members is very beneficial for organizations. The benefits include better
financial results, better reputation among workers, better customer satisfaction and better creative
and innovative results. It is a win-win strategy where everyone can benefit from the results that
LMX environment can produce. That is why I believe that leadership should involve and focus

on human relationships and innovation.

In this paper [ define leadership as: Leadership is the process of influencing others to achieve

the desired goals of the organization. The influencing process is done through building healthy

16 Reciprocity is one of the most fundamental human behaviors. According to some research, reciprocity exchanges

are not limited to material goods and money but also can include symbolic value such as approval and prestige
(Cropanzano, R. and Mitchell, M. S. 2005: 890). This can be seen in the relationship between managers and
subordinates where loyalty to managers can be rewarded with attention, respect and financial incentives.
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relationships with members that encourage the development of job-related skills and creativity
and innovation skills. In this definition the importance of achieving the desired goals through the
empowerment of members is key to leadership. Leaders can do that by providing a safe and secure
environment for employees and by building a healthy relationship with them. They also do that
by supporting employees to develop their job-related skills and be more creative. If leaders forced
employees to do the tasks, and neglected their feelings and wellbeing it becomes dictatorship not

leadership

IV Disruptive Innovation Framework

In this research, I will focus on radical innovation or disruptive innovation, and these
innovation activities are big and aiming to create something completely new or create a new
service or a new experience for customers.!” Terms like radical innovation, breakthrough
innovation, and paradigm-shifting innovation are all words that describe innovation process that
is different from incremental innovation or sustaining innovation. Organizations need to engage
in some form of disruptive innovation for the long-term survival. Many organizations have
disappeared from the market because they ignore radical innovation and focus on incremental
innovation.'”® We will analyze the similarities and differences between the two types in the next
section.

Innovation is a great tool that organizations can use in their competition with other
organizations. Innovation is great because it makes the organization or company unique and
different from others and that what attracts customers to the company (Thomond, P., and Lettice,
F. 2002: 17). Radical innovation or disruptive innovation describes the technologies or services
that disrupt the market and change the way both suppliers and customers view and interact with
each other. For instance, a great example of disruptive innovation in the tourism industry is the

rise of Airbnb Company.!® Before that, customers would go to their destinations and would book

17 Big companies need to use radical innovation and include it into their corporate strategies. Some studies found

that most big companies engage in more market research on the value propositions of existing customer segments and
ignore radical innovation. Traditional management that focuses on improving existing products to keep their regular
customers may want to apply new innovation management strategies if they are to be successful in today’s global
markets (Stringer, R. 2000: 87). This can be extended to SMEs as well and the reason is because both big and small
organizations are experiencing the same environmental circumstances of global markets.

18 Companies can face the threat of bankruptcy if they do not react efficiently to disruptive innovation products from

other competitors in the market. One study done on Hasslblad Company found that lacking the resources to pursue
extensive internal development projects can be one of the reasons that restrain organizations from reacting in an
efficient way towards disruptive innovations in the market (Sandstrém, C., Magnusson, M. and Jérnmark, J. 2009:
14).

19" As one of the most famous peer-to-peer platforms in the tourism industry world, Airbnb has seen an extraordinary

growth in many countries in the world. The Disruptive Innovation methods applied by Airbnb made possible for the
company to claim that they have more listings than the top three hotel chains combined. Airbnb started as a small
company, but the company used Disruptive Innovation strategies to be one of the biggest players in the hotel industry
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a hotel room for their stay. Hotel chains like Hilton and Four Seasons Hotels dominated the market
of the hotel industry for decades with almost no competition. Airbnb provided a new innovation
and a new paradigm-shift in thinking. Instead of booking a hotel room, customers now can book
a room in an ordinary house for local people. This provided a new financial resource for many
local people and made booking a room much cheaper and easier to find. Before that it was difficult
for some people to find a hotel room if the hotels were fully booked. Now Airbnb services makes
easier for customers to find a place to stay. The innovation that Airbnb provided is that the website
of Airbnb is acting as a platform where both suppliers and customers can come in one place to do
the transaction. This is different from the traditional way where hotels had to buy a land and then
build the hotel and then buy the furniture of the hotel and find employees for the hotel. This is a
long process that takes a lot of time, money, and energy. Airbnb platform makes all that
unnecessary. You just to find a good room at your house and put it on the website so that
customers can see it (Almaloy Y. 2021 and Almaloy Y 2023).

Now that I mentioned one example of disruptive innovation in big organizations, I would like
to apply that to SMEs. What makes disruptive innovation very effective for SMEs is that it makes
them focus on Market Oriented Strategies. This means that SMEs are incorporating the strateg
of analyzing the needs of customers and buyer chains. In addition to that, SMEs will study the
markets and collect all the necessary information about both competitors and customers. What
makes disruptive innovation different from other types of innovation is that disruptive innovations
usually start small and unnoticeable. Over time they grow and become very popular and the new
entrants to the market become the big new players in the market. They do that by studying and
analyzing the needs of the unserved customers who are usually are not from the main customer
group. Companies that use disruptive innovation make smaller, cheaper, and easy to use product
or services that over time the main customer group leave the traditional favorable product or
service and shift to the disruptive innovative product. That is why disruptive innovation
techniques that are combined with market-oriented strategy is very effective for SMEs. Disruptive
innovation always causes the market to change, and the big players might lose the battle against
the new entrants. The new entrants to the market will introduce newer, cheaper, and easy to use
products that will make the loyal customers of the dominant companies think about shifting to the
new products. This happens to big hotel chains that we talked about above. A lot of companies
lost the battle and could not take the disruption that disruptive innovations have made in the

market.?0

(Volgger, M.et al., 2018: 4).

20 The environment can have a huge impact on Disruptive Innovation dynamics. One study that Disruptive

Innovation in China differs than developed countries in three ways. One, Chinese Disruptive Innovations focus on
offering a range of differentiated value propositions including delivering high technology at low cost. Two,
Disruptive Innovation products performance improves more rapidly compared with developed markets. Three, they
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V Disruptive Innovation and Incremental Innovation: Similarities, Differences and

Effectiveness

Innovation is invaluable tool for organizations of all sizes, and it is important for long-term
survival. In this paper, innovation will be divided into two main types. The first type is radical or
disruptive innovation. The second type is, incremental or continues innovation or what some
researchers refer to as Kaizen.2! Although, both kind of innovation is important for companies,
most companies ignore radical or disruptive innovation. There are several reasons that make
companies ignore disruptive innovation. One, disruptive innovation requires the investment of
time and money. SMEs are always struggling with resources, and they lack the proper human and
financial resources. That is why we find many leaders of SMEs avoid dealing with disruptive
innovation and focus their attention and effort on incremental innovation. Two, radical innovation
involves risk and ambiguity, and that makes the involvement in a disruptive innovation activity
very uncomfortable for leaders of many SMEs. Disruptive innovation starts when new entrants to
the market start to focus to the underserved customers. They develop new products to meet
customers’ needs, and they keep developing them until it reaches a point where it can compete
with the products and services of the big companies in the market. The process of the disruptive
innovation that it takes time, money, and effort until one can see the desired results. Whereas
incremental innovation is faster, easier and it does not require a lot of time and money. Most
companies focus their energy on incremental innovation because they think that making products
for regular customers is what will make profits. They believe that engaging in disruptive
innovation is risky and cost a lot of time, money, and energy. In addition to that, they believe that

disruptive or radical innovation is ambiguous, and the results are not guaranteed.

(1) Radical Innovation
Some researchers found that radical innovation involves and require new skills, analyzing the
current markets and the needs of customers, and introducing new systems inside the organization

to be able to engage in radical innovation (McDermott, C. M. and O'connor, G. C. 2002: 424).22

achieve large scale sales volumes because they are directly launched into a mass market (Williamson, P. et al., 2020:
21).

2 Kaizen is a Japanese word that refer to a process of continuous improvement of the standard way of work.
Continuous Improvement is one of the core strategies for excellence in production and is considered vital in today’s
competitive environment (Singh, J., and Singh, H. 2009: 51). Kaizen is one of methods that led to the success of
Japanese companies and has been adopted by many countries around the world.

22 Radical innovation is different than incremental innovation also known as (Kaizen). Radical innovation requires

more resources, and it is usually surrounded by instability and unpleasant surprises. One study found that has been
done on five companies had found that proactiveness, risk-taking, autonomy, and competitive aggressiveness, lead to
the development of radical innovation (Lassen, A. et al., 2006: 363).
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When one read the characteristics of disruptive innovation, one can understand why in most
organizations leaders always try to avoid it. However, disruptive innovation is important and
without it organizations of all sizes might face the threat of losing their share in the market place.
The reason why disruptive innovation is important is because we live in an era where everything
around us changes quickly and without any previous warning. This is due to the changes of the

Fourth Industrial Revolution.

(2) SMEs and Disruptive Innovation

Companies are competing all the time with each other to invent new products and systems to
attract new customers or to keep their regular customers. If SMEs ignore disruptive innovation
and focus their energy on incremental innovation, the new entrants will turn the table and it will
be very difficult for the losing companies to catch up after they lose. Disruptive innovation
technologies at first provide different sources of values. At first these technologies can be
unpopular among mainstream customers. However, overtime these technologies improved and
become cheaper, smaller, and easy to use. This attracts the attention of the mainstream customers,
and they start to shift from their preferred regular products to the newly disruptive technologies.
When firms engage successfully in disruptive innovation activities, they can create a new value
network and that can challenge the incumbent companies (Adegbile, A., Sarpong, D. 2018: 5).%
When the new entrants succussed in attracting the customers of the incumbent companies, their
disruptively innovative technologies and products keep improving until the incumbent companies
lose the battle and in so many cases exit the market. Engaging in radical and disruptive innovation
is not something that organization can ignore. If they choose to avoid it and focus on incremental
innovation, they will risk losing the battle to the new entrants to the market.

Disruptive innovation can help SMEs and big companies to be profitable and create a big
name for their products among customers. Disruptive innovation might be risky and ambiguous,
and the results might not show immediately. However, this should not be a reason for
organizations to refrain from engaging in disruptive innovation activities. Because they will lose
the benefits of disruptive innovation which include better financial situation, better customer
satisfaction and better chances of long survival. Disruptive innovation gives organizations the
advantage of being the attacker and not the defender. Firms that relay on incremental innovation

usually are surprised with the disruptive innovation technologies, and they react late to try to

23 One of the main characteristics of Disruptive Innovation is its ability to create new value. This means that

companies that use disruptive methods to innovate can create new markets and new line of customers. One can see
this in examples like Airbnb where the owners of private homes become the main providers of the service in the
hospitality world and chain hotels lose the battle against the platform. This ability cannot be seen in incremental
innovation because the main goal is to make small improvements on the current product or service for the main group
of customers. The purpose is not to pursue a new line of customers but to keep the regular customers.
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defend their market share. But, because the disruptively innovated technologies and products are
cheaper and more convenient, they fail to defend their products and fail to imitate the new
technologies. We said that disruptive innovation takes time, and the organizations that choose to
disruptively innovate, will have the advantage of being experts in the making of the new products.
So, organizations should avoid the strategy that only focus on incremental innovation, and they

need to adopt disruptive innovation (Almaloy Y. 2021 and Almaloy Y 2023).

VI Innovation, Leader-Member Exchange Theory (LMX) and SMEs: Relationship,

Barriers, and Stimulants

[ discussed earlier the importance of innovation for SMEs and the role innovation plays in the
long-term survival of companies of all sizes. Innovation is a vital element for both big and small
companies and it can either help them to stay in the market or it can lead them to lose their market
share and exit the market. The rapid changes that are happening in the global market because of
the new technologies that are entering the market and our lives in a fast-paced momentum forced
companies to innovate and change their policies and strategies in a regular basis (Ancona, D. and
Caldwell, D. 1987: 1; Amabile, T. M. 1988: 124). When searching the literature, most of the
research that investigating innovation barriers focuses on two main bartiers. The first barrier
concerns the lack of money, and the challenges SMEs face because of the lack of the necessary
financial resources. The second barrier is concerning the factors that affect the importance of
innovation for managers (D’Este, et al., 2012: 483). However, factors like leadership and
organizational environment are vital elements for innovation. For example, the relationship
between leadership and innovation is a strong one. Some researchers propose that leadership is

one of the most powerful elements in innovation (Mumford, M. et al., 2002: 707).%*

(1) Organizational Climate and Innovation

Organizational climate also plays an important role in the enhancement of innovation
performance. For instance, some researchers find that climate can help organizations to improve
the implementation of creative ideas. In addition to that, it can lead to more employee and
consumer satisfaction and enhance the perception of service effectiveness by customers (Aarons,

G. A., and Mrfeld, D. H. 2012: 2). It is important to know that, even if organizations have the

24 In his article, Dr. Park states that innovation requires the ability to think outside the box and anticipate new

directions and trajectories that are different from the old ones. People usually find it hard to let go of old ways of
thinking and find it difficult to abandon old traditions and customs (Park, 2016: 653). From this example, one can see
the strong relationship between leadership and innovation. Changing old habits and the shift in old ways of thinking
require strong and wise leadership. If the organizations did not encourage their employees to think outside the box, it
would be very difficult for employees to improve their innovative and creative skills.
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necessary financial resources, without proper leadership and supportive climate, innovation can
be very difficult to realize. To fill the gap in the literature, in this research [ will focus on leadership
styles and organizational environments that enhance or prohibit innovation.

A lack of trust and cooperation is considered one of the innovation barriers in SMEs (Talegeta,
S. 2014: 100). When leadership focuses on profits and ignores the well-being of employees, the
innovation performance deteriorates. I mentioned earlier that the traditional leadership style that
focuses only on profits and ignores making authentic relationships with employees, is not
effective in producing innovative results. Leaders, who apply the traditional leadership style,
rarely give importance to the ideas and suggestions of their employees. Their relationship with
their employees is not strong and lacks trust. This leadership style creates a lot of damage to the

innovation ability of SMEs, and to the personal relationship between leaders and members.

(2) LMX and Organizational Climate

To overcome this problem, I propose that the use of LMX leadership style can help to
overcome this challenge and enhance the innovation performance in SMEs. To explain how the
LMX influences innovative behavior, one needs first to understand the dynamics of the interaction
between leaders and members. At first, the relationship might be formal, and the two parties
engage in a relationship process or role development process to decide over time how much
autonomy, decision latitude and influence members can have. Over time, some leaders and
members will move beyond simple economic exchange to a higher relationship that is based on
social exchange. In high quality LMX leaders and members develop mutual trust, liking and have
meaningful communication (Scott, S. G., and Bruce, R. A. 1994: 584). If there is trust between
leaders and members, the innovation performance will improve. Members will feel more
confident in speaking their minds and suggest creative ideas. They will have more courage to
challenge the status quo and present different methods and strategies that are different from the
old methods. LMX can be a powerful tool that leaders can use to boost the confidence of their
employees. Unlike traditional leadership style that places little importance on relationships with
employees, LMX leadership style promotes trust between leaders and members. In addition to
that, it places a great importance on the wellbeing of employees, which leads to the enhancement

of innovation skills and job satisfaction.

(3) Organizational Creative Abilities

One of the innovation barriers that SMEs face is the organizational environments that do not
support innovation. These kinds of environments usually prefer to stick to traditional leadership
that is based on giving orders for employees and to the normal way of doing things and refuse to

change (Cordeiro, A., and Vieira, F. D. 2012: 3). Innovation comes after creativity has been
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established. Creativity is simply the new ideas that can add value to an organization or society.
When the organizational environment is not safe and not supportive of employees, it can be hard
to produce innovative work. When employees are not given the opportunity by their leaders to
speak their mind, and share their ideas and suggestions freely, creativity and innovation can be
difficult to achieve. For organizations to be innovative, leaders need to provide safe and
supportive environments. Organizations need a flexible and caring environment if they want to
engage in innovation activities (Kanter, R. 1988: 95).

This is where the importance of LMX leadership style comes because it focuses on human
relationships and the encouragement and supporting of employees. When leaders start to focus on
building healthier relationships with members, the culture of the organization changes for the
better. The environment of the organization changes from a suppressive environment, to a safe
and encouraging environment. In addition to that, employees will feel safe to share their ideas and
this will lead to the enhancement of creativity and innovation. Sharing ideas freely is important
for producing creative ideas, because creative ideas are the raw material for innovation. Some
researchers have found that organizational climates that support emotional safety and dynamism
and risk-taking propensity can be effective in developing innovation performance
(Thiruvenkadam, T. and Kumar, K. S.2018: 165). LMX makes it possible for leaders of SMEs to
be emotionally supportive of their employees and encourage them to take risks and develop their

skills and deepen their knowledge about their profession.

(4) Conclusion

In conclusion, leadership styles such as LMX that encourages building healthy and
meaningful relationship with employees are the basis of innovation. This is because healthy and
supportive relationships lead to a healthy and supportive organizational environment. If the
organizational environment is safe, healthy, and supportive of employees this will lead to the
enhancement of creativity skills of employees. When creativity skills are strong and healthy, the
result is enhanced innovation performance. When employees feel safe and secure to challenge the
status quo and come up with new and creative ideas this will act as the first building block for

innovation.

VII Leadership, Creativity and Disruptive Innovation: Relationship, Dynamism
and Efficacy in SMEs

In this section I will explain the relationship between leadership, creativity, and innovation and
how they interact and work in relation to each other in SMEs. In this paper I believe that leadership,

creativity, and innovation are inseparable. For SMEs to produce successful innovation results they
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need first to have a supportive, encouraging, and transparent leadership. It all starts with
leadership and without the support of leadership there will be no creativity and there will be no

innovation. For SMEs to produce innovative products and services they need creative ideas.

(1) Leadership support and Creativity

Creative ideas are produced by employees, and they need to develop and enhance their
creative skills to do that. Creativity skills are developed in safe and secure organizational
environments. In such environments leaders are supportive and provide the emotional security
that employees need. When leaders do those employees in SMEs will feel satisfied and motivated
to be creative and innovative. Here is what Amabile and colleagues have to say about the role of
environment and leadership in the support and encouragement of employees’ creativity: Like
other crucial organizational outcomes, creativity, and innovation stem not only from overall firm
strategy and access to resources but, more fundamentally, from the minds of the individual
employees who, alone or with others, carry out the work of the organization every day. The extent
to which they will produce creative—novel and useful—ideas during their everyday work
depends not only on their individual characteristics, but also on the work environment that they
perceive around them” (Amabile, T. M., et al., 2004: 5). The evidence above shows that for
employees to produce creative ideas, they need more than the induvial characteristics that enable
them to be creative. In other words, they need to perceive a work environment that is supportive

of their creativity talents (Almaloy Y. 2021 and Almaloy Y 2023).

(2) Leadership Definition

One of the main ideas of this research is the leadership definition that we come up with after
reviewing the literature. Our definition of leadership is Leadership is the act of influencing others
through building healthy, meaningful, and transparent relationship with followers that lead to the
development and growth of their creative, innovative, job related skills and personal skills. I
mentioned before that without Disruptive Innovation companies might lose their combat against
new entrants to the market and lose their market share. Therefore, focusing on radical innovation
types such as Disruptive Innovation is a necessity for SMEs if they want to survive for the long
term. In other words, if innovation is necessary, then creativity is necessary too. And if creativity
is important for innovation and safe and secure organizational environment is a prerequisite for
creativity then leadership is the main element here. Leadership is the main element because if
leadership does not provide the proper environment for creativity innovation will not be produced,
and that is why I think that leadership, creativity and innovation are inseparable, and they are all

important for the end result which is successful disruptive innovation.
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Figure 22: LMX effect on Organizational Environment, Creativity, and Innovation
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VIII Leader-Member Exchange Theory (LMX) and Disruptive Innovation:

Correlation, Interdependency and Potency

One of the hypotheses of this paper is that there is a positive correlational relationship between
Leader-Member Exchange Theory (LMX) and Disruptive Innovation. Before explaining the
relationship between the two components and how they react to and with each other, I will briefly
explain the characteristics of each element. I will start by explaining the dynamism and nature of
Disruptive Innovation and how Leader-Member Exchange Theory (LMX) can help to improve it.
First, it is safe to say that Disruptive Innovation is a kind of leadership style. That is because
leadership is about influencing, and what disruptive innovation does is that it invents new
technologies, products and services that influence the market and change it forever. We can take
the Airbnb as an example in the hotel industry. Their Disruptive Innovation model has changed

the hotel industry completely.

(1) Process of Disruptive Innovation

Disruptive Innovation starts slowly at the bottom. Employees how poses the required skills
and knowledge of their field, come up with new, unusual and useful ideas and inventions that can
serve customers who do not belong to the mainstream customer group. These customers are called
the early adopters, because they adopt the new products and services that are the result of the
Disruptive Innovation of companies. At first, these products and services can be unpopular among

the mainstream customers. However, the early adopters keep consuming these products or using

82



the disruptive services. During this time the companies that are producing these products keep
developing them and improving them and make them smaller, cheaper and more convenient than
other products.

After a while when the products reach a certain point of perfectionism and reach a point where
they can meet the needs of mainstream customers, the mainstream customers start adopting the
new disruptively innovative products. When that happens, the dominant firms start losing their
customers and the new entrants to the market with their new disruptive innovation products
dominate the market. The mangers of dominant companies often are confused by why they lost
the battle against the new entrants companies. They do everything right and they plan well, listen
to their mainstream customers and invest in popular products. But what these companies are doing
is just incremental innovation or Kaizen. They do not invest in Disruptive Innovation products
because they are not popular among mainstream customers. By not doing that they give the chance
to the new entrants to develop new products and take their share of the market (Martinez-Vergara,
S. J., and Valls-Pasola, J. 2020: 2). When entrants become the dominant players in the market,
failing companies find it very difficult to compete and there are companies that have gone

bankrupted.®

(2) Risks Involved with Disruptive Innovation

Disruptive Innovation is a long and a risky process. It takes time, effort, and money to engage
in Disruptive Innovation activities. It is about investing in something that has never proven to be
successful, but you do it anyway. These kinds of activities usually are intimidating, and employees
do not feel comfortable to engage in something that is unclear and ambiguous. Here where the
importance of LMX comes and can help SMEs to produce good Disruptive Innovation products
and services. I mentioned before that high quality LMX relationship is characterized by honesty,
transparency, healthy and meaningful relationship between leaders and members. In such
relationships both leaders and members do their best to encourage, assist and help the other person
and make sure that they get the necessary resources to do their tasks. Leaders give members
respect, money and other rewards for their loyalty. Members give their leaders good job results,
working hard and stay loyal to the company.

These characteristics of LMX help to create a safe and secure environment for employees in
SMEs which in return enable them to engage in Disruptive Innovation activities. In addition to

that, it allows them to be more creative and more courageous and have more confident to

% Disruptive Innovation has led companies such as the Kodak camera, the Bell telephone, and the Ford Model T. to

vanish from the markets (Cortez, N. 2014: 175). Whole industries have been destroyed and exited from the market
because of Disruptive Innovation. I argue that organizations of all sizes need to include Disruptive Innovation in their
corporate strategies to avoid such negative results.
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challenge the normal way of thinking and challenge the status que. If SMEs use a traditional
leadership style which is based on giving orders and excepting employees to do only what is asked
of them, then the environment will not be emotionally safe which will affect creativity negatively
and Disruptive Innovation. That is why in this paper I propose that the positive characteristics of

LMX can be used to eliminate the bad side effects of Disruptive Innovation.

(3) Factors Hinder Disruptive Innovation

There are many factors that can paralyze companies and prevent them from successfully
engaging in a disruptive innovation activity. For instance, maintaining the status quo is considered
one of the reasons that prevent companies from engaging in Disruptive Innovation activities. Most
companies prefer things to be the same, and they avoid change and avoid anything that may cause
disturbance to their usual way of doing things. This can be very damaging to creativity and
innovation because they require change in mentality and behavior. Another factor that may
prevent Disruptive Innovation is related to mentality and it is when companies refuse to adopt
new ideas and models of the company. This can reinforce groupthink and kills the individual
characteristics of employees. Some companies do that because in doing so they avoid arguments
and avoid risk, but this is not a successful strategy (Assink, M. 2006: 221).

Avoiding change and sticking to the daily routine can be bad for disruptive innovation. Also,
avoiding arguments with managers or employees can lead some people to stay quiet and refrain
from giving their opinions. However, the characteristics of LMX can help to ease this problem
and lead to a successful disruptive innovation. For example, I mentioned above that avoiding
arguments can lead to weak innovation performance, but in a high-quality LMX relationship both
leaders and members have a great and meaningful relationship that employees are not afraid to
say their opinions and to share their new creative ideas. In addition, high-quality LMX
relationship is always transparent, authentic, and strong. This allows members to challenge the
status que and come up with new and unique ways of thinking. In high-quality relationships, both
members and leaders try to protect each other and work as one team. This mentality allows them
to speak their minds and engage in productive arguments. They exchange ideas and listen to each
other carefully, and this allow them combine creative ideas that can be later turned into innovative
products and services. Moreover, innovation can be hard to realize if employees do not perceive
the environment as an encouraging place for creativity.

Through building high-quality LMX relationship with members, LMX can help to make the
organizational environment more encouraging for creativity. Member will be motivated and will
engage in creative tasks that will lead to innovative products and services. Lastly, Disruptive

Innovation is a hard process that requires financial and human resources. It can create ambiguity

84



and uncertainty among members. By building high-quality LMX relationships organizations can

overcome these challenges and achieve the desired goals.
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Figure 23: Disruptive Innovation and LMX Dynamics
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IX The Innovation of The Fourth Industrial Revolution: How to Use LMX to Reduce
the Negative Effects of The Fourth Industrial Revolution and Increase

Organizational Performance

The time of the Fourth Industrial Revolution is often described by many to be an era of rapid
changes and transformations. These changes are not restricted to firms, companies, and
organizations. In fact, our lives, and the way we do things have changed during the last twenty
years. This is because of the technology invented in recent years which has created a lot of

¢ However, in this paper I propose that there are some

opportunities and challenges.
characteristics of the innovation of the Fourth Industrial Innovation that can kill the innovation
process and prevent it from moving forward. Creativity is essential for innovation and without it
innovation cannot be produced. This is because innovation is simply the implementation of the
creative ideas produced by individuals and companies. For creativity to grow and flourishes,
leaders need to create a supportive and emotionally secure environment for employees. In addition
to that, leaders need to promote healthy and meaningful relationships with employees. Leaders
need to emphasize the importance of transparency, honesty, and positive attitude towards and
among employees. This will help to increase job satisfaction and emotional security inside the

organizations and as a result creativity skills will improve.

(1) Technologies of the Fourth Industrial Revolution (4IR)

When one examines the new technologies of the Fourth Industrial Revolution, one can notice
that these new technologies are enforcing and popularizing the virtual worlds in favor of the
natural face-to-face meetings.?’ Although this is a completely new concept and we still lack a
complete understanding of this phenomenon, we still can tell that it is hard to build a transparent
and meaningful relationship through meeting with employees online alone. In addition to that,
when we look at the technologies and inventions of the Fourth Industrial Revolution, we find that
many of these inventions are replacing humans with machines in factories and organizations, in
order to reduce costs and increase profits. This can be harmful for creativity and innovation,

because machines do not have the creative and innovative mind like humans. They can be precise,

2% Technological advancement has always been beneficial for companies and societies. From reducing the time, the

product or the service take, to the quality of products to speed of distribution. All these are examples of the benefit of
new technological advancement. However, technology can have a negative effect on people and can lead to bad
results. In one study, researchers find that scientists and engineers often disagree with philosophers of technology
over whether technologies are value neutral. Moreover, they argue that technologies really can make good people do
bad things (Morrow, D. R. 2014: 342).

27 Virtual Reality can have some positive effects on the tourism industry. Some researchers found that Virtual reality

(VR) offers tourism many useful applications that deserve greater attention from tourism researchers and
professionals (Guttentag, D. A. 2010: 637). Tourism Industry can benefit from new technology by creating new value
in markets that will help to attract new customers.
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efficient and they can help companies to reduce costs, but they cannot produce novel and unusual
ideas, because this an ability that only humans can do. In recent years and to save as much
financial resources as they can, many managers have adopted new technologies that enforces and
promote online working. These technologies don’t help us as humans to connect in a meaningful
and authentic ways. And they are certainly don’t help managers in building the emotionally safe
environment that is necessary for the stimulation of creativity. These virtual worlds don not allow
employees and their supervisors to build authentic and transparent relations.?®

Using the tools and principles that LMX provide can help to eliminate and reduce the bad
effect of the new innovations. For instance, one of the main principles of LMX is that it focuses
on building and nurturing human relationships. This principle can be used to guide the innovation
process. Innovation and leadership cannot be separate from each other, and without the support
of leadership innovation can be difficult to obtain. The principles of LMX should lead all the
innovation endeavors to ensure that the emotional support and the satisfaction are provided for
employees which in turn will enhance their creativity skills. Any innovation process that is aiming
to reduce the financial cost at the expense of building healthy relationships with employees is bad
for innovation in the long run. This is because the market and the needs of customers are changing
all the time, and if there are no human creativity there will be no innovation. So, it all starts with
leadership because it is the main provider and supplier that can train and support creative talent
of employees and after that provide the necessary resources for successful innovation. What is
wrong about some of the innovations of the Fourth Industrial Revolution is that they kill the
creativity by deemphasizing the importance of human contact and human relations in favor of
machines and computers. Here is what Teresa M. Amabile says about the relationship between

creativity and innovation, and how creativity is the first step towards innovation:

“At its heart, creativity is simply the production of novel, appropriate ideas in any realm of human
activity, from science, to the arts, to education, to business, to everyday life. The ideas must be novel—
different from what's been done before—but they can't be simply bizarre; they must be appropriate to
the problem or opportunity presented. Creativity is the first step in innovation, which is the successful
implementation of those novel, appropriate ideas. And innovation is vital for long-term corporate
success. Because the business world is seldom static, and because the pace of change appears to be

rapidly accelerating, no firm that continues to deliver the same products and services in the same way

2 In this research | say that traditional ways of communication such as face-to-face communication is better than

virtual reality communication. In organizations, trust and honesty are essential for innovation and other operational
procedures. Suggesting new ideas that goes against the norm requires courage and trust. Virtual reality
communication does not help people to trust each other because it does not give them the opportunity to build natural
communication that leads to trust.
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can long survive. By contrast, firms that prepare for the future by implementing new ideas oriented

toward this changing world are likely to thrive “ (Amabile, T. M. 1997: 40).

Creativity is essential for innovation, and it is considered the first step toward innovation.
Organizational support and emotional security are vital to produce novel and creative ideas. Any
innovation that leads to diminish and weaken this factor is considered a bad innovation and it will
lead to a weaker innovation performance. The role of leadership is vital in fighting the negative
side effects of some of the new technologies of the Fourth Industrial Revolution and to prioritize

human relations (Almaloy Y. 2021 and Almaloy Y 2023).

Figure 24: The Negative Effects of the Fourth Industrial Revolution
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Figure 25: The Positive effects of LMX on Innovation

Creative and -
original ideas that
canbeusedto

Supportive and generate successful
emtionally sucure disruptive
organizational innovation products

enviroments and services

" Leadership that is
uses LMX principles
to promote healthy
and meaningful
relationships

Source: Made by the author

Next, the theory of Disruptive Innovation and the nature, dynamic and history of it has been
analyzed. In this research I divide innovation into two main types which are Disruptive Innovation
and incremental innovation. Disruptive Innovation is different that incremental innovation.
Disruptive Innovation usually focus on big and drastically different changes, where incremental
innovation is more about development and improvements of existing products and services. The
next section was about innovation barriers in SMEs, and I mentioned how LMX can be used to
eliminate these barriers and improve innovation performance in SMEs. In addition to that, the
positive side effects of LMX can be used to deal with the negative side effects of Disruptive
Innovation has been explored. Finally, I mentioned the bad effects of the Fourth Industrial
Revolution on innovation. It is bad because it does not value the human relations between leaders
and members, and it aims only to reduce financial cost for companies. This can be very for
creativity which in turn affects innovation in a bad way. LMX can help to overcome these
challenges through building high-quality relationships that are based on honesty and respect. This
can increase creativity and innovation skills and improve the overall performance of the

organization.
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X LMX and The Fourth Industrial Revolution (4IR): Relationship, Dynamics,

Resemblance and Dissimilarity

(1) Introduction

In this section I would like to mention the relationship between LMX and The Fourth
Industrial Revolution (4IR). To do that I will first talk about the characteristics of each component
separately. After that I will point out the similarities and differences between LMX and 4IR. Next,
the relationship between the two components will be analyzed. Finally, I will mention the
mechanism in which LMX, and 4IR can be used together to help enhance Disruptive Innovation.
I talked about LMX and 4IR in detail in the above sections. However, here I will focus on the
points that clarify the relationship between them and the points that help to enhance Disruptive

Innovation.

(2) The Unique Characteristics of LMX Style of Leadership

Simply put, LMX is the study of the interaction between leaders and followers. in the past
leadership research focused only on the behavior of leaders. However, scholars started to put more
importance on the way followers affect and impact leadership. LMX is based on the Social
Exchange Theory (SET). The theory dictates that when one does a favor for someone the other
party will usually return the favor. When leaders and members do that, their relationship moves
from an “economic exchange” based relationship to a “social exchange” relationship. They keep
doing favors for each other and helping each other until the relationship reaches a level where
leaders and members are no longer constrained by the job description, and their relationship
becomes so strong that they always try to protect each other's interests (Erdogan, B., and Bauer,
T. 2014: 1-2). So, one of the most things that distinguishes LMX is reciprocity and its dependence

on the take and give interaction between people.

(3) The Unique Characteristics of The Fourth Industrial Revolution (4IR)

As I explained in the Literature Review section that 4IR was the result of three past
revolutions happened before. Industrial Revolution refers to the shift in economy structure or the
advancement in manufacturing industry and the shift from agriculturally based economy to
mining based economy. The First Industrial Revolution started in the late eighteenth century and
ended in the nineteenth century. Major developments took place in the textile, steam power and
iron making fields (Agarwal, H., & Agarwal, R. 2017: 1062). These industrial revolutions helped
to shape the global economy in the following years.

Now I would like to mention some of the unique characteristics of 4IR. A study done by

Philbeck, T., and Davis, N. (2018), to investigate the elements that distinguish 4IR. They found
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that the Fourth Industrial Revolution will have impact on the way people interact, and we will be
more connected through systems. This empowered system will create many opportunities for
humans to grow and thrive through stronger and complicated set of systems between individuals
around the globe (Philbeck, T., and Davis, N. 2018: 17). It is clear from the description above that

connectedness and interaction is one of the main points of 4IR.

(4) LMX, The Fourth Industrial Revolution (4IR) and Disruptive Innovation

I mentioned based on the data from the research above that LMX is reciprocity process
between leaders and members that takes the form of give and take interaction between people.
Also, I said that 4IR is characterized with connectedness and interaction between people. This is
the main similarity that LMX and 4IR have in common. They provide a platform for people to
connect and share ideas with each other. A study by Paulus, P. B., and Yang, H. C. (2000), that
examined the effect of idea sharing and generation on organizational creativity. The study
revealed that sharing and generating ideas among groups will lead to developed creativity if
coupled with attention and incubation (Paulus, P. B., and Yang, H. C. 2000: 76). LMX and 4IR
provide a platform for leaders and employees to share ideas and deepen their relationship.

I believe that if leaders adopt LMX leadership style and use the technology of 4IR such as Al,
Cloud Computing and IoT to connect with their followers, organizational creativity will improve.
This improvement in organizational creativity can be turned into Disruptive Innovation products.
I mentioned before that creativity is the first step towards innovation. If used properly, LMX and
4IR can provide many opportunities for leaders and organizations to enhance their creative and
innovative capabilities. In addition, 4IR technology and its ability to provide connected systems,
will be a great tool by leaders to connect more with employees and build high-quality LMX. 1
explain in detail in the following sections how can LMX increase organizational environment
safety, individual creative thinking skills, and motivation. All these factors are of vital importance
for Disruptive Innovation. In summary, the relationship between LMX and 4IR can be seen in
their similarity in providing a platform for leaders and followers to stay connected with each other.
Also, it enables organizations to share and generate creative ideas which is necessary for

producing Disruptive Innovation.
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Figure26: The Relationship Between LMX and The Fourth Industrial Revolution (4IR)

Source: Made by the Author

XI Conclusion

In this section, the concept and the framework of relational leadership and its types has been
explained in detail. I also mentioned the history and the development done on the Leader-Member
Exchange Theory and how it changed drastically since its adoption in the early 1970s. Leadership
research was focusing on the way leaders dealt with their members. After LMX the literature of
research has changed, and it started to pay more attention to the role members play in successful
leadership. Leadership styles that emphasize the role of human relationships is far more effective
than traditional leadership that is based on giving orders to employees to do their job. Traditional
leadership can be very ineffective in stimulating creativity in organizations. Leaders and
supervisors treat their employees like robots, and they rarely care about their ideas and emotions.
This create an environment where exchanging of ideas is not popular because employees do not
feel emotionally safe to share new ideas and concepts that are different from the status quo. When
it comes to the stimulation of creativity and innovation leadership styles like LMX can be way
more efficient than traditional leadership. It appreciates the relationship with employees and make
sure to build health and meaningful relationship with employees. This style can encourage
employees to share their new and novel ideas and it helps to create a more encouraging and

supportive environments.

93



Part III Leader-Member Exchange Theory (LMX) and Servant
Leadership: Similarities and Differences

I Introduction

Leadership is a complicated topic and scholars have been studying its effect on people and
organizations for decades now. However, researchers find it difficult to tell exactly what the nature
of leadership is and how leaders develop their skills. Leadership is an essential component for
any organization regardless of its size, type, and location. The importance of leadership lies in its
ability to provide a roadmap for organization. It provides organizations with mission, vision and
goals that makes it easier for members to channel their energy towards achieving the desired goals.
In addition to that, it provides stability and gives the employees the strength to face hardships and
helps them to be more creative and innovative.

Although leadership is vital for organizations, leaders are not the same and there are many

? For instance, transformational leadership, transactional leadership, and

leadership styles.
democratic leadership. Some studies have found a direct relationship between leadership style
and organizational performance (Al Khajeh, E. H. 2018: 2). People are different and they have
different ways of thinking and different ways of looking at the world. These personal traits have
a direct impact on the individual's leadership style. In addition to that, the culture, background,
country, and religion also have an impact on people and therefore on their way of leading others.
Although researchers in the field of leadership tend to categorize leaders into specific groups like
transformational leaders and democratic leaders, we must say that not all transformational leaders
are the same and not all democratic leaders are the same. According to research, for leaders to be
authentic they need first to engage in a series of self-improvement strategies to be authentic
leaders. These strategies or steps include self-discovery and reflection to identify the values that
are consistent with who they are and are in line with their value system (Baptiste, B. (2018: 1).
Leaders need to know their higher values that they live by for them to be authentic leaders.
This means that even if leaders belong to the Democratic Leadership Group for example, it does
not necessarily mean that they are all the same. The reason why is because even though
democratic leaders share some characteristics, they still have different values and belief systems
and that has a direct impact on leadership styles of everyone. In this study I will focus on LMX

and Servant Leadership, and the reason behind that is because of the many similarities LMX and

2 Leadership style can have a huge impact on organizational productivity. Every leader is different and has his or

her own way of influencing others. The conditions in which leaders are born and raised and the cultural and social
circumstances where they grow up can affect how they interact with their environment. In one study researchers
found that companies must have effective leaders who understand the complexities of the rapidly changing global
environment. If the task is highly structured and the leader has good relationship with the employees, effectiveness

will be high on the part of the employees (Nanjundeswaraswamy, T'. S., and Swamy, D. R. 2014: 57).
94



Servant Leadership share with each other.

II Social Exchange Theory (SET)

Before delving into the topics of LMX and Servant Leadership, I would like to shed light on
their roots first. The main concept or theory that is considered the raw material for LMX and
Servant Leadership is Social Exchange Theory (SET). This theory is an exchange-based view of
social behavior between individuals. The exchange process between individuals can be material
and non-material things. When someone does a favor for another person, that person is obliged to
return that favor. This means that human actions are affected by this kind of exchange. SET puts
an emphasis on the interaction between individuals and considers the exchange they do as the
main fuel for their relationship (Cortez, R. M., and Johnston, W. J. 2020: 126). For example, when
someone receives help from another person, he or she can feel that they owe that person a favor.
They repay that favor and both parties continue to do that until their relationship becomes strong
and healthy. We can find that not only between family members, but also between friends and co-
workers.

One of the many characteristics that SET has is its ability to analyze human relationships and
the factors that lead to the continuity of the relationship humans have with each other. This is
because SET uses what is called a cost versus reward analysis to understand how human
relationships continue to thrive. This theory stems from our need as humans to exchange resources
with each other to survive. This was true one thousand years ago when humans used to live in
caves and hunt animals to feed their families, and still true until today where humans have
devolved a lot as a society. People need to exchange resources between each other to survive, and
the exchange of things can be tangible like food or money, and it can be intangible like respect
and love. According to this theory, any exchange between humans is an exchange of resources,
whether the exchange things are tangible like money and gifts or intangible like emotions and
ideas.

Some argue that the most important things people exchange with each other are not tangible
and are not monetary items. As a matter of fact, social approval and respect are considered among
the most valuable things that humans exchange with each other. One can find that clear in the
relationship between family members and one’s significant other. Some researchers found that
the concept of SET can increase organizational commitment. When employees join the
organization because of its supportive environment, they work hard to repay that favor and use
their skills and knowledge to achieve the goals of the company (Ahmed, A., et al., 2018: 583).
Human beings feel grateful when they receive good deeds from others. When employees feel that

the leaders of the organization are trying to provide a supportive and encouraging environment
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for them, they get motivated and more excited to do their work. Employees will feel appreciated
and valued and this will encourage them to do their best for their companies. SET is a fundamental
concept in humanity throughout history and we can see its examples almost everywhere. Now,
SET proposes that when individuals engage in an exchange, they actually assess the costs and
benefits of each interaction. Most people try to maximize the benefits they get from the exchange
with other parties and minimize the cost when exchanging resources (Jahan, N., and Kim, S. W.
2020: 87). This is perfectly fine because life is a series of exchanges of resources between humans
and without this process life is impossible. It does not mean that people are selfish and only look
for their self-interests and do not think about other people. It just means that without this process
of giving and taking, life cannot move forward. Finally, SET provides an in-depth explanation for
human behavior and does not only describe it but also assists us with a great explanation for why

humans behave the way they do.

III Servant Leadership

Leadership is a complex concept that is affected by many factors like personality, culture,
society, and environment. We live in a world where we experience a lack of effective leadership.
The economic and social issues are getting much more complicated than before, and leaders are
not dealing with them in an effective way. People and societies need leadership styles that are
based on giving, caring and transparency. Such leadership styles create trust and honesty between
leaders and followers and enable societies to overcome even the most difficult challenges. We can
see clearly that leadership is vital not only for organizations and companies but for societies as
well. One of the leadership styles that is based on giving is Servant Leadership. This leadership
style started thousands of years ago. People have been appreciating those who give and contribute
to their communities since ancient civilizations. It is not a secret to say that giving and serving
others has a powerful effect on all of us. Some researchers describe leadership as a skill that is
used in organizations or within groups. The goal of leadership is to influence followers and to
mobilize them into a shared goal. In addition to that, leadership is responsible for creating a vision
and a mission for followers and it must pave the way for them to be able to achieve the desired
outcomes (Pawar, A. et al., 2020: 64). The role of leadership is essential in determining the success
of the company or organization.

Servant leadership shares the same characteristics of other leadership styles when it comes to
an end result it produces. However, what makes it different is the methods and philosophies
servant leaders apply to achieve the desired outcome. Perhaps what sets servant leadership apart
from other leadership styles is its focus on ethics and morality. It combines the power of leadership

with ethics and good deeds and with the great outcomes that can come from serving others. Other
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leadership styles can be powerful and effective, but with the absence of morality and ethics the
results can be catastrophic. When one looks at servant leadership one can notice that the goal of
the servant leaders is to serve others and be useful to his or her community. Servant leaders do
not seek to control others nor get rewards for their services. The main goal for them is to help
followers and to provide the necessary resources for them to be successful (Saleem, F. et al., 2020:
2). In Servant Leadership the leaders do not expect any reward for their service to others. The
enjoyment of giving and serving others is what they seek, and it is their goal. One can found this
different from other leadership styles where leaders deliberately are using techniques that will

help them eventually influence their followers,

IV Leader-Member Exchange Theory (LMX)

Leader-Member Exchange Theory also known as LMX among researchers, is a theory that
describes leadership through analyzing the nature of the relationship between leaders and
members. LMX is a unique theory of leadership because unlike other leadership theories where
the focus is only on the leaders’ characteristics and personality, LMX takes another approach and
focuses on the whole picture. In this theory leadership is being studied from the perspective of
both leaders and members. By investigating the exchange that happens between leaders and
followers, researchers will be able to unravel the mysteries of leadership and its complexities. In
LMX leaders differentiate between members and treat them in different way. Those who have a
high-quality relationship with leaders belong to the (in-group) and usually are treated with more
care than others. The other group that has a low or normal relationship with their leaders belong
to the (out-group) and the treatment of their leaders to them is not special (Buengeler, C., et al.,
2021: 261).%

(1) Differentiation in LMX Theory
Differentiation between members is not a negative sign of leadership. There are several
reasons that make differentiation between followers in organizations a normal process and

sometimes it can be beneficial. First, leaders differentiate between members to find the most loyal

30" Due to some economic reasons and because of the lack of financial and time resources leaders tend to differentiate

between members and prefer some members more than others. This is because some employees have can have more
experience, skills, and loyalty for the organization. This allow them to be close from leaders and enjoy the receiving
of resources and attention. However, A group of researchers have examined the psychological effect on employees
regarding the phenomenon of the (in-group) and (out-group). They found that differentiation divides the team, where
the high-quality relationship group (in-group) benefits from receiving the resources of the leader while the lower
quality relationship group (out-group) suffers from the resource constraints (Estel, V. et al., 2019: 1). Sometimes
differentiation can affect some members negatively, but it is a good strategy in general that keep loyal and skillful
workers motivated.
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and talented members and to use their skills to help their organizations. This can have a positive
impact on the whole organization including the out-group members. By treating them with care
the leaders send a message to the in-group members that their skills and talents are appreciated,
and they are selected to be among the members that have the trust of their leader. This can motivate
them and encourage them to be more productive in their organizations. Second, leadership is
difficult, and leaders are bombarded with many responsibilities and tasks. This means that the
resources they have are like time and money are limited.

Differentiating between members help leaders to give their limited resources to those who
help the organizations the most. It is almost impossible for leaders to treat all members equally
when it comes to the provision of resources. Doing this will damage the assets of the company
and it may lead to negative results. That is differentiation help leaders to give their precious and
limited resources to those who can really be a valuable member for their organizations. Third,
through differentiation a message is sent to the out-group members that working hard and showing
passion for the company can help them to be among the in-group members. This can work as a

motivational message for them and assist them to be more productive.

(2) Benefits of Differentiation in LMX Theory

The nature of differentiation in LMX and how the dynamics of this amazing process can be
helpful for leaders to motivate their members and distribute their resources efficiently. In LMX
the high-quality relationship between leaders and members can be characterized with friendship,
loyalty, mutual respect, and transparency (Sa'adah, N. and Rijanti, T. 2022: 114). On the other
hand, the out-group members can have a shallow relationship with their leaders and is governed
by what is written in the contract of their jobs. The in-group members can be more creative and
innovative that the out-group members and their motivation level can also be higher. This is
because they get the support of their leaders and enjoy their attention and resources. It is important
to mention that the building of a meaningful relationship can take time and effort.

Members need to prove for their leaders that they deserve to be in the in-group members,
and they deserve the support of leadership. Leaders also need to show members that they are ready
to invest in the relationship and are willing to give the necessary support for their followers.
Through the exchange of deeds, help, respect, and loyalty the leader and member can build a
relationship based on mutual benefits. Through such relationships leaders can gain the loyalty and
use the talents and skills of their members to their benefit. On the other hand, members can enjoy
the attention and the resources of their leaders. This can help them to gain more confidence and
trust in their abilities as well as their leaders.

LMX is based on the mutual benefits both leaders and members get from building a

meaningful relationship with each other. The relationship is characterized by honesty, loyalty and
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transparency. Through such relationship leaders, members and organizations can thrive on their
journey to achieve the desired goals. In addition to that, LMX gives us a clear and holistic
approach to study the dynamics of leadership. Finally, LMX is not giving us a unique perspective
on leadership and help researchers to understand its theoretical importance. But also provide us
with practical advice around the best methods both leaders and members can use to build an ideal

relationship to help them be more productive and effective.

V Similarities and Differences between LMX and Servant Leadership

(1) Similarities

Although both leadership styles are rooted in SET, but there are some differences between
them. I will start first by analyzing the similarities and then after that mention the differences.
First, both leadership styles come originally from the concept of SET. This means that service is
the main component in these leadership styles. Doing and receiving service is the hall mark of
LMX and Servant Leadership. Second, both leadership styles consider the human element to be
the most vital element in their leadership endeavors. Encouragement, empathy, sympathy and
building honest relationships with followers through doing service and good deeds for them is
something common between these two leadership styles. Thirdly, LMX and Servant Leadership
aim to develop the skills and talents of their followers through providing them with the necessary
resources they need. The goal is always to assist and help followers to be better individuals in
their communities through providing them with anything they need to achieve their goals. The
rationale behind that is that when members are strong, happy, and passionate this will result in the

organization or the company to be more able to achieve the desired goals.

(2) Differences

Now, that I talked about the similarities I would like to talk about the differences. One, the
major difference between these two leadership styles is that while servant leaders are serving
while expecting nothing in return, LMX leaders serve their members and expect to do something
in return. For example, servant leaders do a lot of services for their communities or followers and
do not ask them for anything in return. They do that because they want to serve others and be
helpful and active members in their societies. This of course can encourage members to appreciate
their servant leaders, but the main goal of servant leaders is serving others do not control them
through service. On the other hand, we find that in LMX leaders have actual work contract with
members and when they do something good for them leaders expect members to repay that good
deed. This is because if leaders did not expect members to repay the good deeds, the leaders may

waste the valuable resources of their company on nothing.
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The reciprocity behavior that controls the relationship between leaders and members is
considered the main characteristics of LMX leadership style. Two, another main difference
between Servant Leadership and LMX is that while servant leaders serve anyone that need help,
we find that LMX leaders serve only people in their company. Not only that but also LMX leaders
choose a few people in their company to build a high-quality relationship with them. In short, we
can say that Servant leadership is holistic and include all people where LMX is selective, and
leaders choose only a few people to build a high-quality relationship with. Three, another major
difference between the two leadership styles is the context. In Servant Leadership the exchange
of services can happen anywhere between the leaders and followers. It can be in a company, a
religious institution, in a neighborhood or even in social clubs. The reason why is because there
are no work contracts between the leaders and followers and the initiative usually begins with
leaders who are willing to provide services for others at no cost at all. However, we can find that
the phenomenon of LMX only happen when there is an actual work contract between leaders and
members. Mutual benefit is a condition that needs to there for the LMX dynamics to happen and
takes place in the organization. Finally, we can say that these six similarities and differences is
what distinguish Servant Leadership from LMX and make them two separate styles each with its

own unique characteristics.
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Figure 27: Similarities Servant Leadership and SET
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Figure 28: Differences between LMX and Servant Leadership
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VI Servant Leadership and LMX: The Role They Play in Enhancing Disruptive

Innovation in SMEs

Although Servant Leadership and LMX are similar leadership styles, I choose LMX in this
study. I argue that LMX is more effective in enhancing Disruptive Innovation in SMEs than
Servant Leadership. To explain why LMX is more effective than Servant Leadership in enhancing
Disruptive Innovation in SMEs, I will first clarify the characteristics of both leadership styles and
compare them with the characteristics of SMEs. After Analyzing the characteristics of both
leadership styles and compare them with those of SMEs, I will explain the reason behind the

efficiency of LMX in enhancing Disruptive Innovation in SMEs.

(1) Servant Leadership

Servant Leadership has five main characteristics that distinguish it from other leadership
styles. These characteristics are altruistic calling, emotional healing, wisdom, persuasive mapping,
and organizational stewardship. Altruistic Calling refers to the ability to put other people needs
before one’s needs. It is the hall mark of Servant Leadership, and it allows servant leaders to be
influential among their followers. The second characteristic of Servant Leadership is emotional
healing, and it relates to the emotional well being of followers. Servant Leaders are empathetic
towards their followers emotional needs and personal challenges. The third characteristic is
wisdom which refers to the ability to pick cues from the environment and to recognize possible
consequences and implications of their observations. Fourth, Persuasive Mapping means that
leaders mental models and sound reasoning to encourage lateral thinking in followers. The last
characteristic is Organizational Stewardship which refer to the ability of Servant Leaders to
encourage followers to give back to the community and be active members in their communities
(Barbuto, J. E., and Hayden, R. W. 2011: 24-26).

(2) Servant Leadership and Disruptive Innovation

After reviewing the characteristics of Servant Leadership, I will now clarify the reason behind
its inefficiency in enhancing Disruptive Innovation in SMEs. The unique points of Disruptive
Innovation products and services include having a low value at first and making its way up the
market to replace popular products. This process takes a lot of time and effort and is usually
surrounded by a lot of ambiguity and uncertainty. Even though some of the characteristics of
Servant Leadership such as Persuasive Mapping might help when engaging in Disruptive
Innovation, this does not mean that Servant Leadership works well with Disruptive Innovation.
For instance, Altruistic Calling which is one of the characteristics of Servant Leadership can be a

hurdle to Disruptive Innovation. The reason is because Disruptive Innovation requires a lot
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attention and patience from the leader to focus on the growth process of the product or the services.
Focusing internally on the employees’ emotions is a good thing, but it can distract leaders from
focusing externally on their products and focusing on the reaction of markets and customers
towards their products. Another reason why Servant Leadership is inefficient in enhancing
Disruptive Innovation is because Servant Leadership is based on the notion of giving without
expecting anything in return. Servant leaders serve others for the sake of helping them and
because servant leaders aspire to be productive members in their societies. I argue that Servant
Leadership works best in Non-Profit Organizations. For instance, volunteer organizations,
environment protection institutions, and public charities. The main principle of Servant
Leadership which is based on giving without the expectation of receiving something in return is
not suitable in competitive market environments. In tough market environments leaders should
expect followers to give something in return. Leaders need to serve followers and at the same
time expect them to return the favor. However, servant leaders can perform well in public charities.
In such organizations, the competition is not like the one in the business world and leaders can
focus internally on the emotional well-being of employees. In addition, servant leaders can
provide their help and services to anyone because the main motivation for them is to be a server
for others and be helpful for the members of society.

On the other hand, LMX can be more efficient than Servant Leadership in enhancing
Disruptive Innovation. Unlike Servant Leadership, LMX focuses on high-quality relationship
with those who can be useful for the organizations. LMX leaders do not serve others without
expecting anything in return. They choose talented and experienced members and form a high-
quality LMX relationship with them. In such relationships, both leaders and members give and
take in the relationship. Members give their loyalty and expertise to leaders and in return they
receive financial incentives, attention, and respect from leaders. The qualities of LMX are suitable
for Disruptive Innovation that is usually find in tough business markets. When engaging in
Disruptive Innovation activity, both leaders and members need to invest a lot of time and effort
to be successful. If leaders just serve and give others without expecting anything in return,
Disruptive Innovation can be difficult because it requires both leaders and followers to be active.
In high quality LMX leaders and members form a strong relationship based on honesty and
transparency. This means sharing some difficult information regarding the business is more
important than the emotional well-being of members. Especially in the case of Disruptive
Innovation where the organization invest a lot of money time, and effort to make their product
popular and replace the existing products. In such situations, a lot of difficult emotions can arise
because success is not guaranteed and if leaders pay attention to emotions they may be distracted
from their goals. For LMX leaders the main goal is to help members so that members can help

the organization to achieve its goals. Emotional well-being and serving others are important, but
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for LMX leaders they come after achieving the goals of the organizations which is suitable for

tough markets and Disruptive Innovation.

VI Conclusion

In this part I explained in detail the characteristics of Servant Leadership and LMX and the
similarities and differences between these two leadership styles. I started by explaining the origin
of SET and its effect on both leadership styles. SET theory is an exchange-based view of social
behavior between individuals. The exchange process between individuals can be material and
non-material things. When someone does a favor for another person, that person is obliged to
return that favor. This means that human actions are affected by this kind of exchange. Servant
leaders do not seek to control others nor get rewards for their services. The main goal for them is
to help followers and to provide the necessary resources for them to be successful. After that we
investigated LMX and said that LMX leaders differentiate between members and treat them in
different way. Those who have a high-quality relationship with leaders belong to the (in-group)
and usually are treated with more care than others. The other group that has a low or normal
relationship with their leaders belong to the (out-group) and the treatment of their leaders to them
is not special. In conclusion, although both leadership styles share the same roots and same
method which is serving others, the way each leadership is trying to achieve its goals differ and

the context and the tools are also different.
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Part IV Data Analysis of The Saudi and Japanese Tourism SMEs in the Fourth

Industrial Revolution

I Introduction

In this research a qualitative methodology will be utilized to analyze the data received from
participants. Due to some various circumstances, I used an online questionnaire to conduct this
research. The data was taken from Saudi and Japanese Tourism SMEs, and the research areas
were Makkah Region in Saudi Arabia and Kansai Region in Japan. The period was between
March 1st and April 15th in 2022. The questionnaire contains 16 questions, where the first two
questions were about personal information. The participants need to write their names and their
contact information. The remaining 14 questions were about the elements that the research is
investigating. Factors like leadership, creativity, innovation, organizational environment, and the
technology of the Fourth Industrial Revolution were all included in the questionnaire. The
participants completed the questionnaires individually and each participant was given the freedom
to answer the questions with their own point of view. In the next section I will explain in depth
the meaning behind each question and the rationale for selecting each question. Also, I will
reation in detail the reason behind the selection of this research methodology.

Due to certain inevitable circumstances, questionnaire methodology was the best way to
cenduct this research and to analyze the data that was obtained from participants. The
questionnaires were translated into three languages: English, Japanese and Arabic. This research
is written in English, but the research area takes place in Saudi Arabia and Japan. That is why it
was necessary to include an Arabic and Japanese translation for the questionnaire for participants.
All participants were given the same questionnaire and they answered the same questions. As
mentioned above, the companies that were selected from both Saudi Arabia and Japan were within
the chosen research area. The participants were given clear directions that the companies must be
within the limits of Makkah Region and Kansai Region. Finally, a model will be presented that

summarizes the result that was taken from the questionnaire.

I Qnestionnaire of the Study

As mentioned above, I used an online questionnaire to get the data from participants. The
questionnaire starts with an introduction about the research and the areas it covers. It gives general
information about the objectives of the research and the kind of sample that I am interested in.
After that it explained to participants the rules that they need to follow when answering the

questions. It was made clear to participants that the information they share is going to be used
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only for research purposes and will not be shared with a third party. The participants after that
write their personal information such as name, email, and the name of the company.

The questionnaire contains 16 questions, and each question has its own objective. The first
question asks participants about the company and the products and services they provide. This is
a preliminary question, and it paves the way for participants to provide more information about
the company. Also, it gives me the opportunity to analyze the different products and services each
company contributes to the market. Although all the companies operate under the umbrella of the
tourism industry, each company provides different and unique products and services for customers.
Even if they happen to provide the same services or make the same products, each company tries
to make modifications to its products to make it different and unique and to distinguish its
products from other products in the market.

The second question asks participants about the date of establishment of their organizations
and the number of employees. This provides me with information about the history of the
organization and the actual size of it. The history of the organization is important because the
organizational climate is a mix of history, tradition, culture and value systems. All these factors
influence organizations and including them in the analysis of data gives more depth and clarity
when presenting the results. The number of employees shows the size of the company and whether
it is a small or a medium enterprise. Small and medium enterprises belong to the same category,
however sometimes the results can be different, and this question helps the researcher to identify
these changes.

The third question asks participants about their positions in the company and the nature of
their job. This question is important, because the position has a direct impact on the way
employees look at their company. Different positions bring with them different tasks and
responsibilities, therefore different point of views. People who have leadership positions and
people who have lower positions have different viewpoints and different perspectives. The
information that I will get from this question will help to clarify that. The fourth question seeks
to investigate participants' point of views regarding the changes that are happening in the market.
The question can get participants to analyze the market and the different waves of change that hit
it from their own perspective. It allows me to study the condition of the market in the past and
present through analyzing the data from participants. And it provides an opportunity for me to
study the changes of leadership in the past and present through analyzing the responses of
participants to this question.

The fifth question is regarding leadership style that is considered suitable for the tourism
industry from the perspective of participants. It asks them about the best leadership method they
can use to lead their organizations. This question is very important because of the following

reasons. One, this study is investigating the role of LMX on Disruptive Innovation in the age of
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the Fourth Industrial Revolution. In the field of leadership there are a lot of leadership styles, and
this question will allow me to know what kind of leadership style each participant uses. From
studying their answers, I will get a clearer picture on the effect of their leadership styles on
innovation. Secondly, the question encourages participants to think about the leadership method
that best works for the tourism industry in small and medium enterprises. The different answers
that I will get will help them to analyze the similarities and differences between the Saudi and the
Japanese companies.

The sixth question investigates the role of relationships and their meanings for participants
in the context of their organizations. Again, the present study aims to investigate the role of
relationship-based leadership style on innovation. Participants share their thoughts on the ideal
relationship between leaders and followers. Here the cultural factor may come into play since the
participants operate in two different cultures. They will answer the question by clarifying the best
values and principles that should govern the relationship between leaders and members. This
question will interact with other questions that analyze innovation abilities, and I can find the
relationship between the two concepts clearly.

Question number seven digs deeper into the concept of innovation from the point view of
participants. It asks them about the possibility of leaders and managers to have an impact on
innovation in their organizations. It gets them to give details about the way leaders and managers
can mobilize innovative activities in their companies. The answers to this question will show how
leaders in tourism small and medium enterprises in Saudi Arabia and Japan think about the
relationship between leadership and innovation.

The eighth question delves into innovation types that each organization focuses on. As
mentioned earlier, in this study innovation is divided into two main types. The first type is
disruptive innovation where the focus is on making completely new products that require big
changes in the products or the services that organizations provide for their customers. The second
type is incremental innovation where the aim of producers is to make improvements on their
products and services. Since the questionnaire was distributed through the internet to companies
that operate in Saudi Arabia and Japan, the answers will reveal the amount of focus on disruptive
and incremental innovation activities in both countries.

Question number nine asks participants directly about their use of new technologies such as
robots, cloud computing and the internet of things. A part of the current study is the investigation
of the role that the new technologies of the fourth industry revolution play in leadership and
innovation. The technologies that came because of the 4.0 industry have a huge impact on our life
and work style. That is why it is important to see exactly how the fourth industry revolution and
its technologies are affecting leadership and innovation in the tourism industry. One of the benefits

of asking this question is that it will show which companies are using these technologies, in what
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area and for what purposes.

Question number ten is a follow up of the previous question and it seeks to investigate the
usefulness of these technologies in enhancing innovation from the perspective of participants.
Companies and organizations that use the new technologies will be able to give more details on
their effectiveness when it comes to innovation. Also, it will show how much dependency these
companies have on the new technologies and whether that might affect the human factor in these
organizations.

Question number eleven asks participants about their opinions regarding the importance of
relationships and innovation in organizations. Participants will give their perspectives as leaders
on whether there is a relationship between high-quality relationships between leaders and flowers
and the enhancement of innovation capabilities of organizations. It investigates the role of healthy
and transparent relationships on building and providing a platform for organizations to be
innovative.

One of the main purposes of this question is to uncover the relationship between LMX and
innovation. Leaders who use a leadership style that is based on human relationships will share
their way of looking at this unique relationship between relational leadership and innovation. This
is very valuable for me to see how different leaders from Saudi Arabia and Japan look at this
relationship. The following question focuses on the organizational environment and the support
and encouragement it gives for creativity and innovation. Without the support of leaders, the
organizational environment cannot provide the support and help employees need. Leadership is
essential when it comes to creating a place for employees that is equipped with necessary tools
that will help them to be productive and creative. That is why this question is asking participants
about their opinions regarding the ideal organizational environment that will eventually produce
the desired outcomes. Taking into consideration the research area, the answers might differ since
participants come from different cultures and backgrounds. However, this will help the researcher
to identify the similarities and differences between the two countries and clarify their way of
looking at leadership and innovation. In addition to that, the answers of participants will reveal
the different ways leaders do to build an environment that is supportive of creativity and
innovation.

Finally, the last question gives the opportunity for participants to add anything they want to
say that was not included in the questionnaire. Participants can give their own opinion about
anything that they think is valuable and should be said. It gives them the opportunity to clarify
anything that they think was not mentioned in the questionnaire and allows them to comment on

the questions if they have anything to say about them.
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III The Importance and the Objectives of the Questions of the Study

The following chart will show the questions that has been used in the questionnaire and the

reason behind the selection of each question.

Table 4: Questions of the Study

Questions

The Importance of the questions

First of all, tell us about your company? What
are the products or services your company

provide?

A preliminary question and it paves the way
for participants to provide more information

about the company.

When

employees work for the company?

was it established? How many

This question provides for the researcher

information about the history of the

organization and the actual size of it.

What is your position in the company?

This question is important, because the
position has a direct impact on the way

employees look at their company.

How do you find the market these days and is

it different than before? How?

The question can get participants to analyze
the market and the different waves of change

that hit it from their own perspective.

How do you describe the leadership style that

you think fits best with your business?

This question is regarding leadership style that
is considered suitable for the tourism industry

from the perspective of participants.

How would you describe the ideal relationship

between managers and employees? Why?

This question investigates the role of
relationships and their meanings for
participants in the context of their

organizations.

Do you believe that leaders and managers can

affect innovation? If so, how?

The question digs deeper into the concept of

innovation from the point view of participants.

Do you think making small improvements on
popular products is more important than

inventing new products? Why?

The question delves into innovation types that

each organization focuses on.

How often do use the new technology like

robots, cloud computing and internet of

things?

The question asks participants directly about
their use of new technologies such as robots,
cloud computing and the internet of things. A
part of the current study is the investigation of

the role that the new technologies of the fourth
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industry revolution play in leadership and

innovation.

Do you think these technologies can make

your company more innovative? How?

This question is a follow up of the previous
question and it seeks to investigate the
usefulness of these technologies in enhancing
from  the

innovation perspective  of

participants.

Do you think these technologies can replace
humans in terms of producing innovative

products and services? Why?

It will show how much dependency these
companies have on the new technologies and
whether or not that might affect the human

factor in these organizations.

Do you think that healthy relationships
between managers and employees can be
helpful for innovation? Do you think there is

a relationship?

Participants will give their perspectives as
not there is a

high-quality

leaders on whether or

relationship between
relationships between leaders and flowers and
the enhancement of innovation capabilities of

organizations.

How would you describe the ideal

organizational environment? And how it can

support creativity and innovation?

The following question focuses on the
organizational environment and the support
and encouragement it gives for creativity and

innovation.

Any final thoughts about any of the above

questions?

The last question gives the opportunity for
participants to add anything they want to say

that was not included in the questionnaire.

Source: Made by the author

IV Rate of Response of The Saudi and Japanese Companies

The COVID-19 Pandemic was one of the challenges that I faced during the writing of this

paper. Since my research is investigating the tourism SMEs in Saudi Arabia and Japan, The

COVID-19 Pandemic caused a lot of companies in the tourism world to shut down their operation.

I contacted a lot of companies in Saudi Arabia and Japan, but most companies did not answer. In

total I contacted thirty companies in Saudi Arabia and Japan, fifteen companies in each country.

the companies in Saudi Arabia that have answered the questionnaire were five companies.

However, two companies were eliminated because they did not complete the questionnaire. In

Japan, four companies have answered the questionnaire, but one company was eliminated because
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they did not complete the questionnaire. I present the rate of response in the diagram to show the
number of companies that I contacted for this research.

The selection of three companies in Saudi Arabia and three companies in Japan was based on
the following reasons. One, the chosen companies answered the questionnaire completely and did
not leave any unanswered questions. Two, all the six companies from Saudi Arabia and Japan
belong to the tourism industry which serves the purpose of this study. Three, the companies from
both Saudi Arabia and Japan are considered SMEs which are the main target for investigation in
this study. In summary, the completion of the survey, operating in the tourism industry and fitting
the requirements of SMEs were the reasons for selecting three companies in Saudi Arabia and

three companies in Japan.

Figure 29: Rate of Response
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V Data Analysis of The Saudi and Japanese Companies

In this section I will analyze the data obtained from participants. In the first section the I will
analyze the data that came from the Saudi companies. During the analysis of the data,
abbreviations of the participants’ names will be utilized instead of mentioning their real names.
After finishing from examining the data of the Saudi Arabian companies, I will start looking into
the data that has been obtained from the Japanese companies. The same pattern that is going to

be used for all the companies in Saudi Arabia and Japan. After examining all the data from all
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companies, I will start a new section where I will start looking for the similarities and differences
between the answers of participants. The hypothesis of this research will be tested against the
answers of participants to determine whether they are valid. Also, a model will be used to
summarize the answers of participants and to show the characteristics that both the Saudi Arabian
and the Japanese companies have with each other. Finally, a conclusion will be drawn to

summarize the results and give a final review on the data.

(1) Saudi Companies: A. B.

As mentioned above this section will be dedicated to the analyses of the data obtained from
participants and companies in Saudi Arabia. The first participant who will be given the symbol A.
B. is the President of Aid Bdar for Motamreen Services. The company provides a variety of
tourism activities and specializes in religious tourism. The company was founded in 2016 and the
number of employees is 25 persons. The company is in Makkah city which belongs to Makkah
region in the west side of Saudi Arabia. When A.B. was asked about the changes that affected the
market his response was affirmative. He thinks that the pandemic of the New Corona Virus has
made major changes in the tourism industry. He said that because of the ramifications that was
caused by the virus, the process of issuing tourism visas for tourists has become strict. One of the
innovative ways that has been done to solve this problem is to make the issuing of applications
and tourism visas completely online. This can be seen as Distuptive Innovation as this is
something radically new and serve unserved customer.

The participant answer to the question regarding the best leadership style that fits tourism
industry was related to managing financial assets in an efficient way. He also believes that selling
different services in packages to provide discounts for clients is a good way for leadership in
tourism industry. I noticed that he focuses on finances as the main factor for effective leadership.
The next question was regarding the ideal relationship between leaders and employees in
organizations. He thinks that leaders are distinguished by their diverse experience in the field of
tourism. Also, he believes that leaders should be responsible, have a good sense of humor and be
firm if needed. I notice here that the participant believes that experience in the field is what
separates leaders from others in the company. In addition to that, he believes that the leaders
should be nice and close from employees, but at the same time be strong and firm when the
situation calls for it.

He also thinks that diversity in experience give leaders the ability to be creative and innovative.
He says that people with limited or no experience do not hold leadership positions. Again, I find
here that the participant is given a huge importance for experience as a main tool that distinguishes
leaders from members and enable them to be creative and innovative. When asked about

innovation and whether making improvements on popular products and services is more
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important than making totally new ones, he says that the focus usually is on making improvements
on popular products and services. However, he believes that in case the company decided to
produce a new product or service then that means the new product is more important than the
current one.

The participant acknowledged the fact that the company is using the cloud computing services.
They also are looking into using Virtual Reality Technology to provide guided tours for tourists.
Here one can see that the tourism companies are already using the technology of the 4.0 Industry
like cloud computing and are thinking of implementing Virtual Reality as well. When the
participant asked about the effect of these technologies on innovation, he says that there is an
effect. However, he doesn’t think that technology can replace humans when it comes to the
process of coming up with creative ideas. He believes the human element is necessary in creativity.
He thinks that healthy and meaningful relationship between leaders and members can have a
positive effect on creativity and innovation. Regarding the ideal organizational environment that
supports creativity and innovation for employees he says that if the employee is happy and proud

of his work that means the environment is healthy and it supports innovation.

(2) Saudi Companies: J. S.

The second participant will be given the symbol J. S. which is a representation of his first and
last name. The company provides a lot of services like providing buffet services for customers.
The company was founded in 2019 and the number of employees is 29. The participant is the
president of the company. The participant believes that the market has changed for a lot of
different reasons like the changes in governmental policies, the improvement in people’s
awareness, the high prices of goods and services, wars, and Corona Virus. Unlike the previous
responses where A. B. only focuses on coronavirus, I found that J. S. is giving us a bigger picture
when it comes to the reasons behind the market changes. He believes that leadership is different
than management. And following the orders of the government is very important for success.

He believes that in these times where technological changes are happening rapidly, leaders
should be patient and work as one team with their members. He says that using the Saudi vision
of 2030 and creating a competitive environment that focuses on ethics is vital for effective
leadership. He also believes that leaders should prepare their followers to be loyal and that their
behavior is reflective of the company. One can see that the answer here is different, because the
first participant mentioned experience as the main element, where the second participant
mentioned different elements like working as one team, patience and build loyalty among
employees.

When asked about the ideal relationship between managers and employees J. S. says that

working in the private sector is different than working in the public sector. He believes that the
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pressure is greater in the private sector than the public sector. He also believes that sometimes
leaders should forgive employees when they make a mistake and give them another chance
because humans always make mistakes and learn from them. Here J. S. is mentioning the part of
forgiveness as an element that can enhance the relationship between leaders and followers.

He believes that diligence behavior, creating and testing ideas, imposing quality, and safety
measures, do not make promises that one cannot keeps, and making self-improvement workshops
and seminars are tools leaders can use to enhance creativity and innovation. J. S. is using a holistic
picture that uses ethical behavior and self-improvement seminars as instruments leaders can use
to impact innovation in their organizations. For incremental and disruptive innovation, he believes
that both types are important. He also says that in their company they use the new technologies
and thinks that it influences innovation in their company.

However, J. S. believes that the technology can replace humans in terms of producing creative
ideas. But he says that the system was made by the humans, and it can be changed whenever it is
needed. J. S. believes there is no doubt that the healthy relationship between managers and
employees can lead to positive innovation results. He also thinks that job security is vital for an
ideal work environment. And creativity and innovation should be supported finically and
spiritually too. Finally, he believes that there are a lot of changes in the tourism industry in Saudi
Arabia and the country is moving steadily towards being one of the best countries in the world in

digital transformation.

(3) Saudi Companies: A. D.

The last participant of the Saudi sample will be presented as A. D. to refer to him. He works
for a company that organize tourism events and provides food services. The company is small and
belongs to King Abdulaziz University.?! The number of employees is 8 employees, and the
company was founded in 2019. A. D. works as an organizer for the events that the company
organize and work as a manager too. He is responsible for connecting the company with other
clients and be representative of the company. A. D. finds that coronavirus pandemic has a huge
effect on the tourism industry. However, according to him the situation now has improved, and
things are going back to normal. When asked about the ideal leadership style he thinks that putting
yourself in the same position as the employee or the customer will help to understand them better
and look at things from their perspective. One can see here that A. D. is referring to empathy as

an effective tool to be used by leaders. A. D. thinks that empathizing and sympathizing with others

8t King Abdualaziz is the founder of the modern Kingdom of Saudi Arabia. King Adualaziz University (KAU) is

located in Jeddah City in the Western side of Saudi Arabia. It was founded as a private university, but then was turned
into a public university. King Abdulaziz University (KAU) was chosen to represent higher educational institutions in
Saudi Arabia due to its large size KAU has more than 180,000 students, high academic ranking, being well established
and its appropriate localization (Binyamin, S. et al., 2017: 2).
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can be considered as an ideal leadership style.

He also believes that working hard, respecting appointments, and keeping your promises are
signs of effective leadership. A. D. agrees with J. S. that keeping promises and staying honest is
a sign of effective leadership. He describes the ideal relationship between managers and
employees as the one where time is respected, working hard, transparency, honesty and being
good at work. He believes that if both managers and employees acted like this their relationship
will improve. He believes that after all they are working as one team and belong to the same
organization, and they are like family members.

One can find here that A. D. is describing the team as family members, and this can indicate
the importance of relationship for him. When asked about the role of leadership in increasing
innovation, he says that leaders can have the power to initiate innovation by encouraging
employees and provide them with necessary tools to be creative. He believes that everyone is
going to benefit from innovation and leaders should encourage it. Regarding incremental and
disruptive innovation, A. D. believes that both types are important and should be supported. We
find here the answers of A. D. and J. S. is similar where both participants agree on the importance
of the two types of innovation. According to him he says that in their company they use the new
technology.

However, he believes that changing and mixing the technology to use them to achieve the
desired goals is important. He believes that in the events organizing world, new technology is
very important. A. D. believes that technology can’t replace humans in terms of producing
creative ideas. A. D. thinks that in the tourism world the human element is vital and cannot be
replaced by machines or technologies. We can see here that A. D. is emphasizing the vital role of
the human element although the technology of the 4.0 industry is very advanced. He also says

that healthy relationship between managers and employees is good for innovation.

(4) Japanese Companies: G. L.

This section is going to be dedicated to analyzing the data obtained from the Japanese
companies. As mentioned earlier, this research compares the small and medium enterprises
companies that operate in the tourism industry in Saudi Arabia and Japan. The companies that
belong to the Japanese side work within Kansai Region.

The first participant who will be named as G. L. belongs to a small company that operates and

manages a traditional Japanese hotel known as Ryokan.*> The services and products provided for

32 The hospitality world in Japan is unique because it provides visitors with modern hotels and traditional Ryokan

which is a traditional Japanese hotel. Ryokan can be found almost anywhere in Japan, and they have a lot of varieties.
One research describes them as places associated with modernity and the invention of ‘Japanese beauty’ through most
of the Japanese arts; in other words, they play the part of some kind of local cultural centers (Guichard-Anguis, S.
2008: 76).
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3 and natural

tourists include overnight stays in traditional Japanese style rooms, Kaiseki Cuisine,’
hot springs. It also provides lunch services served in private rooms. The services and products
target the tourists who would like to experience the rich Japanese culture. When asked about the
establishment of the hotel he says that it was built more than one hundred years ago. Here we can
see that G.L. refers to one of the most distinguished things about the traditional Japanese hotels
which is their rich history.

Tourists in Japan can enjoy the different historic sites that date back hundreds of years ago.
About his duties within the company, he is responsible for different tasks where some of the tasks
can be directed to serve customers directly, and some tasks are office tasks. He believes that the
market is still good inside of Japan. He says that the domestic market is still quite strong under
the right circumstances. Since the Ryokan is in a rural yet convenient location and offers dining
in private rooms. Here I noticed that G.L. does not mention the effect of the coronavirus pandemic
and thinks that local customers still enjoy the experience of the Ryokan.

When asked about the best leadership style that fits their business, he thinks that as a
traditional, family-owned business the owners are the managers and decision makers. G.L.
believes that since the number of employees is limited usually the managers can take the role as
decision makers. Maybe here one can find that with less people there can be less conflict and
decision making can be done smoother. When asked about the ideal relationship between
managers and employees G.L. says that managers should be more open to listening to the ideas
and relying on the experience of employees. He finds this quite commonplace in Europe but very
rare in Japan. He is referring to the importance of listening for healthy and meaningful
relationships. He also mentioned the difference between the work environment in Europe and
Japan.

G.L. believes that leadership can affect creativity and innovation because leaders can because
they often have final say on whether a novel and innovative idea can be implemented within the
company. This is especially true in Japan where so much emphasis is placed on hierarchy. Again,
he is referring to the fact that hierarchy is a big part of the Japanese work environment and leaders
can have a lot of power. He also thinks that both types of innovation are important and worth
investing in. He says that both are of equal value. Improving existing products is important to
reduce costs and improve sustainability while inventing new products is important for driving
innovation and filling market gaps.

One of the most interesting things G.L. talked about was the fact they never use the new

technology like cloud computing and IoT services. This is interesting because one can see here

33 Kaiseki Cuisine is a traditional Japanese food that contains different dishes and meals. The origin of Kaiseki
Cuisine dated hundreds of years ago, and it is famous in Kansai Region. Beef, fish, vegetables, and meat are just
some of the ingredients that Kaiseki Cuisine has on its menu.
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that the traditional Japanese hotels are still using old methods to operate their business. Not only
that but G.L. believes that these new technologies can be bad for their business. He says that they
might have a negative impact as would provide only limited benefit while taking away from the
tradition and charm values of the experience.

G.L. thinks that technology cannot replace humans in terms of producing creative ideas. He
believes that in the future they may be able but in the short and medium term I don't think so.
Things like Al may be able to offer things like efficiency improvements, but it still lacks the
creative spark it would need to come up with innovative ideas. G.L. thinks that healthy
relationships are important for innovation. He says that we need a mutual trust to be able to share
ideas, improve them based on each other’s experience and drive them forward. An employee with
a good idea can't do much on their own without a manager to support them in getting it
implemented. G.L. is talking about the importance of leadership support for innovation and he
believes that the ideal work environment should be open and supportive of employees.

He thinks that an open environment where employees are encouraged to think about how
they can make improvements and make suggestions or criticisms without fear of reprisal is
important. This is sadly lacking in many organizations across Japan as employees are very much
subordinate and required to focus only on the task at hand. Finally, he thinks that adhering to
tradition is important in Ryokan business. Innovation in Ryokans tends to be things like offering
vegan and vegetarian food or taking a tattoo friendly stance for the hot spring rather than anything

technological.

(5) Japanese Companies: K. Z.

The second participant will be given the symbol K. Z. to refer to her. She is the owner of a
small hotel that provides Japanese cuisine in Nagaokakyo in Kansai region in Japan.*® The
establishment of the hotel was done in 2016 and the number of employees is 3 personnel. This is
a small business in Kansai region, and it fits the criteria of this research which requires a small
and medium business that operate within Kansai region. When asked about the changes that
occurred in the market, K. Z. says that the number of tourists has declined, but the number of
customers that stay at the hotel while on a business trip has increased. One notice here that K. Z.
is turning our attention to the type of customers that has changed because of coronavirus pandemic.

K. Z. believes that the best leadership style that can be used in the tourism industry is the one
that operates in harmony with its environment and the one that works hard to tackle the hardships

of work. She is putting emphasis on harmony and hard working as hall marks for effective

31 Nagaokakyo is a small urban city that is located near Kyoto City in Kansai Region. The city has a great location

that makes the transportation to Osaka and Kyoto very comfortable and convenient. The city has a great
transportation system, and it connects the north part of Osaka to the south part of Kyoto.
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leadership. When asked about the ideal relationship between managers and employees K. Z. says
that communication skills are the most important factor that can determine the quality of the
relationship between managers and employees. Leaders who possess a good communication skill
can be effective in communicating the mission and the vision of the company to their followers.

The answer of K. Z. to question regarding the ability of leaders to impact innovation in their
organizations was listening to employees. K. Z. believes that listening to employees is the most
vital element for leadership in stimulating innovation and creativity. Listening to employees can
be great tool to exchange ideas between leaders and followers. When responding to the question
regarding the types of innovation and which one is more important, K. Z. believes that disruptive
innovation is more important than incremental innovation and just making improvements on
popular products and services. Regarding the use of new technologies like cloud computing
services and internet of things technology, K. Z. said that in their company they do not utilize this
equipment.

However, K. Z. thinks that the use of these technologies can help to accelerate efficiency in
performance. In addition to that, K. Z. thinks that these the new technology of the fourth industrial
revolution can be more effective than humans in terms of producing innovation. The response of
K. Z. regarding the healthy and meaningful relationship between leaders and followers and good
innovation results was affirmative. K. Z. agrees that high-quality relationship between leaders and
members can lead to a better innovation result. When asked about her opinion of the ideal work
environment K. Z. believes that listening to employees and striving to create a better work
environment is what distinguishes the ideal work environment from other ordinary work

environments.

(6) Japanese Companies: J.H.

The last participant of the Japanese sample is going to be given the name J.H. to referee to
him. He works for Osaka Convention and Tourism Bureau® which is an organization that
provides different tourism activities in Osaka area. When inquired about the work they do J.H.
says that they are charged with the responsibility of promoting Osaka as a tourism destination
(particularly as a tourism destination and destination for meetings and events) both domestically
and globally. Therefore, they work with the prefectural and municipal governments of Osaka.
There are 43 official villages, wards, and cities in Osaka. They are in charge of promoting all of
them so that they can all benefit from tourism and other behaviors that lead to increased spending.

Their work is to promote tourism in Osaka area and to attract tourists to Osaka to maximize

35 Osaka Convention and Tourism Bureau is a modern tourist information center offering tips and directions to
tourists. The goal of the Osaka Convention and Tourism Bureau is to promote tourism in Osaka and the surrounding
areas.
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spending and strengthen the economy. J.H. describes the history of their organization as it was
founded in 2003 but under a different name and with a slightly different structure. In regard to the
Osaka Convention and Tourism Bureau we have today, we usually say it was officially created in
2013. There are approximately 60 employees working for the organization. He works as a
Marketing Data Analyst which means he is familiar with the number of the activities and the types
of events that take place in the area.

When asked about the changes that happened to the market J.H. says that in 2019, just before
the coronavirus outbreak and during that time there was the rugby world cup and Osaka had just
broken its record for the most amount of inbound tourists ever. From March 2020 it changed, and
people stopped being able to come to Osaka from abroad. Because of this, many attempts to
promote to inbound tourists at times seem futile. In order to overcome these problems and
continue to drive visitation to Osaka they have been focusing on the domestic market whilst at
the same time still trying to provide and disseminate information towards the foreign market so
that they still remember Osaka and hopefully choose Osaka as their next tourism destination as
soon as borders open again. The coronavirus outbreak had a major impact on the tourism industry
and the effect was negative.

When asked about their organization and the best leadership style that fits their work
environment, he describes it as first they have a lot of media focus on them as an organization.
Therefore, for them it is important to be someone that is lively and active and can promote Osaka
in a positive and energetic way as a fun destination. For leadership he believes that the leader
needs to be able to embrace the above and be an example for the rest of the employees. Regarding
the ideal relationship between managers and employees J.H. thinks that managers need to be able
to effectively manage the workload of the employees. It is also very important that
managers/leaders are seen as people that employees can come to with their problems. There needs
to be a great deal of respect between the employees and managers. Employees are not just pawns
to be made to do all the actual work.

A manager that understands the problems and struggles of employees is much more likely to
create a loyal workforce that wants to work hard to please their manager. J.H. is shifting our
attention to the importance of listening and empathy for leaders to win the loyalty of their
employees. In addition to that, J.H. believes that if a manager or leaders acts with initiative, then
yes. Many managers do not actively strive to push forward and do the bare minimum. It is
important that managers listen to the voices of their subordinates and give chances to ideas from
subordinates whilst managing the risks. If they can create an environment whereby everyone feels
comfortable to share their ideas and/or make mistakes, then ideas that lead to innovation are more
likely to appear.

Regarding incremental and disruptive innovation J.H. believes that both are important, and it
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depends on the line of work of the business. If you continue to invent more products, then you
have more products to manage. There could be problems of not having enough staff to efficiently
manage all the products and some products might be dropped. But having too many products
could lead to a confusing brand image. Sometimes having a simple menu is better and it is not
always necessary to try and fix what is not broken. In their work, sometimes they may have a
series of products that are not so successful independently but work better as part of a package.
One can see clearly from his answer that he is looking at the whole picture when it comes to
managing both types of innovation and taking into consideration both the positive and negative
effects of each type. When asked about the utilization of the new technology of the fourth
industrial revolution he says that they do not use them in their organization.

However, they are trying to promote the image of Osaka as a smart city and are currently
developing a tourism app to enhance the experiences of visitors to Osaka. J.H. thinks that the new
technology cannot replace humans in terms of producing creative and innovative ideas. He
believes that the staff and their brains are more important. If you just introduce the technology,
he thinks that it will initially make things very slow. Because you need to have the right kind of
staff to be able to deal with it. This is also influenced by things such as age of staff and background.
J.H. thinks that communication is the most important thing for organizations. They have lots of
meetings and send lots of emails to incite growth in tourism.

Aspects related to technology are handled by other companies that they commission. He also
believes that technology can be used to boost innovation in organizations. J.H. says that if they
had data available that a computer could automatically digest and produce strategically viable
proposals then that would help to spur on innovation. However, in tourism, the emotions and the
feelings of the visitors is the most crucial thing. He believes that it is much easier for other humans
to understand what types of experiences are going to be seen as fun and enjoyable rather than
machines.

Technology can produce innovative products and services. However, in the tourism industry
a human touch is necessary. When asked about the relationships between managers and employees
and their role in innovation he says that if managers can produce an environment whereby
employees feel comfortable producing ideas and sharing ideas that may not even be that popular,
then more interesting ideas that lead to innovation may come about. Finally, J.H. believes that the
ideal work environment is the one where there is mutual respect between managers and employees
and employees feel protected and safe. Safe in terms of being unafraid of making mistakes and

sharing ideas no matter how strange they may be.

VI Similarities and Differences
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(1) Theoretical Contribution and Hypothesis

Before I start analyzing the data and talk about the similarities and differences between the
companies, I would like to mention the theoretical contributions and the hypothesis of this
research and build the analysis of the data based on it. First, this study will contribute to the
improvement of Disruptive Innovation theory by providing a clear framework for it when applied
in SMEs in the age of the Fourth Industrial Revolution. It will extend the theory by analyzing the
relationship between LMX Theory and Disruptive Innovation in SMEs environments and come
up with a coherent model that explains the relationship in a clear way.

By focusing on LMX theory which is a leadership style that focuses on human relationships
in organizations and use it as a tool to enhance disruptive innovation performance in SMEs, this
paper provides a new angle for studying the relationship between leadership and innovation. First,
this study emphasizes the importance of the technology and services of the Fourth Industrial
Revolution era, and how it relates to other important factors like innovation and leadership.
Second, the hypothesis of this study are consisting of four points. One, the elucidation of
Disruptive Innovation’s framework in tourism SMEs and that by clarifying the main elements
like leadership behavior regarding disruptive innovation, followers’ reaction towards disruptive
innovation process and ideal environmental factors for disruptive innovation. Two, the
enhancement of Leader-Member Exchange quality can help to improve disruptive innovation.
Three, the improvement in the exhibition of Leader-Member Exchange and Disruptive Innovation
methods can lead to a more efficient organizational performance. Four, the rapid changes that are
accompanying the Fourth Industrial Revolution in the work environment need a new research
strategy to shed light on them and to come up with new perspective for disruptive innovation in

the age of 4IR.

(2) Shared Themes between Saudi and Japanese companies

After explaining the theoretical contributions and the hypothesis of this research, now I will
use them to analyze the data. We will try to find the themes between the companies and shed light
on the similarities and differences between the Tourism SMEs in Saudi Arabia and Japan. I will
start by analyzing the responses of participants regarding question number four which was about
the changes that affect the market.

Three participants A.B. J.S. and L.H. agreed that coronavirus pandemic has a negative effect
on the tourism industry. However, two of the participants G. L. and K.Z. say that their business is
doing well. The reason is because both of them operate in rural areas and away from big cities.
During the coronavirus outbreak traditional Japanese hotels that operate in rural areas were perfect
places for domestic tourism. It’s a good idea for tourism companies to have other branches in

rural areas or have tourism activities in the suburbs so that they can use it during pandemic. In
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terms of the ideal leadership style, participants have different answers. Where L.H. from Saudi
Arabia and K.Z. from Japan agreed that hard-working is a vital element of effective leadership,
other participants had different answers. A. B. from the Saudi sample thinks that focusing on
financial issues is important for effectively leading your organizations. J. S. from Saudi Arabia
believes that teamwork is important, and J. H. thinks that leading by example is vital for leadership.
Regarding the ideal relationship between managers and employees all participants from the
Japanese sample believe that communication skills and listening to employees and understanding
their issues and problems can help to create a healthy relationship between managers and
employees. The participants from the Saudi Arabian sample have different answers. J. S. and A.
B. think that firmness is important to lead followers. Where L. H. says that honestly and
transparency are important. One of the main ideas of this research is that leadership can help to

enhance innovation.

(3) Leadership and Innovation

Question number seven ask participants about the possibility of leadership to have a positive
impact on innovation. All participants with no exception agreed that leadership can affect
innovation. K. Z. and J. H. from Japan believe that through active listening to employee’s leaders
can be able to stimulate innovation in their organizations. L. H. and J. S. from the Saudi sample
believe that developing the skills of employees through workshops and seminars can impact
innovation possibly. Where G. L. from Japan and A. B. from Saudi Arabia think that the
experience and the power leaders have can help organizations to engage in innovation activities
successfully.

One of the hypotheses of this study is that the enhancement of LMX leadership style can
help to improve disruptive innovation. Through the answers of participants, one can say that this
is a valid point. According to this research, innovation is divided into two types. The first type is
incremental innovation where the focus is on making improvements on popular products and
services. The second type of innovation is disruptive innovation and in this type the goal is to
create a completely new products and services with new characteristics and value. Five out of six
participants believe that both types of innovation are necessary for organizations. However, K. Z.
believes that disruptive innovation is more important than incremental innovation. One of the
main elements of this research is the Fourth Industrial Revolution and its technology. Their impact
on our social and work life is huge and a lot of companies have changed because of it. However,
the results of question number nine that is investigating the use of these technologies was

unexpected. Although it is important, but the sample of this study did not agree on that.

(4) Use of Technology
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Although, all participants from both countries agreed that leadership can affect innovation,
we find here in this question that the Saudi Arabian sample and the Japanese sample is completely
different. All the companies from Saudi Arabia say that they are using the new technology and
thinking of integrating more technology into their business. On the other hand, we find that all
the Japanese companies say that they do not use these technologies and some of them have never
used them before. This is a major difference, and it can give us a glimpse into the future of the

tourism industry in both countries.

(5) Leadership Style

Another main theme in this research is that leadership styles that encourage the focus on
human resource and in building relationships with members is effective in producing innovation.
This is because humans are vital and cannot be replaced by machines if organizations want to be
innovative. Question number eleven asked participants about the possibility of replacing humans
with machines to produce innovation. Four out of six companies say that machines cannot replace
humans in terms of producing creative ideas and the tourism industry needs human touch.
However, only K. Z. and J. S. believe that replacement is possible. According to the answers of
participants above we can say that LMX should encouraged among leaders because it focuses on
building high-quality relationship with employees and that can lead to more creativity and
innovation. Another major factor in this research is that LMX can lead to the enhancement of
organizational environment. When that happens creativity and innovation improve too, and the

overall performance of the company improves as well.

(6) Work Environment

Question number thirteen ask participants about their opinions regarding the ideal work
environment. All participants from both countries agreed that listening to employees, understand
their problems, and empathize and sympathize with them can make the work environment ideal
for them. When the work environment is ideal for employees, their creativity and innovation skills
can improve. Also, their loyalty and passion for their job can be stronger and bigger. This can lead
us to say that LMX can help to make a proper work environment for employees. The answers of
participants support the hypothesis of this research which states that LMX can help to strengthen
the relationship between leaders and followers through the building and investing in healthy and
meaningful relationship. This leads to the empowerment of the creativity and creativity skills of
employees and make them more passionate and loyal to their companies. In addition to that, it
can help to create an ideal work environment and improve the overall performance of

organizations.
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VII LMX and Disruptive Innovation: Dynamics and Interaction

(1) Introduction:

In this section I will explain the dynamics that happens between LMX and innovation. The
mechanism in which LMX can lead to the enhancement of Disruptive Innovation will be
explained. First, I will provide some examples from similar research and present the results of
these studies. Second, I will provide examples from the data I got from participants to show how
LMX can help to enhance Disruptive Innovation. In general, LMX can have a positive effect on
Disruptive Innovation through three main ways. One, LMX helps to create a safe environment
that encourages innovative work behavior for employees. Two, LMX can enhances Disruptive
Innovation by indirectly affecting the creativity skills of employees. When creativity skills of
employees are high, they become able to come up with novel and useful ideas that can be turned
into innovative products and services. Three, LMX has a positive effect on the motivation and
organizational commitment of employees. This can affect Disruptive Innovation positively
because employees will have higher motivation and more passion for success at work which is
known to lead to improved creativity and innovation for organizations. I will provide studies that
support the above-mentioned points. After that I will provide examples from the interview that

have been done in Saudi Arabia and Japan.

(2) LMX Helps to Create Disruptive Innovation Through the Creation of Safe
Environments That Empower Innovative Work Behavior (IWB)

First, I would like to analyze the first mechanism in which LMX can lead to the enhancement
of Disruptive Innovation in organizations. As I explained above, LMX can lead to the
enhancement of Disruptive Innovation through creating a safe and encouraging environment for
employees. Such environments can help to develop Innovative Work Behavior (IWB) for
employees. IWB is the ability to produce new and useful ideas and implement them successfully
to increase sales and organizational performance. In a study on LMX and Innovation that has been
done on a Dutch and German survey technical organizations, researchers found that LMX has a
positive effect on IWB. In addition, LMX can have a positive effect on satisfaction, leader support
and organizational commitment which all factors that can lead the enhancement of organizational
innovation (K. Sanders. et al., 2010: 60). As one can see that LMX has a positive effect on many
organizational factors such as IWB, satisfaction, leader support and organizational commitment.
All these factors that can have a positive effect on organizational innovation capabilities including
Disruptive Innovation.

Now I would like to provide some examples from the data I collected through

questionnaires that supports the above data. The first example can be seen with A. B. who is the
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President of Aid Bdar for Motamreen Services. He believes that the human element is necessary
in supporting innovative abilities for employees. He says that healthy and meaningful relationship
between leaders and members can have a positive effect on creativity. This creativity can be turn
into innovative ideas and products for companies. He believes that if employees are satisfied and
proud of their work, it means that environment is healthy and supports innovation. One of the
disruptively innovative ideas this company came up with was to automatize all their wok office
producers and the issuing of tourism visas for visitors from outside Saudi Arabia. This disruptively
innovative service was done to counterattack the negative effect of COVID-19 Pandemic and to
attract young customers who relay mostly on technology. Disruptive Innovation products and
services are usually cheaper and more convenient than other products (Christensen et al., 2013:
3).

Unlike, other companies that decided to shut down their operations because of the economic
situation, A. B. and his team decided to use innovative products and services to reduce spending
and attract new customers. Using disruptively innovative products such as online issuing of
applications for tourism visas helps A. B. and his team to cope with the changes of the market and
it attracted new customers. Also, the new products are cheaper and more convenient than other
products available in the market which gives it the characteristics of Disruptive Innovation. A. B.
and his team used Disruptive Innovation and created new, cheap, and convenient products to
overcome the challenges of the market and to increase sales and attract new customers.

Another example can be seen in J. S. and his company which operates in the hotel and
tourism industry. The company of J.S. provides various products and services for tourists from
inside and outside Saudi Arabia. The response of J.S. of question number five in the survey was
that having a high-quality relationship with employees and working with team spirit is necessary.
It is clear that J.S. is putting an emphasis on human relationships and LMX. As mentioned before,
LMX helps to create a safe environment that encourages (IWB) for employees. For example, J.S.
developed a disruptive innovation based on robotics technology and cloud computing technology.
In the survey in question number nine J.S. mentioned that his company is using robotic and cloud
computing technology to improve organizational performance and innovation. Using products
and services that are based on robotic and clouding technology can be seen as a Disruptive
Innovation strategy. A study done by Catinean, 1., and Candea, D. (2013) on The Characteristics
of the Cloud Computing Model as a Disruptive Innovation. They found that cloud computing
technology can be used to create Disruptive Innovation products and services. The Disruptive
Innovation products can change the pattern of consumption, create more opportunities for
companies, and drive economic growth (Catinean, L., and Candea, D. 2013: 785). To sum up,
LMX helps to create a safe environment that encourages innovative work behavior for employees.

J.S. and his team believe that functioning and healthy relationships between leaders and
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employees is important for organizational performance and innovation. This help J.S. and his
company to have inducive and encouraging environment for Disruptive Innovation. As a result,

they developed Disruptive Innovation products based on robotic and cloud computing technology.

Figure 30: The positive Effect of LMX on Disruptive Innovation

Source: Made by the Author

(3) LMX Can Enhance Disruptive Innovation by Indirectly Affecting Creativity
Skills of Employees

The second mechanism in which LMX can help to create Disruptive Innovation is through the
indirect effect of creativity skills. I mentioned before that creativity is the first step towards
innovation. Creativity can be defined as the ability to come up with novel and useful ideas. After
creativity comes innovation which is the implementation of these ideas and turned them into new
and useful products for consumption. LMX can help to create Disruptive Innovation through the
enhancement of creativity thinking skills of employees. In a study done by Volmer, J. et al., (2012),
to test the relationship between LMX and creative work environment, they found that fosters
creativity of employees. This is because high-quality LMX leads to more job autonomy for
employees. This freedom at work gives employees more influence on the way in which they
accomplish tasks (Volmer, J. et al., 2012: 8). When there is a high-quality LMX between leaders

and members, there will be more trust between them. This trust allows leaders and managers to
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give more trust for employees to accomplish tasks the way employees think is good. When
employees have more freedom over their tasks, they can be able to come up with many creative
ideas for their companies. These creative ideas can be turn into Disruptive Innovation products
and services for consumption.

To understand more why job autonomy that leads to creativity is important for Disruptive
Innovation, we need first to know the characteristics of Disruptive Innovation products.
According to the research of Clayton Christensen who coined the term Disruptive Innovation and
other researchers, Disruptive Innovation products have the following characteristics. The new
product (the disruptive innovation) does not perform well at the beginning, especially when
compare with other popular products consumed by mainstream customers. However, the new
product (the disruptive innovation) keeps improving and fixing the problem it has until it become
very efficient product. At this point the new product (the disruptive innovation) on an alternate
dimension and thus open up a new market. In other scenarios, the new product (the disruptive
innovation) replaces old products because it is easier to use and cheaper in price (Schmidt, G. M.,
and Druehl, C. T. 2008: 347).

As one can see from the description above, Disruptive Innovation products do not perform
well at the beginning. However, when the employees given job anatomy and freedom to try the
product and test it in different ways it can be very successful and replace old products. LMX allow
for more freedom and more job anatomy for employees to accomplish their tasks. This freedom
leads to creative ways of testing and developing the new product until it reaches a point where it
can replace old products or open up a new market. To summarize, LMX can help to create
Disruptive Innovation because it gives employees more freedom and job autonomy. Freedom and
job autonomy allow them to have influence on the way they accomplish tasks. As a result,
employees can be more able to come up with creative solutions to solve the problems that usually
accompany Disruptive Innovation products at the beginning. They keep improving the new
product (the disruptive innovation) with creative ideas until it replaces old products or open up
new markets.

Now I would like to present some examples from the interviews I made that support the above-
mentioned points. I will start with J.H. who works for Osaka Convention and Tourism Bureau,
which is a medium-sized organization that promotes tourism activities. In question number five
in the survey, J.H. was asked about the leadership style fits their organization. His response was
that leaders need to be lively and active with others, and to positive and energetic to be successful.
J.H. believes that a high-quality relationship between leaders and managers is necessary for any
organization to be successful. It is clear that J.H. is putting a huge emphasis on LMX and its role
in enhancing organizational performance. In the survey, J.H. mentioned that his company is using

new technological solutions to promote their products. He also mentioned that his company is
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developing a new application for their company. New technological solutions and applications
have the characteristics of Disruptive Innovation. According to research, Disruptive Technologies
such as applications and other technological solutions takes time until they become successful
(Vecchiato, R. 2017: 4). J.H. mentioned that LMX is important for any organization. As a result
of that, J.H. and his company are working and developing Disruptive Innovation products. Since
LMX is high in J.H. Company, this allows them to have more job anatomy and more freedom to
develop new and innovative technological solutions. Job anatomy enhances creativity and
creativity helps to create new solutions for the problems that usually face Disruptive Innovation
at the first stages of their development phase. These creative solutions for the new product (the
disruptive innovation) will help to make sufficient for costumers.

Another example can be seen in A. B. who is the president of small tourism company in Saudi
Arabia. When asked about the importance of innovation his response was that innovation is vital
for their company. In question number nine in the survey, A. B. says that his company is
developing a new product using the technology of Virtual Reality (VR). Using VR technology to
create new products in the market is Disruptive Innovation. VR based products have the
characteristics of Disruptive Innovation that I mentioned before. They are completely new, and
they can open up new markets with new needs to be met. Both new costumers and mainstream
customers will find that the new product (the disruptive innovation) will be able to meet their
needs with cheaper price and more convince. "

Now, when analyzing the human relations aspect of A. B. and his company, one can find that
LMX is a huge part of their interaction with each other. In question number six which investigates
the nature of the relationship between leaders and employees, A.B. says that leaders should treat
employees nicely and be close from employees. This an indication of high LMX from A.B. who
is the president of the company. The high-quality LMX between A.B. and his followers will lead
to more job anatomy and more freedom for employees. As consequence, employees developed
high creativity skills that allowed them to come up with the new product (the disruptive
innovation) which is based on VR technology. All in all, because the level of LMX is high in the
company of A.B. they were able to have more freedom and job anatomy. This allowed them to
create Disruptive Innovation products that are based on VR technology and is considered new

and unique in the market.
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Figure 31: The process of LMX, job anatomy, creativity, and Disruptive Innovation

Job Anatomy Disruptive
LMX 4
Creativity Innovation

(4) LMX Has a Positive Effect on Motivation and Organizational Commitment
The third strategy in which LMX can increase innovation is through the enhancement of
motivation and organizational commitment of employees. When the level of motivation and
organizational commitment is high, the level of creativity, innovation, and performance increase
as well. This is very important because the attitude of employees has a direct effect on the work
of the organization. Motivational communication is key in organizational success (Laziroiu, G.
2015: 72). Motivation is very important because it leads employees to step out of their comfort
zone and be more willing to engage in challenging tasks. In addition to the enhancement of
organizational performance, motivation also can have a positive effect on creativity and
innovation. On study that was done by Malik, M., et al (2015), to investigate LMX quality
relationship on employee motivation with a sample of 1500 employees across four countries. The
result showed that there is a direct and positive relationship between LMX and employee
motivation. Also, LMX has a positive effect on satisfaction, Psychological Empowerment and
lowers the employee stress, turnover (Malik, M., et al., 2015: 1987). Employee motivation has
positive effect on organizational performance, and it can enhance the performance and lead to
more growth. According to the evidence from the research above, LMX can enhance employee
motivation and lead to more sustainability and success for companies.
Now I would like to explain how motivation and LMX can help to enhance Disruptive
Innovation. LMX can increase employ motivation that is necessary for optimal performance of

organizations. Also, motivation is a vital element in creative thinking which is considered the first
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step towards innovation. A Pennsylvania University professors named Forgeard and Mecklenburg
done a research in (2013) to explore the relationship between creative thinking and motivation.
In their study they mentioned that past research supports the idea that intrinsic motivation is
important for creative thinking (Forgeard and Mecklenburg 2013: 255). According to the data
from the studies above, LMX has a positive connection to motivation and motivation is an
important element in creative and original thinking. I mentioned before that creativity is important
for Disruptive Innovation. This is because the creative ideas can be turned into Disruptive
Innovation products and services to be consumed by customers. Also, creativity helps to
overcome the challenges that usually face the new product (Disruptive Innovation) until it reaches
a level where it can replace old products or open-up new markets.

I would like to present examples from the data I collected from Saudi and Japanese companies.
The first example is K.Z. who is the owner of a small hotel in Kyoto that is also provides different
activities for tourists. K.Z. has mentioned in the interview that effective leaders should work in
harmony with others. She also believes that communication skills are the most important factor
that can determine the quality of the relationship between managers and employees. K.Z.
leadership tyle puts an importance on building high-quality LMX with her employees. She also
mentioned that in the past it was mostly tourists who would come and use the products of the
hotel. However, K.Z. and her team developed new products for customers who come for business
trips. According to the data of research I mentioned earlier, opening up new markets is one of the
characteristics of Disruptive Innovation (Schmidt, G. M., and Druehl, C. T. 2008: 347).

In response to question number five of the interview, K.Z. says that motivation and the ability
to work hard to tackle the hardships of tasks is necessary for organizations. She believes that
motivation is necessary to tackle the challenges of work. The leadership style of K.Z. puts an
importance on communication and listening to the opinions of employees. This can be seen in the
survey in her response to question number six. As a result of the high LMX quality between K.Z.
and her employees, it led them to have the motivation to be more creative and look for
opportunities of opening up new markets. They are developing new Disruptive Innovation
products that target customers that go on business trips which is a completely new market with
completely new needs to be met for customers. In conclusion, high-quality LMX relationship
between K.Z. and her employees led them to have more motivation to tackle the challenges of the
work. The motivation impacts creative thinking positively, and as a result new product (Disruptive
Innovation) that target and open up new markets are developed.

Another example can be taken from A. D. who works as a leader and coordinator at Saudi
company that organize tourism events. In question number five when A.D. asked about his
leadership style, he says that ideal leadership style requires leaders to be empathetic and

sympathetic and put themselves in the position of their employees. On a recent study that has
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been done by Weisz, E. et al., (2021), on a two hundred ninety-two first-year college students to
test the relationship between empathy and motivation. The found that empathy which is the ability
to understand the feelings and needs of other people can lead to greater relationship satisfaction.
In addition, they also found that there is a positive relationship between empathy and motivation
(Weisz, E. etal., 2021: 3). As one can see from the research above that empathy and understanding
the needs of other can increase motivation.

A. D. believes that his leadership style focuses on empathy and putting himself in his
employee’s place. He does that to strengthen his relationship with them and to increase motivation.
The way A. D. is following in his leadership style emphasize a high quality LMX that lead to
increased motivation and creativity for employees. As a result, A. D. and his team were able to
produce Disruptive Innovation Products. This can be seen clearly in question number nine when
he mentioned that his company has used Al and other advanced company with old products to
create something new. He also mentioned in question number eight that Disruptive Innovation
that has the ability to replace old products and open up new markets are very important for his
company.

Overall, motivation is very important for organizational performance and for creative thinking
of employees. According to the research above, LMX has the ability to increase motivation and
organizational commitment of employees. Therefore, using LMX leadership style to build high
quality relationships with employees will increase their motivation and creativity and that will
result in the production of Disruptive Innovation as we saw from the examples of A.D. and K.Z

above.

Figure 32: LMX, Motivation and Disruptive Innovation
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VII Conclusion

In conclusion, the data analysis above showed us that the hypothesis of this research is valid
for the following reasons. One, in this research I argue that LMX can help to enhance disruptive
innovation in organizations. The results that came from participants showed that all of them
agreed leadership can affect innovation in organizations. This backup the argument of this
research and therefore is to be considered valid. Two, in this study I argued that disruptive
innovation is vital for organizations if they want to survive. According to the data we got from
companies in Saudi Arabia and Japan, five out of six companies agreed that disruptive innovation

is vital for their organizations. Therefore, I considered this hypothesis to be valid.

Table S: Validity of the Hypotheses of this Research
Validity of the Hypotheses

H1: LMX can help to enhance Disruptive Valid

Innovation in tourism SMEs

H2: Disruptive innovation can assist SMEs to Valid

survive in the long run

Source: Made by the Author
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Part V The Effectiveness of Functioning as a Robust Systems and Using Relational
Leadership to Enhance Disruptive Innovation in Small and Medium Enterprises
(SMEs)

I Introduction

In this part I will talk about the article that I wrote about The Effectiveness of Functioning as
a Robust Systems and Using Relational Leadership to Enhance Disruptive Innovation in Small
and Medium Enterprises (SMEs). The article was published in the Journal of the Academic
Society of Osaka Sangyo University. First, I will talk about the goals and the objectives of the
article. Second, I will explain the dynamics of Disruptive Innovation in unpredictable and
ambiguous markets. Third, the role of Relational Leadership as a tool to generate innovation will
be discussed. Fourth, I will examine the role environment when they function as Robust Systems
to support innovation. Fifth, I will connect the hypothesis of the article to the research questions
of this paper. Finally, I will conclude the article with a summary of the main points and explaining

the relationship between the article and this paper.

IT Goals and Objectives

The study investigates the important role that Relational Leadership plays in inducing
Disruptive Innovation in SMEs. It shows the vital role that Relational Leadership plays in
stimulating creative abilities of employees that are of high importance for Disruptive Innovation.
In addition, this study explores the rationale behind the necessity for SMEs to function as Robust
Systems to allow for more freedom and encouragement that are required for Disruptive Innovation.
Relational Leadership style and Robust Systems approaches can help SMEs in their Disruptive
Innovation endeavors. In today’s global market that is filled with challenges and instability
Disruptive Innovation can be a great weapon for many organizations. We live in an era where
SMEs face great challenges and fierce competition that may lead them to exit the market at any
time. Disruptive Innovation is required to avoid bankruptcy and to give SMEs the ability to grow.
It is important for SMEs to disruptively innovate their products, processes, procedures, and
services. Therefore, the objective of the study is to clarify the role that Relational Leadership

plays in inducing Disruptive Innovation in SMEs.

III The Dynamics of Disruptive Innovation

In today’s global market that is characterized by continues change and instability, Small and
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Medium Enterprises (SMEs) need more than just incremental innovations. Dr. Park, a professor
in the Management Department at Osaka Sangyo University, argues that the incremental
innovation that once helped the Japanese economy to be a superpower is not efficient anymore.
He claims that fear of failure and the risk aversion environment that many Japanese companies
are adopting is not helping them to successfully implement radical innovation. He suggests that
Japanese companies need to review their old management approaches and encourage new
approaches that can assist them to produce radical innovation (Park, M. 2013: 179). Innovation
plays a pivotal role in the long-term survival of organizations of all sizes. Some research studies
found that without innovation, organizations could not survive in the long run. In other words, all
organizations regardless of their size need innovation to survive and thrive. This is because of the
fierce competition that organizations face nationally and internationally. In addition to that, the
rapid changes in regulations and market conditions can lead to the emergence of new and unusual
challenges that require creative and innovative solutions. Most SMEs use incremental innovation
as the main method of innovation in their corporate strategy. The problem with this kind of
innovation is that it does not provide radical changes to the products and services that SMEs are
making for the market. This gives the opportunity for other firms to disrupt the market with new
and radical technologies and turn the table on their competitors. Disruptive Innovation requires
more than just incremental innovation that most SMEs are using. Failing to do so might allow
new entrants into the market to disruptively invent new technologies that will threaten the
existence of many SMEs and make them in danger of losing their market share or even worse

make them face the danger of bankruptcy.

IV Relational Leadership and Disruptive Innovation

Relationships play important role in successful leadership. Some contemporary definitions of
leadership consider the relationship between leaders and members as a basic and inseparable
component of leadership. Relational leadership can be divided into two main groups. First, the
entity perspective that considers the characteristics of individuals as they engage in relationships.
Second, a relational perspective, which describes leadership as a social process that members of
society create together and deals with this phenomenon as a one entity. One of the most famous
leadership theories that focuses on relationships is Leaders Member Exchange (LMX). LMX is
an effective approach to analyze the effect of the relationship between leaders and members. It is
considered, by many researchers to be the most important dyadic theory in leadership. Disruptive
Innovation involves risk and uncertainty and, engaging in Disruptive Innovation activities, means
that organization need to invest a lot of money, time, and effort on something that has not proven

to be successful yet. In addition to that, it means that organizations need to target customers that
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are not considered from the mainstream. The attributes of Relational Leadership can help to
generate Disruptive Innovation results in SMEs. These traits include mutual respect between
leaders and followers, trust, meaningful communication and listing to employees. Relational
Leadership values trust and meaningful communication and high-quality relationships. This can
help employees to feel safe and secure to pursue Disruptive Innovation. As mentioned above,
Disruptive Innovation involves ambiguity and uncertainty, and this requires leaders to be more
sensitive to their employees and to provide the trust and encouragement for them to stay strong

and continue to produce more innovative ideas.

V Robust Systems as a Prerequisites for Disruptive Innovation

The author of Robust Systems theory Barry Oshry thinks that organizations are patterns of
relationships rather than a collection of individuals. He suggests that any organization is divided
into Top, Middle, Bottom and Customers. The Top is characterized by complexity and
accountability. Middle is characterized by the feeling of being torn between the Top and Bottom.
The bottom is characterized by feeling invisible and vulnerable. Many problems can happen when
we do not understand what other people in different levels are going through. It is called Blindness
of the System and it can lead employees to live in an environment that is full of frustration and
conflict. If SMEs function as Robust Systems, their ability of Disruptive Innovation can be
enhanced. This is because organizations that function as Robust Systems have the ability to
provide a safe haven for their employees to be more courageous and more productive at work. In
addition, it helps to improve relationships and organizational learning that are necessary for
Disruptive Innovation. SMEs need to provide an environment where employees can feel safe to
show their creative abilities. Providing such an environment is vital for any creative or innovation
activity. Robust Systems can help SMEs to enhance their innovation performance and creates an
innovative climate. In addition to that, it can lead to more employee and consumer satisfaction
and enhance the perception of service effectiveness by customers. Innovative climate can be
achieved when employees perceive that the leadership is supporting innovative endeavor and

belief in their ability to be creative.

VI Hypotheses and Research Questions: Similarities and Differences

In this part, I will explain the connection between the article that I published in the Journal of
the Academic Society of Osaka Sangyo University and the present paper. First, I will start with

mentioning the research questions of the article. The research questions are what Disruptive
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Innovation is, and why is it important for SMEs in today’s global market? How is Relational
Leadership different from other styles of leadership, and what makes it effective in enhancing
Disruptive Innovation? Why is it important for SMEs to operate as Robust Systems, and how can
that improve Disruptive Innovation for SMEs? What are the innovation barriers for SMEs? And
how can Relational Leadership and Robust System theory help to overcome innovation barriers?
Second, I will talk about the hypothesis of the article and then link it to the ideas of the present
paper. In the article I argued that Relational Leadership improves Disruptive Innovation
performance in SMEs. In addition, I stated that Organizational climate affects innovation
performance in SMEs and functioning as Robust Systems can enhance Disruptive Innovation in
SMEs.

After reviewing the research questions and the hypothesis of the article, I will link it the
objectives and goals of the present study. One, one of the research questions of the paper is why
is it important for SMEs to operate as Robust Systems, and how can that improve Disruptive
Innovation for SMEs? In addition, I argued that functioning as Robust Systems can enhance
Disruptive Innovation in SMEs. To link the research question and the hypothesis to the present
paper, I would like to mention that in this paper I argued that Leadership styles that focus on the
nurturement of human relations like LMX can have a great effect on organizational environment
and employees’ satisfaction. I believe that organizational environment is essential in enhancing
Disruptive Innovation in SMEs. In the article I said that organizational environment can be
enhanced in SMEs through functioning as Robust Systems. In this paper, I claim that
organizational environment can be improved through LMX. Both methods of LMX and
functioning as Robust Systems can lead to a better organizational environment. Safe and secure
organizational environment is important for improving creativity skills of employees. As a result,
the innovation capabilities will improve, and organizations will be able to produce innovative
products and services.

A major difference between the article and the present paper is the focus of the study. In other
words, in the article the focus is leadership and its role in creating a safe environment for
employees to be able to improve their creative and innovative skills. On the other hand, the present
study analysis the relationship between leaders and members and the effect of the relationship on
creativity and innovation dynamics in SMEs. In the article I mentioned that the purpose of
applying Robust Systems is to convert system blindness into system sight. Blindness inside the
system creates a lot of stress, lack of understanding and non-transparency. All these factors can
cripple any innovation activity and limit the ability of SMEs to be innovative. One can see here
that the analysis is including the organizational environment and the role of leadership in
enhancing it. In the present study, I argue that high-quality LMX relationship between leaders and

members can help SMEs to enhance Disruptive Innovation in SMEs. The main analysis of this
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paper is the affect of relationships between leaders and members on the dynamics of innovation.

VII Conclusion

In this part, I discussed the goals and the objectives of the article. I also explained the dynamics
of Disruptive Innovation in unpredictable and ambiguous markets. Moreover, the role of
Relational Leadership as a tool to generate innovation has been analyzed. In addition, I talked
about the role that environments play when they function as Robust Systems to support innovation.

Finally, I mentioned and connected the hypothesis of the article to the research questions of this

paper.

Figure 33: Similarities and Differences between the two papers

Source: Made by the Author
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Part VI Tourism Industry in Saudi Arabia and Japan: Policies, Practices, Laws and
the Effect of the Fourth Industrial Revolution (4IR) and The Coronavirus Disease
(COVID-19) Pandemic

I Introduction

In this part, a light will be shed on the policies, practices, and laws of tourism industry in
Saudi Arabia and Japan. In addition, the effect of The Fourth Industrial Revolution (4IR) and The
Coronavirus Disease (COVID-19) Pandemic will also be included.® First, the history, policies,
and the characteristics of the tourism industry in Saudi Arabia will be investigated. Following that
will a through description about Japanese tourism industry and its unique features. After that, a
comparison will be conducted to mention the similarities and differences between the tourism
industries in Saudi Arabia and Japan. Another section will be about the effect of The Fourth
Industrial Revolution (4IR) and The Coronavirus Disease (COVID-19) Pandemic on the tourism
industry in Saudi Arabia and Japan. Finally, I will include a conclusion section that summarizes

the analysis of this part.

II Tourism Industry in Saudi Arabia

As a leading country in both the Arabic and the Islamic world, Saudi Arabia has always been a
place of interest for many people. With a great geographical location that can be accessed from
Asia, Europe and Africa Saudi Arabia has a great location that makes easy for travelers to visit
the kingdom. For decades Saudi Arabia has relied on oil revenue as the main source for its
economy. However, many countries around the world are trying to rely more on renewable energy
such as electricity and solar energy because they are environmentally friendly resources.’’ This
shift from using traditional energy sources such as oil and gas has pressured Saudi Arabia to
change its strategy and to adopt a more flexible and sustainable resources to support the economy.
Tourism is one of the main resources that are included in the Saudi strategy to diversify its
economy.

Saudi Arabia has always been one of the most popular places for spiritual tourism for Muslims

around the world.*®The reason behind this is because Saudi Arabia the most two holiest mosques

36 Coronavirus Disease (COVID-19) is a deadly virus that attacks the respiratory system. It has been defined as a

group of highly diverse, enveloped, positive sense, and single stranded RNA viruses. They cause diseases involving
respiratory, enteric, hepatic, and neurological systems with vary severity among humans and animals (He, F. et al.,
2020: 719).

37 Clean Energy can meet the demands of the global market on fuel without harming the environment. Some research
claim that the aim of clean energy is to provide better efficiency, better resources use, better cost effectiveness, better
environment, better energy security, and better design and analysis (Dincer, . and Acar, C. 2015: 586).

3% The Islamic world is called on the countries that consider Islam Religion as the main religion in the country. it
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in Islam Religion. The first mosque is the Grand Mosque of Mecca, and it is in Mecca city which
is the birthplace of Islam Religion®. The second mosque is The Prophet's Mosque in Medina city
and it is located in the western side of Saudi Arabia. Spiritual tourism in Saudi Arabia has always
been the strongest and the most profitable tourism sector. Most of the profits go back to charity
organizations in Saudi Arabia and a small percentage goes to public institutions. Most visitors go
Mecca in Pilgrimage Month (D al-Hijjah) which is the last month in the Islamic calendar®’. The
place for pilgrimage for Muslims is in mecca city in Saudi Arabia. After finishing from pilgrimage
in Mecca city, pilgrims go medina city which is also know as the city of the Prophet Mohamed*'.
More than three million pilgrims visit the kingdom every year to do the annual Islamic Pilgrimage
in Mecca and Medina (Omoden, et al., 2021: 1).

In the last few years, the Kingdom of Saudi Arabia has been working towards making the
country one of the biggest tourist destinations in the world. In cooperation with national and
international investment institutions Saudi Arabia has released major tourist projects such as
Neom Project, Red Sea Project and Qiddiya Project. First, Neom Project and the aim is to build a
city from scratch in the western side of the kingdom and it will be a smart city that uses the latest
technology, and it is planned to be one of the most popular tourist spots in the world (Khalid. A.,
2019: 181). Second, The Red Sea Project which is a luxurious tourist destination that is being
built on the costal lines of the Red Sea in Western Saudi Arabia. The Red Sea Project will be one
of the most important projects for the tourism industry in Saudi Arabia. Third, Qiddiya Project is
another megaproject that is built near Riyadh City which is the capital city of Saudi Arabia. It is
an entertainment project that will include tourist spots such as theme parks, sports stadiums,
museums, and public parks.

The government of Saudi Arabia is planning to make the tourism industry as one of the biggest
in the world. Spiritual tourism and the new megaprojects will boost the tourism industry in Saudi
Arabia and makes a great economical resource. However, Saudi Arabia is the birthplace of Islam,
and it is considered one of the most influential countries in the Islamic world. The laws of the
tourism industry are hugely affected by Islam religion. For example, drinking alcohol is prohibited
in the kingdom and tourists are not allowed to drink in public places. Also, adult entertainment
activities and night clubs are against the Islamic rules and are not allowed in Saudi Arabia (Amro

M., 2019: 663). Like any other country, Saudi Arabia is trying to attract tourists from all around

spreads throughout Europe, Asia, and east Europe. Saudi Arabia is considered one of the most important countries in
the world because it is the birthplace of Islam and it has the two most holiest mosques in mecca and Madinah cities.

39 Mecca city is considered the birthplace of Islam Religion because the Prophet Mohamed was born in Mecca City.
In addition to that, during pilgrimage time Muslim people go to Mecca to visit the holy places of Islam Religion.

40 Islamic calendar has twelve months which are Muharram, Safar, Rabi* al-Awwal, Rab1' al-Thani,
Jumada al-Awwal, Jumada al-Thani, Rajab, Sha‘'ban, Ramadan , Shawwal, Dhi al-Qa‘dah, and Dhi al-Hijjah.
Pilgrimage Month (D al-Hijjah) is the last month in the Islamic calendar.
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the world to visit the country. Rules such as the banning of drinking alcohol might lure away
foreign tourists. To combat that the government of Saudi Arabia changed a lot of the procedures
that foreign tourists go through when applying for tourism visa and make them cheaper and faster.
Most foreign tourist spend less than thirty minutes to issue a tourism visa electronically and it is
valid for three months. Such procedures can help to attract more tourists to Saudi Arabia and

Reduce the effect that Islam religion has on the rules of tourism industry.

III Tourism Industry in Japan

Japan has always been a popular place for tourist who visit East Asian countries. There are
many reasons behind the popularity of Japan among foreigners. Japanese culture that is being
represented in Japanese animation, comic books and TV shows has a great influence inside and
outside Japan. Moreover, the Japanese cars and electronical products that are considered of high
quality and reasonable prices have made a great impact on global markets all around the world.
The soft power of Japan that comes from animation, TV shows, comic books and other
manufactured products such as electronical machines and vehicles make a great impact on the
image of Japan globally. Moreover, the soft power distributed through entertainment industry does
not only help to promote tourism, but also works as a mean to introduce the Japanese culture and
history to the world (Otmazgin, N. K. 2008: 74). In addition to the mentioned factors, the Japanese
modern public transportation systems and high safety rates and developed infrastructure add to
the popularity of Japan as tourist destination.

Japan is rich with natural, cultural, and historical places that spread throughout the country.
From Hokkaido to Okinawa, tourist can find many attractive and interesting places that provide
entertaining and educational opportunities for them. Since this research is analyzing Kansai
Region, I will focus on the tourism industry within Kansai Region. Beautiful nature, landscapes,
historical places, and other entertainment activities can be found in Kansai Region. Places like
Osaka, Kyoto, Kobe, and Okayama can provide rich and diverse activities for tourist. Visitors
enjoy going to hot springs, visiting historic shrines, famous castles and visiting natural parks in
warm weather are reasons that attract tourists to visit the region (Nishimura and Fukushige, 2009:
9). In addition to beautiful nature and historic shrines and castles, Japanese food also play a major
role in Japanese tourism for foreigners. Different areas in Japan provide different dishes that can
richen the experience of travelers in Kansai Region. For instance, the food in Kansai region has a
strong salty and sweet taste and a deep color comparing to other areas in Japan like Kanto Region
(Matoba, 2002: 223). Kansai Region has many characteristics that make it one of the most popular
destinations for tourist in Japan.

One of the challenges that Japanese society is facing is the increased number of aging
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population and the decline in birth rates over the past few decades. This has its impact on all
aspect of the social and economic situations in Japan. The hospitality industry is said to be the
best in the world, but the shortage in workers can have a negative impact on it. Another challenge
that is facing the tourism industry in Japan is natural disasters such as earthquakes and typhoons.
They can impact the number of visitors in a negative way, and it can lead to a decrease in the
number of visitors to Japan. For instance, the Great East Japan Earthquake that happened in 2011
lead the number of tourists to decrease in huge percentage. To combat these challenges Japan is
using modern technology as methods that can help the tourism industry overcome the challenges
it faces. Robots, IoT technology, big data and Al are some of the methods that will be utilized to

solve the problems facing tourism industry in Japan (Oyabu, T., et al 2020: 156-158).

IV Similarities and Differences between Saudi and Japanese Tourism Industry

There are some similarities and differences between the tourism industry in Saudi Arabia and
Japan. First, the sources of strength in the tourism industry in Saudi Arabia and Japan are different.
In Saudi Arabia, spiritual tourism is strong because Saudi Arabia has the two holiest mosques in
Islam religion. Spiritual tourism in Saudi Arabia has always been a source of power for the tourism
industry in the country. On the other hand, the source of power of Japanese tourism industry
comes mainly from soft power. Animation, comic books, TV shows, and movies has a great
popularity outside Japan, and it acts as a source of attraction for tourists. Also, car industry
electrical goods and manufactured products are popular because of their high quality and low
prices. This can improve the image of Japan for foreigners and as a tool for attraction for the
tourism industry in the country.

Tourism industry faces various challenges that differ from country to country. In Saudi Arabia
the reliance on spiritual tourism is not helping the industry to divers its sources of profit. Another
challenge that faces tourism industry in Saudi Arabia is the lack of modern and strong public
transportation system that allow visitors to move freely and comfortably in Saudi Arabia.
However, challenges in the Japanese tourism industry are different and it is mainly related to the
decline of birth rates. This problem can affect the tourism industry in the form of shortage of
workers. The human element is essential in many of the tourism industry facilities such as hotels,
restaurants, theme parks and other entertainment projects. For tourism industry in Saudi Arabia
and Japan one can find that challenges are different, and each country is trying to overcome the

challenges and achieve the desired goals.
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Figure 34: Strength Points of Saudi and Japanese Tourism Industry
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(1) Differences Between Saudi and Japanese Tourism SMEs

In the section above, I explained the general characteristics that differentiates between Saudi
Arabia and Japan in the tourism industry. Now, I would like to identify the similarities and
differences of Saudi and Japanese tourism SMEs based on the data I collected. I will provide
examples and situations that will provide an explanation of the differences between Saudi and
Japanese tourism SMEs. In general, the differences that distinguish Saudi and Japanese tourism
SME:s are location of operation, the use of technology, and the variety of products and operations

of the company.

(2) The Geographical Location of Operation of Saudi and Japanese Tourism SMEs
One of the differences that were clear in the data I collected from Saudi and Japanese tourism
SMEs is the geographical location of operation. For example, all the three companies from Saudi
Arabia are operating in big cities. On the other hand, two out of three companies in Japan were
operating in rural areas in Kansai Region. Only one company from Japan that was represented by
J.H. operated in Osaka City. This can be due to several factors such as the fact that Saudi Arabia
is mostly a desert. The hot desert climate makes it difficult for people to live in rural areas and
they usually have little activities in that area. However, in Japan rural areas are considered
beautiful places that people can live and have many educational and business activities.

There are a few factors that affect and differentiate between tourism SMEs that operate in big
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cities and rural areas. One of the most important factors is health pandemics and economic
changes in the market. For instance, COVID-~19 Pandemic has a huge affect on tourism industry
all around the world. However, according to the data of this study, tourism SMEs that operated in
rural areas were less harmed by the pandemic due to the low number of COVID-19 cases
compared to big cities. For example, two of the participants G. L. and K.Z. say that their business
is doing well. The reason is because both of them operate in rural areas and away from big cities.
On the other hand, the three participants from Saudi Arabia A.B. J.S. and A.D. agreed that
coronavirus pandemic has a negative effect on the tourism industry. According to the collected
data above, geographical location of operation is one of the differences between Saudi and
Japanese tourism SMEs. Also, this factor helps Japanese tourism SMEs to take less damage than
Saudi tourism SMEs during COVID-19 Pandemic.

(3) Technology Utilization and Implementation in Saudi and Japanese Tourism

SMEs

From the data collected from Saudi and Japanese tourism SMEs, I found that the use of
technology is different. From the survey I found that Saudi tourism SMEs relay more on new
technological solutions to manage their business and promote and market their products. On the
other hand, one company out of three companies in Japan says that they are using technological
solutions in the operations. This may be due to the fact that some Japanese tourism SMEs focuses
their activity on traditional Japanese hotels that provide original and classical experience for
foreign tourists who would like to experience authentic Japanese culture.

All the companies from Saudi Arabia say that they are using the new technology and thinking
of integrating more technology into their business. On the other hand, we find that two Japanese
companies say that they do not use these technologies in their operations. For example, J.S. and
his team from Saudi Arabia developed a disruptive innovation based on robotics technology and
cloud computing technology. Another example from Saudi tourism SMEs, A. B. who says that
his company is developing a new product using the technology of Virtual Reality (VR). On the
other hand, in Japan only one company represented by J.H. mentioned that his company is

developing a new phone application to promote their products.

(4) The Difference in The Variety of Products and operations in Saudi and Japanese
Tourism SMEs
One of the differences that was clear from the data collected in this research is the variety of
products and operations of Saudi and Japanese tourism SMEs. In other words, where Japanese
companies focused on providing few selected products for customers, Saudi tourism SMEs have

various products for customers. All the three companies from Saudi Arabia mentioned that their
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operation target more than one targeting strategies when it comes to marketing and diversification
of product. However, in Japanese tourism SMEs, two out of the three companies mentioned that
their operation focused mainly on hotel services.

Now I would like to provide some examples that clarify the points mentioned above. For
example, the company of A. B. from Saudi Arabia provides a variety of tourism activities and
specializes in religious tourism. In addition, they provide different services that are related to visa
issuing and tourism trips. Also, the company of J.S. provides a lot of services in the hotel and
food industry. Their food services are mainly targeting hotels in Makkah Region. On the other
hand, we find all the three companies in Japan target only one set of services and products in their
business. For instance, two of the participants G. L. and K.Z. say that their business focuses on
traditional Japanese hotels. They focus on providing an authentic Japanese experience for
customers. J.H. mentioned that his company provides tourism activities in Osaka area. Although,
J.H. involve in organization where they interact frequently with visitors from outside Japan, they

do not provide services related to visa issuing like the case in Saudi tourism SMEs.

Figure 35: Differences between Saudi and Japanese Tourism SMEs

Source: Made by the Author

V The effect of The Fourth Industrial Revolution (4IR) On Tourism Industry in
Saudi Arabia and Japan

To overcome the challenges and attract more tourists Saudi Arabia and Japan are using the
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technology of The Fourth Industrial Revolution (4IR). In Saudi Arabia the government is building
megaprojects to create growth opportunities for economic and tourism sectors. Technologies such
as 5G, Big Data Analysis, Artificial Intelligence, Internet of Things and Cloud Computing will be
the basis of Neom Project and other big tourism project in the country. The government of Saudi
Arabia is not only trying to use the technology of The Fourth Industrial Revolution (4IR) to
overcome challenges, but also to create new possibilities in the tourism industry world. In Neom
Project the city will use Artificial Intelligence to manage the public facilities. Also, it will use
Autonomous Driving Technology in its public transportation system. Neom Project is believed to
be the biggest smart city in the world that uses the latest technology of the Fourth Industrial
Revolution (4IR) to manage the different facilities inside the project (Aloatibi, L., and Lila S.,
2021: 318). Inside Neom Project there will be a city called The Line which extends for 170 KM,
and it will rely on the latest technology to build its infrastructure*?. Other megaprojects such as
Red Sea Project and Qiddiya Project will include the latest technology of the Fourth Industrial
Revolution (4IR) but to a lesser degree. The use of the technology of the Fourth Industrial
Revolution (4IR) will help the tourism industry in Saudi Arabia to overcome the challenges it
faces, and it will create a new opportunity for the industry.

In Japan the problem of aging is affecting all areas of life including tourism industry.
Innovation is one of the options that Japanese tourism industry can use to minimize the negative
effect of the problem of aging and birth rate decline. Shortage in workers can have a huge impact
on any industry, but it is especially devastating for industries that depend on human resources
such as hospitality sector which is a part of tourism industry. Using latest technology such as
Autonomous Driving Technology will help to make up for the deficiency. Some hotels and
restaurants in Japan are using robots to compensate for the shortage of workers. Artificial
Intelligence and Internet of Things can provide many solutions and create new chances for the
tourism industry in Japan (Oyabu, T., et al 2020: 155-159). Like any other industry the Japanese
tourism industry is facing some hurdles on its way to success and using the technology of Fourth
Industrial Revolution (41R) will enable organizations to innovate and come up with solutions for

the problems they are facing.
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Figure 36: Use of the Technology of the Fourth Industrial Revolution (4IR)
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VI Saudi and Japanese Tourism Industry and Coronavirus Disease (COVID-19)

Pandemic

The Coronavirus Disease (COVID-19) Pandemic > has caused many industries,
organizations, and countries to face the danger of bankruptcy. The pandemic started in China, and
it spread quickly to hit most countries of the world. Some industries in particular, faced the most
damaging effect as a result of the spread of The Coronavirus Disease (COVID-19). The aviation
industry and the tourism industry which include hospitality and food industry have all been
affected negatively by the pandemic (Laing, T. 2020: 580). This paper is investigating the tourism
industry in Saudi Arabia and Japan. Therefore, the analysis will only include the tourism industry
in Saudi Arabia and Japan.

Saudi Arabia has been affected by The Coronavirus Disease (COVID-19) Pandemic in many
industries. Almost all sectors of the economy were affected by COVID-19 in Saudi Arabia,
however the airlines sector was the first industry to be affected. In 2020 Saudi Arabia suspended

international flights from March 15 and domestic flights from March 21 in response to
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Coronavirus Disease (COVID-19) Pandemic. This had a major impact on the tourism industry in
Saudi Arabia. For the first time since its establishment in 1932 visitors from inside and outside
Saudi Arabia were not able to go to the Grand Mosque of Mecca City, and the Prophet’s Mosque
in Medina city. And since the tourism industry in Saudi Arabia is relying heavily on spiritual
tourism the impact was huge and immediate. The new tourism visa that was launched in
September of 2019 allows more than 51 nationalities to enter the Saudi Arabia and enjoy its
tourism attractions. However, the Coronavirus Disease (COVID-19) Pandemic has destroyed all
the plans that the Saudi government had to revive the tourism industry. Small and Medium
Enterprises (SMEs) in Saudi Arabia are very important and their contribution to GDP is 28.7% in
2018 (Parveen, M. 2020: 3-14). The Saudi economy and the tourism industry has been hit by the
Coronavirus Disease (COVID-19) Pandemic, but the government is trying to pump life back again
into these important sectors.

Japanese economy, Small and Medium Enterprises (SMEs), and tourism industry were all
affected by the Coronavirus Disease (COVID-19) Pandemic. Domestic and international flights
were suspended causing a lot of businesses and organizations to close down forever. A state of
emergency was declared on 7 April 2020 in seven prefectures (Tokyo, Saitama, Chiba, Kanagawa,
Osaka, Hyogo, and Fukuoka); this was expanded to all 47 prefectures on 16 April 2020. This
caused the tourism industry to face a devastating consequence that led to a long-term crisis. A
survey that has been done by The Japan Tourism Agency showed that between March to June in
2020 the number of hotel guests staying in business hotels, resort hotels, city hotels, and ryokan
decreased by 48.9—84.9% compared with the same period in 2019. In addition to that, more than
32 million foreign visitors came to Japan in 2019, but only 4 million visit the country in 2020. To
minimize the effect of the Coronavirus Disease (COVID-19) Pandemic on the tourism industry,
the Japanese government initiated the “Go To Travel” campaign. The campaign offered drastic
discounts on hotel charges and issued coupons that acted as a “cash back” system and that could
be used for any type of consumption at travel destinations, thereby increasing consumer demand
with the aim of stimulating economic activity at local level (Anzai, A., and Nishiura, H. 2021: 1-
8). However, due to the severity of the number of people who were affected by the Coronavirus
Disease (COVID-19) Pandemic, the campaign did not really achieve its goals. Like most countries
in the world, the economic and tourism sectors in Japan have been affected negatively by the
Coronavirus Disease (COVID-19) Pandemic.

VII Conclusion

In this part, I analyzed the policies, practices, and laws of tourism industry in Saudi Arabia and

Japan. I followed that with an analysis of the effect of The Fourth Industrial Revolution (4IR) and
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The Coronavirus Disease (COVID-19) Pandemic on Saudi and Japanese tourism industry. In
addition, the history, policies, and the characteristics of the tourism industry in Saudi Arabia has
been investigated. The Japanese tourism industry and its unique features have been also included.
After that, a comparison between the similarities and differences between the tourism industries
in Saudi Arabia and Japan was shown. Finally, The Fourth Industrial Revolution (4IR) and The
Coronavirus Disease (COVID-19) Pandemic on the tourism industry in Saudi Arabia and Japan

was talked about in two different sections.
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Part VII Results and Contributions: Breakthrough, Discoveries and Uniqueness

I Introduction

In this part I will talk about the results, contributions, breakthroughs, discoveries, and the
uniqueness of this paper. First, I will mention the factor of Leader-Member Exchange (LMX) and
Disruptive Innovation in Tourism SMEs. The originality of the analysis regarding Leader-
Member Exchange (LMX) and Disruptive Innovation in Tourism SMEs will discussed. After that
I would like to mention the distinctiveness that come from the prior research. There are unique
points of this research that comes from comparing it to past studies and these points will be
mentioned. Finally, the unique points of this paper that is regarding the linking of leadership,

creativity, and innovation will be examined.

Il Leader-Member Exchange (LMX) and Disruptive Innovation in Tourism SMEs

The objective of this research was to investigate the effect of Leader-Member Exchange
(LMX) on Disruptive Innovation in Saudi and Japanese tourism SMEs. There were two
hypotheses on this study that have been tested in Saudi and Japanese tourism SMEs. First, LMX
can help to enhance disruptive innovation performance in tourism SMEs. Second, Disruptive
innovation and LMX have a positive correlation relationship. The following propositions have
been used to test the hypothesis of this research. One, the clarification of the dynamics of
Disruptive Innovation in tourism SMEs was analyzed and that by clarifying the main elements
like leadership behavior regarding disruptive innovation, followers’ reaction towards disruptive
innovation process and ideal environmental factors for disruptive innovation. Two, the
relationship between Leader-Member Exchange quality and the enhancement of Disruptive
Innovation in tourism SMEs was investigated. Three, whether the improvement in the exhibition
of Leader-Member Exchange and Disruptive Innovation methods can lead to a more efficient
organizational performance was tested. Finally, the effect of The Fourth Industrial Revolution
(4IR) on tourism SMEs in Saudi Arabia and Japan was examined.

According to results that have been taken from the interviews I did with Saudi and Japanese
tourism SMEs; I argue that high-quality LMX relationship can help to enhance Disruptive
Innovation in tourism SMEs in Saudi Arabia and Japan. First, the relationship between leadership
and innovation is a strong one and, it has been said that leadership is one of the most powerful
elements in innovation (Mumford, M. et al., 2002: 707). Leadership is responsible for preparing
the right circumstances for employees to be able to develop their creative and innovative skills.

When leadership focuses on profits and ignores the well-being of employees, the innovation
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performance deteriorates. That is why in this paper I state that the use of LMX leadership style
can help to overcome this challenge and enhance the innovation performance in SMEs. When
leaders start to focus on building healthier relationships with members, the culture of the
organization changes for the better. The environment of the organization changes from a
suppressive environment, to a safe and encouraging environment. In addition to that, employees
will feel safe to share their ideas and this will lead to the enhancement of creativity and innovation.
Sharing ideas freely is important for producing creative ideas, because creative ideas are the raw
material for innovation. Some researchers have found that organizational climates that support
emotional safety and dynamism and risk-taking propensity can be effective in developing
innovation performance (Thiruvenkadam, T., and Kumar, K. S. 2018: 165). LMX makes it
possible for leaders of SMEs to be emotionally supportive of their employees and encourage them
to take risks and develop their skills and deepen their knowledge about their profession. High-
quality LMX relationships between leaders and members can lead to healthy and meaningful
relationship, and that has a positive effect on creativity and innovation. If leaders provide
employees with an organizational environment that is safe, healthy, and supportive, that will lead
to the enhancement of creativity skills and innovative skills of employees. When employees feel
safe and secure to come up with new and creative ideas, this will act as the first building block

for innovation.
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Figure 37: Validity of the Hypothesis

Leader-Member Exchange helps
to enhance Disruptive Innovation

in tourism SMEs

Leader-Member Exchange

\4

Disruptive innovation

Source: Made by the author

III The Uniqueness Based on The Past Literature Review

I mentioned in the literature review section that there are three main points that distinguish this
research from previous studies. The unique points are the field of the research, methodology and
theoretical framework. Almost all the previous studies that investigated the relationship between
leadership and innovation in SMEs has been done in one country. According to my knowledge,
this paper is the only comparative study that investigate the effect of LMX on Disruptive
Innovation in tourism SMEs in two different countries. Other studies have investigated Disruptive
Innovation and LMX separately. In addition, some studies have examined the relationship
between Disruptive Innovation and other leadership styles, such as Transformational Leadership.
However, this paper is the only paper that studies the relationship between LMX and Disruptive

Innovation in tourism SMEs in two different countries.

The methodology that has been used in this paper is another unique point that differentiates this
study from previous research. Except for one study, all the previous research used a quantitative
methodology to conduct their research. Using a qualitative method to analyze leadership and
innovation behavior in organizations can provide a deeper understanding for researchers. Asking
open ended questions that allow participants to voice their opinions can be useful in understanding
how leadership operates in relation with other factors such as innovation. Leadership and
innovation are complex phenomena that require researchers to analyze them from different angles
and use different methods. This paper utilized a qualitative methodology that can provide a unique
perspective in understanding leadership and innovation and encourage other researchers to use

different methods.
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The third point that distinguish this research from previous studies is theoretical
framework. Previous studies have analyzed different leadership and innovation theories. However,
no study has investigated the impact that LMX has on Disruptive Innovation in SMEs. Some
studies have analyzed LMX, and other studies have investigated Disruptive Innovation.
Nonetheless, no study has investigated LMX and Disruptive Innovation together. This study is
unique and different from other studies because it analyzes the impact of LMX on Disruptive
Innovation in tourism SMEs. By looking at the previous studies, it is clear that both LMX and
Disruptive Innovation are important for SMEs. Analyzing LMX and Disruptive Innovation
separately is important, and it provides a focused perspective. Also, studying LMX and Disruptive
Innovation in relation with other theories such as Innovative Work Behavior or Transformational
Leadership can be useful in understanding the different dynamics of leadership and innovation.
However, this paper analyzes LMX and Disruptive Innovation dynamics in tourism Saudi and
Japanese SMEs which makes it unique and add theoretical contribution to the fields of leadership
and innovation. In conclusion, there are three main points that distinguish this paper from previous
research. The three points are field of the research, methodology and theoretical framework. Each
point is unique, can help to broaden our standing of leadership and innovation, provides

distinctive perspective, and add value to leadership and innovation research.

IV The Analyzing of the Relationship Between Leadership, Creativity, ‘and

Innovation

One of the unique points of this paper is the linking of leadership, creativity, and innovation
together. When searching the literature, one can find a lot of studies that examine leadership and
innovation, innovation and creativity or leadership and creativity. However, research that examine
the relationship of these three factors together is still rare. I explained the relationship between
leadership, creativity, and innovation and how they interact and work in relation to each other in
SMEs. In this paper I argue that leadership, creativity, and innovation are inseparable and for
SME:s to produce successful innovation results they need first to have a supportive, encouraging,
and transparent leadership. It all starts with leadership and without the support of leadership there
will be no creativity and there will be no innovation. For SMEs to produce innovative products

and services, they need creative ideas.

One of the main ideas of this research is the leadership definition that we come up with after
reviewing the literature. Our definition of leadership is the act of influencing others through
building healthy, meaningful, and transparent relationship with followers that lead to the
development and growth of their creative, innovative, job related skills and personal skills.

Leadership is the main element because if leadership does not provide the proper environment for
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creativity innovation will not be produced, and that is why I think that leadership, creativity and
innovation are inseparable, and they are all important for the end result which is successful

disruptive innovation.

For SME:s to produce innovative products and services, they need creative ideas. Creative ideas
are produced by employees, and they need to develop and enhance their creative skills to do that.
Creativity skills are developed in safe and secure organizational environments. In such
environments, leaders are supportive and provide the emotional security that employees need.
When leaders do, those employees in SMEs will feel satisfied and motivated to be creative and
innovative. I mentioned before that without Disruptive Innovation, companies might lose their
combat against new entrants to the market and lose their market share. Therefore, focusing on
radical innovation types such as Disruptive Innovation is a necessity for SMEs if they want to

survive for the long term.

V Conclusion

In this part I mentioned the unique characteristics and discoveries of this research. There are three
main points that make this research distinctive from other studies. One, the analysis of the effect
of Leader-Member Exchange (LMX) on Disruptive Innovation in Saudi and Japanese tourism
SMEs is one of the unique points that make this paper unique. I argue that Leader-Member
Exchange (LMX) can help to enhance Disruptive Innovation in tourism SMEs in Saudi Arabia
and Japan. Two, I talked about the uniqueness of this paper in comparison to past research. The
three main points that distinguish this research from previous studies are the field of the research,
methodology and theoretical framework. Finally, I explained the relationship between creativity,
innovation and leadership which is different from other research because it combines all three

points together.
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Part VIII Summary and Conclusion

I Introduction

I have examined the dynamics of leadership and innovation and they interact with each other
in organizations. After that I talked about the problem of traditional leadership and how it can
impact productivity negatively. In addition, I mentioned the difference between incremental
innovation and radical innovation and the different process they go trough in the marketplace.
Now, [ would like to talk about the summary and original contributions of this paper.

The points of originality and contributions will be discussed in the following sections. I will
focus on the problems related to Disruptive Innovation in Saudi and Japanese tourism SMEs and

the role that LMX play in helping organizations to overcome challenges related to innovation.

II The Analysis of the Dynamics of LMX and Disruptive Innovation in Tourism
SMEs

This study examined the relationship between LMX and Disruptive Innovation in Saudi and
Japanese Tourism SMEs. Although there is a strong relationship between leadership and
innovation most studies that analyses LMX and Disruptive Innovation separately. This study
examines them LMX and Disruptive Innovation together. This adds to the research of tourism
industry because it provides a unique angle. It can help researchers to deepen their understanding
about leadership and innovation in general and LMX and Disruptive Innovation in particular.

This study argued that high-quality LMX relationship between leaders and members can
enhance Disruptive Innovation capabilities in tourism SMEs in Saudi Arabia and Japan. It
analyzed the role relationships play in enhancing creativity and innovation skills of organizations.
This is different from prior research where the focus is usually done on either LMX or Disruptive

Innovation.

IIT Research Methodology and Research Sample

In this study the research methodology that has been used is different than those of similar
studies. Most relevant studies have used quantitative methodologies to examine the relationship
between leadership and innovation in tourism SMEs. This study analyzed the interaction between
LMX and Disruptive Innovation in tourism SMEs using qualitative methodologies. This
distinguishes this study from other research, and it adds to the literature of leadership and

innovation.
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The research sample of this research has been taken from Saudi and Japanese tourism SMEs.
Most relevant research focus on examining leadership and innovation of tourism
SMEs in one country. This study provides something different by analyzing the dynamics of LMX
and Disruptive Innovation in different geographical locations. Leadership and innovation can be
affected by the surrounding environment, and the present study contributes to the literature by
examining the interaction of LMX and Disruptive Innovation in two different environment which

are tourism SMEs in Saudi Arabia and Japan.

IV The Examination of The Role of The Fourth Industrial Revolution (4IR) In
Tourism SMEs

This study examined the role that The Fourth Industrial Revolution (4IR) has in tourism
SMEs in Saudi Arabia and Japan. I examined the challenges that the tourism industry in Saudi
Arabia and Japan are facing. After that I explained how companies in Saudi Arabia and Japan are
using the technology of The Fourth Industrial Revolution (4IR) to overcome these challenges.

Although both the Saudi and the Japanese companies are using the technology of The Fourth
Industrial Revolution (4IR), the way they use it and the purpose of using it is different. Japanese
tourism companies are using the technology of The Fourth Industrial Revolution (4IR) to combat
the problem of shortage of workers that stem from the problem of the declining of birth rates. On
the other hands, Saudi tourism companies are using the technology to attract new customers and
create new markets. The analysis of the use of the technology of The Fourth Industrial Revolution
(4IR) in tourism SMEs can help to understand its effect on leadership and innovation.

A few studies have examined the impact of The Fourth Industrial Revolution (4IR) on tourism
industry. This study shed the light on the importance of The Fourth Industrial Revolution (4IR)
technology and the role it will play in shaping our world. I mentioned before that leadership and
innovation are affected by the environment in which they operate. The technology of The Fourth
Industrial Revolution (4IR) can change the environment around us and that will impact the

dynamics of leadership and innovation.

155



Part IX Policy Recommendations

I Introduction
In the previous sections I discussed the objectives of the study, the findings, the uniqueness
of this paper and the theoretical and practical contributions. In this section I would like to talk
about the policy recommendations that are going to be based on the findings and discoveries of
this paper.
The relationships and connections between the original points, contributions and policy
recommendations of this study will be clarified. The policy recommendations of this study are

as follows.

II Tourism SMEs and the need for Disruptive Innovation in The Age of the Fourth

Industrial Revolution

I believe that tourism SMEs need to utilize Disruptive Innovation methods into their
corporate strategies. | explained before how most SMEs focus on incremental innovation that
aims to add small changes on products and services. This can lead SMEs to lose their market share
when the new entrants to the market produce a disruptively innovative product. I have mentioned
earlier that many companies have failed to stay strong in the market after new entrants presented
a new and disruptively new product. The reason is because most of these companies were putting
most of their energy on incremental innovation and making small improvements on products.

The need for Disruptive Innovation is even greater in the Age of the Fourth Industrial
Revolution. The reason is because in the Age of the Fourth Industrial Revolution one can find that
many changes in the market happen almost every day. New technologies and inventions that
change how organizations operate their businesses are entering the market continuously. This led
to the changes of policies and procedures which can create challenges for many organizations.
Finally, I claim that Disruptive Innovation is important for SMEs because of two reasons. One,
the new and rapid changes in the market create many challenges for organizations and innovation
can help to overcome these challenges. Second, if organizations neglect Disruptive Innovation,
they risk to lose their market share to the new entrants to he market that usually depend on

disruptively innovative products to go up the market.

III The focus on leadership methods as a mean to stimulate Disruptive Innovation

I emphasize that researchers should focus on the methods of leadership that can encourage

Disruptive Innovation. I mentioned earlier the strong relationship between leadership and
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innovation. Leadership is an essential component of any innovative endeavors. That is why I
emphasize that researchers study this complex phenomenon especially in SMEs. Unlike big
organizations, SMEs have less resources and are more likely to be affected by the rapid changes
of the market. This make SMEs vulnerable to the negative effects that are usually accompanied
with rapid change. Innovation is an effective method to be used to overcome the challenges that
change brings to the market. SMEs can benefit a lot from using innovation and it can enhance
their overall organizational performance.

Studying the relationship between leadership and innovation will allow researcher to
understand it better. As a result, organizations of all sizes including SMEs will be able to increase
their innovation performance using leadership as the main tool to achieve that. Leadership can
provide safe and secure environment for employees. This allows for better performance and
enhances creative and innovative skills. Research can be used to shed light on the relationship

between leadership and innovation and can lead to positive results for organizations.

IV Transparency, Safety, and the Importance of Human Connections in Innovative

Organizations

I claim that leadership styles that emphasize and focus on building healthy relationships
with employees are more likely to be able to produce innovative results. Earlier, I explained
the importance of creating safe environments for employees to be able to develop their
innovative and creative skills. Traditional leadership that treats employees like robots and
expect them to do only what those on leadership positions tell them to do are less likely show
innovative results. This is because leadership styles such as LMX can create transparent and
safe environment for employees. Such environments help employees to be more courageous
and more prone to take risks and try innovative methods to overcome the challenges. LMX
leaders and employees enjoy high-quality relationship that are based on trust and transparency.
Innovation is ambiguous and vague and if the relationship between leaders employees are not
healthy and strong, employees will not take the initiative to come up with innovative and new
solutions.

LMX methods can be used as a tool to enhance innovation through building high-quality
relationships with employees. I encourage leaders to adopt leadership styles such as LMX to
help them create healthy and transparent environment for employees. This will lead to the

enhancement of confidence and innovative skills of employees.
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V The Need for more Investigation on Innovation Process and Dynamics in SMEs

I believe that there is a need for more investigation on the dynamics of innovation in
SME:s. There is a lot of research that is investigating innovation in big organizations. However,
the research that is focused on innovation dynamics in SME:s is still scarce comparing to big
organizations. I argue that SMEs are more capable of producing innovation results than big
organizations. There are a few reasons that help SMEs to engage in innovative activities faster
than big organizations. For example, in SMEs there is less bureaucracy and employees can
reach managers much faster than big organizations. This allows employees to share their
creative and innovative ideas with their managers and that lead to the acceleration of
innovation process. Also, the trial-and-error process is easier and much faster in SMEs than
big organizations, which allows them to try new ideas and invent new products and test the
reaction of customers towards them. For these reasons SMEs can be an innovation machine
that being innovative products and services to the market.

The research on innovation dynamics in SMEs will allow researchers to deepen their
understanding of how innovation takes place in SMEs. I urge researchers to do more
investigation on this matter and explored the different angles of innovation when applied in
SMEs.

VI The Tourism Industry in The Fourth Industrial Revolution (4IR)

According to the data analysis of this research we saw that both the Saudi and Japanese
companies use technology of the fourth industrial revolution to overcome the challenges that
they are facing. However, I believe that the technology of the fourth industrial revolution can
be used to create more opportunities, open up new markets and enhance innovation
performance in the tourism industries. I insist that leaders of SMEs should invest more
resources in these technologies and use them to make disruptive innovative products and
services. Technologies such as virtual tourism, artificial intelligence and robots are part of the
technology of the fourth industrial evolution, and they can be used to enhance performance
and innovation in tourism SMEs. Finally, technology can be used to overcome challenges and
open up new opportunities and I believe that leaders of tourism SMEs should let go of the old
methos and adopt new ways that are based on the technology of the fourth industrial

revolution to achieve their desired outcomes.
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APPENDIX 1: QUSSETIONAIERS

1- English Version

Title: Research of Leadership and Innovation in Saudi and Japanese Tourism Small

and Medium Enterprises

Introduction: [ am Yasser Al-Maloy, a PhD candidate at Osaka Sangyo
University. This interview is part of my research which is about the effect of
Leader-Member Exchange (LMX) on Disruptive Innovation capabilities in the
Tourism Small and Medium Enterprises (SMEs) in the Fourth Industrial
Revolution Era. In this research we will make a comparison between the Saudi
and Japanese Tourism SMEs to study the effect of LMX on Disruption

Innovation and analyze their relationship.

Before answering the questions, here are some guidelines that should be taken

into consideration.

1-The participant is not required to answer all the questions.

2-The participant can answer with only (Yes) or (No). However, it would be

more helpful for the researcher if the participant could give more details.

3- For the research purposes the answers will be recorded.

4-The information that participants share, will be used only by the researcher

and for the research objectives.

5-The information that will be taken from participants will not be shared with

a third party under any circumstance.

6-A copy of the research results will be sent to participants if they wish to

have a copy.

Thank you for your cooperation in this research.
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Questions:

9.

10-

11-

12-

13-

14-

15-

16-

Name
The name of the company

First of all tell us about your company? what are the products or services your
company provide?

When was it established? How many employees work for the company?
what is your position in the company?
How do you find the market these days and is it different than before? How?
How do you describe the leadership style that you think fits best with your
business?
How would you describe the ideal relationship between managers and
employees? Why?
Do you believe that leaders and managers can affect innovation? If so, how?
Do you think making small improvements on popular products is more

important than inventing new products? Why?
How often do use the new technology like robots, cloud computing and

internet of things?

Do you think these technologies can make your company more innovative?
How?

Do you think these technologies can replace humans in terms of producing
innovative products and services? Why?

Do you think that healthy relationships between managers and employees can
be helpful for innovation? Do you think there is a relationship?

How would you describe the ideal organizational environment? And how it can
support creativity and innovation?

Any final thoughts about any of the above questions?

2- Japanese Version

Title: +v 7 77 L HRODBHOF/NEEIC BT DL ) X =2 v T f ) R=

a v O%E
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Introduction: Z¥HY43EkE
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Questions:
1- 44 A

2- RO &HI
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5- £t ORI T T D,
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7- BHEFICEHRDIBEL TR Y —F =2 v TAXA NI DOWTHEHZTLEE 0,
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12- 20727/ ud—@E&Hn4 /) R—va VEERICED X 5 ICHE L 15,
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3- Arabic Version

Title: Say olie Gn Dageadl GLLlG Jea 32l 5 ISHY) u—“ ISl Ao glall 5 3 prall Aldal) Ls‘s

Introduction:
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APPENDIX 2: INTERVIEWS

1- Japanese Companies

I Time: 2022/03/22  17:30 PM

Il interviewee: Gary Luscombe

I1I Place: Online Survey

IV Content: Research of Leadership and Innovation in Saudi and Japanese Tourism Small and

Medium Enterprises

V Questions

Your Name

Gary Luscombe

The name of the company

Amami Onsen Nanten-en

1- First of all tell us about your company? what are the products or services your
company provide?
I work for a traditional ryokan in rural Osaka Prefecture. It provides overnight stays in
traditional Japanese style rooms, kaiseki cuisine and natural hot springs. It also provides lunch

services served in private rooms.

2- When was it established? How many employees work for the company?
I think the ryokan itself was established in the 1950s or 60s but the main building is a little over
100 years old.

3- what is your postion in the company?
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Front desk although I also help with cleaning and kaiseki serving

4- How do you find the market these days and is it different than before? How?
The domestic market is actually still quite strong under the right circumstances. Since the

ryokan is in a rural yet convenient location and offers dining in private rooms

5- How do you describe the leadership style that you think fits best with your business?

As a traditional, family-owned business the owners are the managers and decision makers.

6- How would you describe the ideal relationship between managers and employees?
Why?
Managers should be more open to listening to the ideas and relying on the experience of

employees. I find this quite commonplace in Europe but very rare in Japan.

7- Do you believe that leaders and managers can affect innovation? If so, how?
They can because they often have final say on whether a novel and innovative idea can be
implemented within the company. This is especially true in Japan where so much emphasis is

placed on hierarchy.

8- Do you think making small improvements on popular products is more important than
inventing new products? Why?

I think both are of equal value. Improving existing products is important to reduce costs and
improve sustainability while inventing new products is important for driving innovation and

filling market gaps.

9- How often do use the new technology like robots, cloud computing and internet of
things?

Never

10- Do you think these technologies can make your company more innovative? How?
In our case, I think they might actually have a negative impact as would provide only limited

benefit while taking away from the tradition and charm values of the experience.

11- Do you think these technologies can replace humans in terms of producing innovative

products and services? Why?
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Possibly a long way in the future they may be able but in the short and medium term I don't
think so. Things like Al may be able to offer things like efficiency improvements, but it still

lacks the creative spark it would need to come up with innovative ideas.

12- Do you think that healthy relationships between managers and employees can be
helpful for innovation? Do you think there is a relationship?

They absolutely can because you need a mutual trust to be able to share ideas, improve them
based on each other’s experience and drive them forward. An employee with a good idea can't

do much on their own without a manager to support them in getting it implemented.

13- How would you describe the ideal organizational environment? And how it can
support creativity and innovation?

An open environment where employees are encouraged to think about how they can make
improvements and make suggestions or criticisms without fear of reprisal is important. This is
sadly lacking in many organizations across Japan as employees are very much subordinate and

required to focus only on the task at hand.

14- Any final thoughts about any of the above questions?

It was a difficult set of questions to answer from the perspective of a ryokan, adhering to
tradition is one of the important aspects of keeping the experience at atmosphere. Innovation in

a ryokan tends to be things like offering vegan and vegetarian food or taking a tattoo friendly

stance for the onsen rather than anything technological.

I Time: 2022/03/31 8:48 AM

II Interviewee: James Hills

III Place: Online Survey

IV Content: Research of Leadership and Innovation in Saudi and Japanese Tourism Small and

Medium Enterprises

V Questions
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The name of the company

Osaka Convention and Tourism Bureau

1- First of all tell us about your company? what are the products or services your
company provide?
We are the official tourism bureau for Osaka Prefecture. As a DMO (Destination Marketing
Organisation), we are charged with the responsibility of promoting Osaka as a destination
(particularly as a tourism destination and destination for meetings and events) both domestically
and globally. Therefore, we work with the prefectural and municipal governments of Osaka.
There are 43 official villages, wards, and cities in Osaka. We are in charge of promoting all of
them so that they can all benefit from tourism and other behaviours that lead to increased
spending. We also work a lot to try to make Osaka a first-rate international student
destination.In terms of products, we also sell a city pass called the Rakuyu Pass in Japanese.
This product is the successor to the Osaka Amazing Pass (Osaka Shuyu Pass). This city pass
allows for unlimited travel on Osaka's underground and bus systems as well as entry to

approximately 40 different tourism facilities throughout Osaka at no additional cost.

2- When was it established? How many employees work for the company?
Originally it was founded in 2003 but under a different name and with a slightly different
structure. In regards to the Osaka Convention and Tourism Bureau we have today, we usually

say it was officially created in 2013. Approximately 60 employees.

3- what is your position in the company?

Marketing Data Analyst

4- How do you find the market these days and is it different than before? How?

I joined in 2019, just before the coronavirus outbreak. During that time there was the rugby
world cup and Osaka had just broken its record for the most amount of inbound tourists ever.
From March 2020 it changed, and people stopped being able to come to Osaka from abroad.
Because of this, many attempts to promote to inbound tourists at times seem futile.

In order to overcome these problems and continue to drive visitation to Osaka we have been
focusing on the domestic market whilst at the same time still trying to provide and disseminate
information towards the foreign market so that they still remember Osaka and hopefully choose

Osaka as their next tourism destination as soon as borders open again.
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5- How do you describe the leadership style that you think fits best with your business?
We have a lot of media focus on us as an organization. It is important to be someone that is
lively and active and can promote Osaka in a positive and energetic way as a fun destination. A

leader needs to be able to embrace the above and be an example for the rest of the employees.

6- How would you describe the ideal relationship between managers and employees?
Why?

Managers need to be able to effectively manage the workload of the employees. It is also very
important that managers/leaders are seen as people that employees can come to with their
problems. There needs to be a great deal of respect between the employees and managers.
Employees are not just pawns to be made to do all the actual work. A manager that understands
the problems and struggles of employees is much more likely to create a loyal workforce that

wants to work hard to please their manager.

7- Do you believe that leaders and managers can affect innovation? If so, how?

If a manager or leaders acts with initiative, then yes. Many managers do not actively strive to
push forward and do the bare minimum. It is important that managers listen to the voices of
their subordinates and give chances to ideas from subordinates whilst managing the risks. If
they can create an environment whereby everyone feels comfortable to share their ideas and/or

make mistakes, then ideas that lead to innovation are more likely to appear.

8- Do you think making small improvements on popular products is more important than
inventing new products? Why?

I cannot say what is more important. Both are important and it depends on the line of work of
the business. If you continue to invent more products, then you have more products to manage.
There could be problems of not having enough staff to efficiently manage all of the products
and some products might be dropped (which is not necessarily a bad thing). But having too
many products could lead to a confusing brand image. Sometimes having a simple menu is
better and it is not always necessary to try and fix what is not broken. In our work, sometimes
you may have a series of products that are not so successful independently but work better as

part of a package.
9- How often do use the new technology like robots, cloud computing and internet of

things?
We do not really use such technology. However, we are trying to promote the image of Osaka as

a smart city and are currently developing a tourism app in order to enhance the experiences of
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visitors to Osaka.

10- Do you think these technologies can make your company more innovative? How?

I think that the staff and their brains are more important. If you just introduce the technology, I
think that it will initially make things very slow. You need to have the right kind of staff to be
able to deal with it. This is also influenced by things such as age of staff and background. As an
organization, communication is the most important thing. We have lots of meetings and send
lots of emails in order to incite growth in tourism. Aspects related to technology are handled by

other companies that we commission.

11- Do you think these technologies can replace humans in terms of producing innovative
prodcts and services? Why?

It is possible. If we had data available that a computer could automatically digest and produce
strategically viable proposals, then that would help to spur on innovation. However, in tourism,
the emotions and the feelings of the visitors is the most crucial thing. I believe that it is much
easier for other humans to understand what types of experiences are going to be seen as fun and
enjoyable rather than machines. In short, technology can produce innovative products and

services. However, in our industry a human touch is necessary.

12- Do you think that healthy relationships between managers and employees can be
helpful for innovation? Do you think there is a relationship?

I touched upon this in a previous question. If managers can produce an environment whereby
employees feel comfortable producing ideas and sharing ideas that may not even be that

popular, then more interesting ideas that lead to innovation may come about.

13- How would you describe the ideal organizational environment? And how it can
support creativity and innovation?

An environment whereby there is mutual respect between managers and employees and
employees feel protected and safe. Safe in terms of being unafraid of making mistakes and
sharing ideas no matter how strange they may be. Even if someone comes up with an unusual
idea that most people think is bad - at least then you can move on as a team in the knowledge

that "yeah, that is not the direction we are going in".

14- Any final thoughts about any of the above questions?
No
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