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Introduction: Innovation has become an important means to promote the high-quality development of time-honored brands. However, the research on how to stimulate innovation investment in time-honored brands, especially that conducted in the local context, is still rare. To supplement the research limitations, this study adopts the perspective of dual ethical patterns and is set in the domestic context to explore the ethical influence of traditional cultures and marketization on the innovation investment of time-honored brands.

Methods: We proposed two complementary methods, which are OLS regression and fsQCA analysis respectively, to systematically analyze the mechanism and key path of the dual ethical pattern to promote the innovation of time-honored brands.

Results: The results show that traditional culture and marketization level are both positively related to the innovation of time-honored brands. However, traditional culture and marketization level are mutually exclusive in their process of affecting the innovation of time-honored brands.

Discussion: This paper advances time-honored brands literature by highlighting the dual ethic pattern formed by traditional culture and marketization level on the innovation investment of time-honored brands. The findings respond to the academic debate between traditional culture and the innovation of time-honored brands, while enriching the research scope on the innovation mechanism of time-honored brands in the local context.
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Introduction

Time-honored brands, as an important part of national brands, are crucial to driving the development of China’s brand economy (Zhang et al., 2021). However, due to various reasons, the once-thriving time-honored brands are now facing a survival crisis and development difficulties as it goes through a sharp decline in all aspects (Li et al., 2019). One important reason for this situation is that most of the time-honored brands are lagging behind in technological research and development, lack of innovation, and cannot keep up with the changes in the consumer environment (Wang et al., 2022). That innovation is crucial to boosting the revitalization and sustainable development of enterprises (Saura et al., 2021, 2022; Yi et al., 2022; Zhao, 2022), especially for time-honored brands, has been widely recognized in academia and practical circles (Wang and Wang, 2020; Saci et al., 2021; Wang et al., 2022).

According to institutional theory, a firm’s decision-making behavior is shaped by its external institutional environment (Meyer and Rowan, 1977; Pan et al., 2022). In China, the representative institutional environment variables are traditional culture and the level of marketization (Xia et al., 2020). Since China’s reform and opening up, changes in the institutional environment have placed China in a dual-ethical pattern of traditional culture and marketization, with real and unique Chinese situational elements (Wang et al., 2016). This dual ethical pattern has had a huge influence on the business decisions of Chinese enterprises.

On the one hand, traditional culture, with traditional ethical value systems such as benevolence, righteousness, manners, wisdom, and credit as its core, plays an important role in the operation of time-honored brands (Wang and Juslin, 2009; Kung and Ma, 2014); on the other hand, since 1978, with the historic transition from a traditional planned economy to a market economy, time-honored brands have also been influenced by the market-oriented ethics of competition, self-interest, and equitable exchange. At present, there is no consensus in academic circles on whether the two ethical patterns of traditional culture and marketization coexist harmoniously or conflict with each other (Gu et al., 2008; Zhou et al., 2014).

Time-honored brands, as the unique local enterprises deeply rooted in traditional Chinese culture and developed under market-oriented economic reforms (Balmer and Chen, 2017), are more likely to be influenced by the dual ethical patterns. Therefore, it is essential to study the impact of the dual ethical patterns of traditional culture and marketization on the technological innovation behavior of time-honored brands. However, the existing research on the key factors affecting the innovation of time-honored brands is restricted to the perspectives of market demand (Bowonder et al., 2010; Huang, 2022), government policies (Li and Yang, 2021), and corporate governance (Shang et al., 2021), with low authority and little impact. More regrettably, few scholars have paid attention to the specific influencing factors of the local context on the innovation of time-honored brands.

In this context, the present study aims to investigate the link between the dual ethical patterns and the innovation of time-honored brands, which contributes to expanding the research paradigm of “culture and finance.” Moreover, we also explore the combination configuration effect of dual ethical patterns and mutual dependence and combination of enterprises’ own factors on the innovation of time-honored brands, which fills a gap in the literature by the analysis of innovation of time-honored brands both from the causality and configuration perspectives.

The research questions addressed in the present study are as follows:







	

	
RQ1: What is the influence of traditional culture on the innovation of time-honored brands?












	

	
RQ2: Does the difference in the level of marketization in various regions of China affect the innovation investment of time-honored brands of the locality?












	

	
RQ3: Are the two ethical patterns of traditional culture and marketization level complementary or mutually exclusive in the innovation of time-honored brands?












	

	
RQ4: How can the enterprise’s own situational variables be coordinated with the dual-ethical pattern to maximize the innovation level of time-honored brands?






In terms of methodology, the approach adopted in the present study unfolds in the following two steps. First, we use multiple regression analysis to verify the influence of traditional culture and marketization level on the technological innovation of time-honored brands. Second, based on its findings, we conduct an in-depth analysis with the fsQCA research method to explain the complex causal mechanism of traditional culture, marketization level, and relevant situational factors that jointly affect the innovation of time-honored brands. The reason we combine OLS and fsQCA analysis is that regression analysis can only analyze the interaction of dual ethical patterns on enterprise innovation from a linear perspective. However, the fsQCA method can further analyze the key path that triggers the innovation of time-honored brands from a non-linear perspective.

This study adds scientific value by revealing the impact of the dual ethical patterns on the innovation of time-honored brands in the local context, and explores the key path of enterprise innovation from many aspects, supplementing the relevant theories of institutional and enterprise innovation. To the best of our knowledge, this study is the first to combine institutional (marketization level) and informal institutional (traditional culture) perspectives to examine the impact of different institutional environments on the innovation of time-honored brands. Thus, this study not only deepens the understanding of the cultural soil on which innovative behavior rests and the logic of its power but also enriches the literature on enterprise innovation. In addition, previous studies have not reached a consensus on the harmony between market ethics and cultural ethics. This manuscript reveals the theoretical logic and empirical evidence of the influence of the two ethics on enterprise innovation and responds to the academic debate between traditional culture and the innovation of time-honored brands.

The remainder of this manuscript is structured as follows. In the section “Literature review and research hypotheses,” we review relevant literature and propose research hypotheses. The methodology is described in the section “Methodology”. Section “Empirical results” presents the OLS regression results. In the section “Extended analysis: a qualitative comparative analysis of fuzzy sets,” we introduce the fsQCA research method to explain the complex causal mechanism of traditional culture, marketization level, and relevant situational factors that jointly affect the innovation of time-honored brands. Section “Discussion” discusses these findings. Finally, conclusions, theoretical and practical implications, as well as current limitations are identified in the section “Conclusion.”



Literature review and research hypotheses


Traditional culture and the innovation of time-honored brands

The imprinting theory holds that entrepreneurs’ cognition and behavior will take on various characteristics after being influenced by their own culture (Marquis and Tilcsik, 2013; Yin et al., 2014). According to Wang et al. (2023), the values of Chinese entrepreneurs are permeated by the ideas of the traditional culture they receive and are reflected in their business decisions. Rooted in traditional Chinese culture, time-honored brands are a unique local phenomenon (Zhou et al., 2022). Compared with new-type companies, time-honored brands are more deeply influenced by the traditional culture due to their long history. Therefore, traditional culture has a more profound impact on the innovation behavior of time-honored companies. This manuscript will interpret the classic documents of traditional culture and the ideas and elaborations closely related to the innovation activities of time-honored brands. The details are as follows:

The positive and enterprising spirit of innovation contained in the core concept of traditional culture has stimulated the innovation of time-honored brands, mainly reflected in three aspects: First, in the context of the relatively weak intellectual property legal system in China (Keupp et al., 2010; Huang et al., 2017), the viewpoint on justice and interests and the focus on integrity in traditional culture, as the long-standing management methods and existence foundation for time-honored brands, are conductive to regulating the behavior of competitors and stimulating the innovation enthusiasm of time-honored brands. Second, traditional culture attaches great importance to knowledge, education, and talents (Tho, 2016), which are important resources for the technological innovation of time-honored brands. Value concepts such as “being insatiable in learning and tireless in teaching” (The Analects of Confucius ⋅ Shu’er) and “Is it not pleasant to learn with a constant perseverance and application?” (The Analects of Confucius ⋅ Xue’er) are the true portrayals of the respect for knowledge and talents of traditional culture. Respect for knowledge and talent is an essential prerequisite for the long-standing development of time-honored brands. The rich knowledge treasures (such as unique craftsmanship and recipes), and technical talents that master unique skills are the basic power for the time-honored brands to embark on innovative activities. Third, traditional culture has a pioneering and enterprising spirit and is always willing to seek self-improvement (Xu et al., 2019). The sentence, “As Heaven changes through movement, a gentleman makes unremitting efforts to perfect himself” (from the Book of Changes) is a good interpretation of the time-honored brand’s national spirit for constant self-improvement that has been inherited over thousands of years. Such a spiritual connotation is highly consistent with time-honored brands’ pursuit of technological innovation and the strong will to overcome difficulties. Therefore, it plays a crucial role in promoting the reform and innovation activities of time-honored brands.

Although the traditional culture possesses the natural endowment to promote the innovation of time-honored brands, there are also negative factors that hinder the innovation and improvement of time-honored brands, mainly embodied in the following aspects: First, traditional culture emphasizes more stability than development. The pursuit of stability is the theme of traditional cultural values. In The Analects of Confucius, Yan Yuan, Confucius emphasized the behavior to “restrain yourself and follow social norms,” requiring that people “do not see, listen, say, or act inappropriately.” The main aim of such ideas is to maintain the stability of the status quo and to clarify the social relationship. However, the innovation process is accompanied by conflicts of interest (Vollmer, 2015), and may even threaten organizational stability, thus strongly opposed by traditional culture. Many time-honored brands insist on operating only one store and resist opening branch stores, and blindly pursue stability rather than development, which hinders their innovative development. Second, “small wealth is a good wealth” is not only a common life attitude in traditional Chinese culture but also a typical traditional way of thinking. The well-known aphorism, such as “the modest receive benefit while the conceited reap failure” (from the Book of History), “contentment is not humiliating” (from Lao Tzu), and so on well explain the idea of “small wealth is a good wealth.” The belief that “small wealth is good wealth” is also a common profit concept for many time-honored companies. This way of thinking makes some time-honored brands feel comfortable with the status quo and unwilling to make progress, which results in their lack of innovative attitude. Third, traditional culture has a negative attitude toward fierce competition. Mencius emphasized that “the heart to give precedence to somebody else marks the start of courtesy” (from Mengzi ⋅ Gongsun Chou I). Confucius also emphasized that “it is good to give precedence to others and avoid competence.” With harmony as its core value (Fan, 2000; Murphy and Wang, 2006), traditional culture believes that it is necessary to actively adapt to the internal and external environment while avoiding conflicts. Some time-honored brands are still adhering to the adage that “the fragrance of wine is not afraid of deep alleys,” and have not responded to the fierce competition in the market. Such an outdated way of thinking may have a certain inhibitory effect on the innovative behavior of time-honored brands. It can be seen that a competitive hypothesis mechanism exists concerning the influence of traditional culture on the innovation of time-honored brand enterprises. To comprehensively analyze the systematic impact of traditional culture on the innovation of time-honored brands, this research proposes the following hypotheses from both positive and negative sides.







	

	
Hypothesis 1a: Traditional culture is conducive to promote the innovation of time-honored brands.












	

	
Hypothesis 1b: Traditional culture has an inhibitory effect on the innovation of time-honored brands.








Marketization level and the innovation of time-honored brands

Innovation is relatively highly dependent on the development of the regional system (Oluwatobi et al., 2015; Silve and Plekhanov, 2018; He and Tian, 2020). Affected by geographical location, government policies, and other factors, the level of marketization in China is extremely imbalanced among different regions (Chan et al., 2010; Chang and Wu, 2014; Jia, 2014; Sheng et al., 2018; Piao and Moon, 2019). Time-honored brands are enterprises with obvious regional characteristics. Therefore, the innovation behavior of time-honored brands is closely related to the level of marketization of the local region. First of all, the market competition in areas with a high level of marketization is also more intense (Jia et al., 2021). To achieve development and revitalization, the time-honored brand must change the backward concept that “the fragrance of wine is not afraid of deep alleys” and be actively involved in market competition. A relatively strong market competition will effectively drive the innovation investment of enterprises (Norbäck and Persson, 2012; Zhou et al., 2014; Marshall and Parra, 2019; Parra, 2019). Secondly, the lack of effective protection of the proprietary technology and intellectual property rights is an essential factor hindering the innovative development of time-honored brands (Pisuke and Kelli, 2008; Hussain and Terziovski, 2016; Liu and Jiang, 2016). In areas with a relatively low level of marketization, the intellectual property rights of technological achievements cannot be effectively protected, which will reduce the innovation motivation of time-honored brands. However, in areas with a high level of marketization, the level of legalization is also relatively high (Klapper and Love, 2004). In addition to strengthening the protection of the intellectual property rights of enterprises, a sound and sophisticated legal system can also guarantee the overflow channels of technological innovation (Cai et al., 2016; He et al., 2018) and shorten the time for enterprise innovation. Finally, regions with a high level of marketization have a loose innovation policy environment, which is conducive to alleviating the policy pressure of the government. Moreover, the capital market in these regions is also relatively developed, thus providing policy and financial resource support for the innovation of time-honored brands.

Based on the analysis above, we propose the following assumptions:







	

	
Hypothesis 2: High marketization level can promote the innovation of time-honored brands.








Traditional culture, marketization level, and the innovation of time-honored brands

Although time-honored brands are rooted in Chinese traditional culture, they are developed in the context of China’s reform of the market economy. Therefore, the fusion and collision of old and new forces will have an important impact on the innovation behavior of time-honored brands. Under such a background, the dual influence of traditional culture and marketization must be considered simultaneously when examining the innovation behavior of time-honored brands.

Only when traditional culture and marketization are compatible with one another can they have a supplementary effect on the innovation process of time-honored brands. First of all, to gain maximal profit and meet the ever-changing needs of consumers, time-honored brands must change the traditional production mode of manual workshops, and reduce costs by innovating the production technologies. In The Analects of Confucius, Confucius said that “wealth and fame are a common desire of human beings; however, those who do not properly gain wealth or fame do not worth getting along with.” The connotation of the sentence that wealth and fame are desired by everyone is in line with the advocation of the market economy for the enterprise to maximize their interests. In this regard, traditional culture can serve as a supplementary force for marketization. In this circumstance, time-honored brands lay greater emphasis on investing in technological innovation and further expanding their interests. Secondly, defects and failures inevitably occur during the operation of the market economy, which may seriously discourage enterprises from seeking innovation (Williams and Tsiteladze, 2019). As traditional Chinese culture gives high status to moral practice, it can to some extent make up for the series of problems caused by market failure. In addition, traditional culture can effectively alleviate the agency problem in the process of market operation (Saci et al., 2021). In this way, the opportunistic behavior of managers can be inhibited, and the managers will be forced to actively carry out innovative research and development activities that are conducive to increasing corporate value. To sum up, traditional beliefs and spiritual heritage have always been deeply rooted in time-honored brands and can serve as a supplementary force in a market-oriented economy. The integration of the two aspects is conducive to promoting the innovative development of time-honored brands.

However, traditional culture and the marketization level may also have mutually exclusive effects when they conflict with each other in the innovation process of time-honored brands. Firstly, traditional culture and marketization are mutually exclusive at a competitive level. With an emphasis on fairness and an objection to competition, traditional culture is not suitable for the development of a market economy. As is written in Chapter XVI of The Analects of Confucius, Ji Shi, “Inequality rather than want is the cause of trouble.” Such a philosophy of evenness runs in the opposite direction to competition. According to the traditional Chinese etiquette, “What you do not wish yourself, do not do unto others.” In other words, it is believed that competition is immoral. The emphasis on the golden mean and tolerance in traditional culture also stifles people’s sense of competition. However, competition is the product of marketization, which requires an innovative spirit (Grossman and Lai, 2004; Yang et al., 2021). The fierce competition forces enterprises to adopt new workmanship, apply new technologies, and produce new products in order to meet the ever-changing consumer demands (Lin et al., 2020). Secondly, the conceptual conflict between the rule of man and the rule of law can lead to the mutual exclusiveness between the traditional culture and marketization. The legal system is the basic feature of marketization (Yao and Yueh, 2009; Chen et al., 2021). To promote the innovative investment of time-honored brands, it is necessary to build a standardized legal system in order to guarantee the subsequent achievements and industrialization. Without a sound legal system, the market will fall into chaos. However, the “rule of man” concept in traditional Chinese culture still has a far-reaching impact on time-honored brands. For example, some time-honored brands still implement the hierarchical master-apprentice system and require absolute obedience of juniors to their superiors, which to some extent inhibit the overall innovation of the enterprises. In addition, as innovation is advocated by the market economy, continuous investment in innovation is essential if the time-honored brands aim to achieve sustainable development. However, the mentalities of adhering to past practices and keeping on the rails are deeply embedded in the traditional Chinese culture. For example, some time-honored brands still uphold the idea of being satisfied with a small wealth, which greatly hinders their innovation and development.

Based on the analysis above, we propose the following assumptions:







	

	
Hypothesis 3a: When traditional culture and marketization are compatible and supplementary with each other, they have complementary effects on the technological innovation of time-honored brands.












	

	
Hypothesis 3b: When traditional culture and marketization conflict with each other, they have mutually exclusive effects on the technological innovation of time-honored brands.









Methodology

According to Kaya et al. (2020), the relationship between explanatory variables and explained variables is often not symmetric. Regression analysis is limited in its ability to characterize independent influences at the linear, symmetric degree level of a linear relationship, and cannot quantify asymmetric influence effects at the asymmetric degree level. However, the fsQCA method can explore the non-linear relationship between each antecedent condition and outcome from the perspective of configuration. In other words, regression analysis is used to explore the causal relationship between variables, that is, the mechanisms. However, configuration analysis is used to explore paths.

Therefore, we first use the regression analysis method to analyze the mechanism of the interaction of the dual ethical patterns on enterprise innovation from the perspective of linear symmetry. Then, the fuzzy set qualitative comparative analysis method is used to analyze the antecedent factor configuration triggering the innovation of time-honored brand enterprises from the level of an asymmetric relationship, that is, to construct the key path that triggers the innovation of time-honored brands. Thus, this manuscript adopts the method of double verification, based on the multiple regression and fuzzy set qualitative comparative analysis method, to construct the mechanism and key path of the dual ethical patterns to promote the innovation of time-honored brands.

Although previous studies have focused on the key factors influencing innovation in time-honored brands, few studies have examined the impact on innovation of time-honored firms from the dual ethical perspective formed by traditional culture and the level of marketization, and most of these studies have used a case study approach (Wang et al., 2022; Yu and Jin, 2022). However, case study methodology has the disadvantage that findings cannot be generalized. Therefore, this manuscript uses regression analysis to better explain the causal logic between the variables. Also, despite the fact that fsQCA has been used in some studies of firm innovation (Kaya et al., 2020; Huang et al., 2022), these studies have failed to explore the group effects of the interdependence and combination of traditional culture, level of marketability, and other contextual factors affecting innovation in time-honored brands. Table 1 shows the relevant previous studies on firm innovation.


TABLE 1    Relevant previous studies on firm innovation.

[image: Table 1]


Sample selection and data sources

This study takes the “China Time-honored Brand” enterprises recognized by the Ministry of Commerce as the research object. Considering the availability of data, listed Chinese time-honored brand companies have been selected as the research samples, with a period from 2009 to 2019. The reason is that due to the impact of the world financial crisis in 2008 and the COVID-19 pandemic in 2020, the data in this period is volatile and therefore not representative or generally applicable. After excluding companies with incomplete data and without investment in innovation, and removing the influence of extreme values by winsorizing at the 1 and 99% quantiles of the sample data, we obtained a total of 343 observed values of unbalanced panel data among 42 companies. The data source of this manuscript is WIND, CSMAR, CCER database, Baidu search, etc. Among them, the innovation of time-honored brands comes from the CCER database; the control variables come from the WIND and CSMAR databases; the marketization level is calculated based on the provincial marketization index report; the data on traditional culture comes from the CSMAR database, and Baidu Map.



The measurement approach of variables


Traditional culture (REL)

Drawing on the research of Kung and Ma (2014), we measured the traditional culture using the number of temples within 200 km of the registered place of the listed company. The numbers of temples within 100 and 300 km are selected as substitution variables for the robustness test.



Marketization degree (Ins)

This manuscript uses the total marketization index score of each region in the Marketization Index Report of Different Provinces in China (2011) compiled by Fan et al. (2011) and others to evaluate the degree of marketization in different regions. This variable takes a value of 0–10. The higher the value, the better the institutional environment in a particular region. Since the latest marketization index was published in 2018, with values available from 2008 to 2016, this manuscript draws on the practice of Wang and Ma (2019) and uses the moving average method to calculate the marketization index of each province in 2017, 2018, and 2019.



Innovation of time-honored brands (Tech)

Drawing on the method by Lin et al. (2017), we measured Tech using logarithm of R&D investment. Referring to the practice of Yoo and Rhee (2013), we also selected the ratio of R&D investment to total assets as a substitute variable for the robustness test.



Control variables

Enterprise size (Size) is measured by the natural logarithm of the total assets at the end of the period (Lin et al., 2020). The corporate property (CSP) is measured by a 0–1 variable, and the state-owned enterprise is assigned either a value of 1 or a value of 0 (Wang and Wang, 2020). Industry competition environment (HHI) is measured by the Herfindahl index (Jia et al., 2021). The larger the HHI index, the stronger the industry competitiveness. The firm growth (Grow) is measured by the growth rate of the main business (Liu and Jiang, 2016). The size of the board of directors (Id) is measured by the total number of directors (Kanakriyah, 2021). The size of the supervisory board (Bss) is determined by the total number of supervisors (Sarfraz et al., 2020). The shareholding ratio of executives (Gdr) is measured by the ratio of the total number of shares held by executives to the total number of shares (Lin et al., 2017). The return on asset ratio (Roe) is measured by the ratio of net profit to net assets (Jia et al., 2021). The profitability (Yl) is measured by the ratio of net profit to the average total assets of the company in that year (Liu and Jiang, 2016).





Empirical results


Descriptive statistics and Pearson correlation analysis

The results of descriptive statistical analysis and correlation coefficient analysis are shown in Table 2. The average value of innovation of time-honored brand enterprises is 16.801, indicating that the overall innovation input level of sample enterprises is in need of being enhanced; the standard deviation of traditional culture is 882.323, showing a huge difference which indicates that sample enterprises receive different degrees of impact by traditional culture. The minimum value of the marketization level is 1.501, and the maximum value is 13.342, indicating that the time-honored brands are distributed in different regions with different marketization levels. The performance of corporate properties also shows certain variations. According to the correlation coefficient of each variable, the correlation coefficient of all variables is lower than 0.6, indicating that the model used in this study does not have severe multicollinearity and is applicable to subsequent regression analysis.


TABLE 2    Descriptive statistics and Pearson correlation analysis.

[image: Table 2]



Analysis of regression results

A Hausman test was first performed on the model before the regression analysis. The results show rejection of the null hypothesis, so the fixed-effects model was used instead. In addition, taking the problems of heteroskedasticity and autocorrelation into consideration, this manuscript also conducts a heteroskedasticity robustness estimation on the fixed-effects model. Model 1 in Table 3 measures the relationship between traditional culture (Rel) and the innovation of time-honored brands. In this model, the coefficient of traditional culture is positive and significant at the 1% level (β = 0.003, t = 4.11), indicating that traditional culture has a significant positive promotion effect on the innovation of time-honored brand enterprises. Hypothesis 1a has been verified, and Hypothesis 1b has not been verified. The regression results of the control variables show that the size of the enterprise (Size), the return on equity ratio (Roe), and the profitability (Yl) are all significantly positive at the 1% level, indicating that the three indicators are all positively correlated to the innovation input of time-honored brands; the coefficients of corporate property (CSP), the size of the board of supervisors (Bss), and the ratio of senior management shareholding (Gdr) are insignificant. Therefore, their impact on the innovation of time-honored brands remains uncertain; the coefficients of industry competition environment (HHI), firm growth (Grow), and board size (Id) are negative and significant at the levels of 1, 10, and 1%, respectively, indicating that the three indicators are negatively correlated to the innovation of time-honored brands.


TABLE 3    Regression analysis.

[image: Table 3]

Model 2 measures the relationship between the level of marketization (Lns) and the innovation of time-honored brands. In this model, the coefficient of marketization level is positive and shows a significant correlation at the 5% level (ß = 0.048, t = 1.99), indicating that the higher the level of marketization, the higher the level of innovation investment of time-honored brands. Thus, Hypothesis 2 has been verified. The regression results of the control variables are basically consistent with that of model 1, which further demonstrates the rationality of the control variables selected in this study.

Model 3 adds an extended model of traditional culture (Rel), marketization level (Lns), and the interaction term (Rel*Lns) of the two. In this model, the interaction term coefficient of traditional culture and marketization level (Rel*Lns) is negative and significant at level 1%, indicating that traditional culture and the level of marketization are mutually exclusive in the technological innovation of time-honored brands. So far, Hypothesis 3b has been verified, while Hypothesis 3a has not been verified. Compared with model 2, the regression coefficient of the control variable in model 1 is significantly positive, indicating that the corporate property is positively correlated with the innovation of time-honored brands, that is, the innovation investment is higher in state-owned time-honored brands.



Robustness test

To further verify the reliability of the model results, a second regression analysis was made by replacing traditional culture and corporate innovation. First, drawing on the research of Li and Cai (2016), this manuscript selects the number of temples within 100 km as substitution variable 1, and the number of temples within 300 km as substitution variable 2 to conduct a second regression analysis on models 1 and 3 (as shown in Table 4). The results show that the coefficient between the innovation of traditional culture and time-honored brands is still positive and significant at level 1%, while the interaction term between traditional culture and marketization is still significantly negatively correlated at level 1%. This indicates that the empirical results drawn from the above analysis have relatively high stability. Referring to the research of Yoo and Rhee (2013), and using the ratio of R&D investment to total assets as a substitution variable for the innovation of time-honored brands, this manuscript moves on to conduct a second regression analysis on the three models. As shown in Table 5, the regression results are consistent with the previous results, thus providing corroborative evidence for the above-mentioned hypothesis.


TABLE 4    Regression results of robust model (substituting traditional culture).
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TABLE 5    Regression results of robust model (substituting time-honored brands innovation).
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Extended analysis: A qualitative comparative analysis of fuzzy sets

The above empirical research has demonstrated the basic logical composition of how the traditional culture and marketization level affect the innovation of time-honored brands. However, due to the limitation of the least-squares regression analysis, it is impossible to explore the configuration effect of the influence of traditional culture, marketization level, and related situational factors on the innovation of time-honored brands. Therefore, this section will introduce the fsQCA research method to explain the complex causal mechanism of traditional culture, marketization level, and relevant situational factors that jointly affect the innovation of time-honored brands. This section aims to explain why the innovation degree varies among different time-honored brands, thereby supplementing the limitations of the above empirical research.


Selection and calibration of variables

This study selects six variables as antecedent conditions, including traditional culture, marketization level, industry competition environment, corporate property rights, enterprise growth, and enterprise size. The reasons are as follows: first, previous theoretical and empirical conclusions have provided support for the assumption that traditional culture and marketization level have an impact on the innovation of time-honored brand enterprises; second, in the extended model 3, the industry competition environment, enterprise property rights, enterprise growth, and enterprise size show significant correlations with the innovation of time-honored brands. Their direct correlations have also been verified by the existing theories (Chandrashekar, 2018; Sung, 2019). The specific model diagram is shown in Figure 1.


[image: image]

FIGURE 1
A qualitative comparative analysis of fuzzy sets (FsQCA) model.


According to the operational rule of fsQCA, the assigned value of each variable also needs to be calibrated. Drawing on the research of Du et al. (2020), this study set the five condition variables (the corporate property right is the variable from 0 to 1 and does not need to be calibrated) and the three calibration points of one outcome variable (complete non-affiliation, intersection, and complete affiliation) as the upper quartile, median, and lower quartile, respectively. The calibration anchor points for each variable are shown in Table 6.


TABLE 6    Calibration anchor point of variables.

[image: Table 6]



Analysis results


Necessity analysis

Before conducting the configuration analysis, a condition test should be carried out. The condition test is to test whether a single condition (including logical Not and logical AND) constitutes a necessary condition for the innovation of high time-honored brands. According to the research of Morgan (2010), in the qualitative comparative analysis of fuzzy set (fsQCA), if a certain condition always exists, then the condition is the necessary condition of the result. To pass the necessary condition test, the consistency level of all antecedent variables needs to be lower than 0.9. Table 7 shows the test results of the necessary conditions for the innovation of high/non-high time-honored brands. According to the results, it can be seen that the consistency of all conditions is below 0.9. Therefore, no necessary conditions exist in the six antecedent variables for the innovation of time-honored brands. Based on the above analysis, the following sections will incorporate these six antecedent factors into the fsQCA to further explore the configurations that can boost innovation in high/non-high time-honored brands.


TABLE 7    Necessary condition test results.
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Configuration analysis

This study uses fsQCA software for configuration analysis. Drawing on the research of Morgan (2010), the consistency threshold is set to 0.8, and the acceptable number of cases is set to 1. The results are shown in Table 8. Three configuration pathways have been calculated that can boost the innovation of high time-honored brands. The three pathways have high consistency, with the consistency indicators being 0.993, 0.975, and 0.961, respectively. The overall coverage of the model is 0.830, indicating that the three configuration pathways explain the main reasons for the high innovation investment of time-honored brands.


TABLE 8    Acquiring the innovative configuration of high time-honored brands.
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It can be seen from Table 8 that the high marketization level appears in each of the three configuration pathways as a necessary condition. This indicates that the high level of marketization is an important condition to promote the innovation of time-honored brands. Combining specific cases, this study will make a detailed analysis of the three obtained pathways.

The antecedent configuration of H1 is Lns*HHI* CSP* Grow* Size. Its core conditions are the size of large enterprises and the nature of state-owned enterprises, and its marginal conditions are high marketization level, high industry competition environment, and high enterprise growth. This demonstrates that in an environment with fierce competition within the industry, the innovation level of large-size state-owned time-honored brands can be raised as long as these enterprises have high growth potential and a high level of marketization in the region. The influence of traditional culture has no substantial impact on their level of innovation. Typical examples of this type of configuration include Baiyun Mountain, Zhenyuantang, Phoenix, and so on. These three time-honored brands are located in the three economically developed regions of Guangdong, Zhejiang, and Shanghai. On the one hand, the high marketization level and fierce market competition in these regions force these companies to increase their efforts for research and development. On the other hand, the state-owned enterprises shoulder the important tasks of environmental protection and boosting independent innovation in China. Many preferential policies and financial support are provided by the government to encourage innovation. In addition, the increase in the main business income can also ensure the investment of innovation funds of the state-owned enterprises.

The antecedent configuration of H2 is ∼Rel* Lns* HHI*∼CSP*∼Grow* Size. The core conditions are a high industry competition environment and low enterprise growth. The marginal conditions are low traditional cultural influence, high marketization level, private enterprises, and large enterprise size. This indicates that in an environment with strong industry competition and weak influence from traditional culture, even if the private time-honored brands have weak growth motives, their innovation level can be promoted so long as they are sufficiently large in size and the marketization level of the region is high. Typical examples of this configuration include VV, Haitian, and Forever. These three time-honored brands are large size private enterprises located in the economically developed areas of Jiangsu, Guangdong, and Shanghai, where the marketization level is relatively high. Under a highly competitive environment, even when the operating income of private enterprises shrinks, they have to increase investment in research and development to meet the changing needs of consumers and achieve sustainable development.

The antecedent configuration of H3 is ∼Rel*Lns*∼HHI*Grow*∼Size. The core conditions are high enterprise growth and small enterprise size, and the marginal conditions are low traditional cultural influence, high marketization level, and low industry competition environment. This indicates that in an environment with weak industry competition and less influence by traditional culture, the innovation level of small-size time-honored brands, either state-owned or private, can be raised as long as these companies have good growth potential and a high level of marketization in the region. Typical examples of this type of configuration include Jiuzhitang, Tai’antang, Pientzehuang, etc. These three time-honored brands are all small-size companies and are located in Hunan, Guangdong, and Fujian, respectively. Compared with large enterprises, they are more flexible which beneficial for them to make faster innovative decisions according to market changes. In addition, the improvement of operating income and market mechanism also provides financial and policy support for the innovation investment of time-honored brands.





Discussion

Innovation plays an increasingly crucial role in the competitiveness of enterprises. The development of technologies can result in dramatic changes in global social, political, and economic conditions (Ribeiro-Navarrete et al., 2021). In previous studies, many scholars have paid attention to the factors influencing corporate innovation, but they mostly analyzed from the perspective of the level of intellectual property protection (Fang et al., 2017), internal characteristics of firms such as equity structure (Muslim and Setiawan, 2021) and executive characteristics factors (Cao et al., 2022), and few studies focused on the influence of local contextual factors on corporate innovation. Even if there are studies that focus on the influence of local contextual factors on corporate innovation, there are few manuscripts that analyze time-honored brands as a research sample.

As a fusion of Chinese traditional culture and commercial culture, Chinese time-honored brands, with their unique traditional cultural background and deep cultural heritage, play a critical role in promoting China’s high-quality economic development (Zhang et al., 2021). However, as the market competition intensifies and technology iteration speeds up, it becomes increasingly difficult for time-honored brands to maintain their competitive advantage. The only way to achieve the revitalization of time-honored brands is to continuously innovate, constantly update technology, meet changing consumer needs, and strive to keep pace with the characteristics and trends of the times (Yang et al., 2021). Thus, an important question worth examining is what role traditional culture and marketization play in the innovation development of time-honored brands.

In line with previous research that concluded that traditional culture contains many ideas that inspire innovation and change (Xu et al., 2019), in our results, we found a positive relationship between traditional culture and enterprise innovation. As argued by Purkayastha et al. (2022), owing to the fact that innovation involves a high level of risk and has a long payback period, managers are reluctant to engage in innovative activities. However, the ethical value of “loyalty and trust” promoted by traditional culture can play a positive role in mitigating agency conflicts and can encourage corporate innovation (Jung et al., 2020).

Furthermore, in line with Su et al. (2021) conclusion that the market environment is a key factor influencing business innovation, we found a high degree of marketization and market competition is conducive to the innovation of time-honored brands. Similarly, Chen and Huang (2016) pointed out that a high level of marketization can promote economic structural optimization, firm competition, and technological innovation. Additionally, marketization contributes to the reduction of financing costs (Zhang et al., 2018). Marketization increases liquidity among market factors, which in turn reduces enterprises’ innovation costs and innovation risk.

However, as argued by Kaya et al. (2020), enterprise innovation is often affected by the synergy of multiple factors. Therefore, we use the fsQCA analysis method to explore the non-linear relationship between each antecedent condition and the outcome variable of technological innovation from the perspective of configuration. The results show that enterprises under little influence of traditional culture and with a high level of marketization will have a stronger potential for innovation. This indicates that in the sample enterprises, traditional culture and marketization are still in a state of incompatibility. Therefore, time-honored brands should actively carry out activities related to traditional culture, infiltrate the invisible value of traditional culture into all levels of the enterprise, and integrate various classification indicators of the marketization process to promote each other’s development. Moreover, in the context of fierce market competition, the expansion of the enterprise size is still an important force to promote the innovation of time-honored brands.

All in all, based on theoretical frameworks such as institutional theory and imprinting theory, this manuscript first reveals the theoretical logic and empirical evidence of the dual ethics of traditional culture and marketization for enterprise innovation, which not only corrects the negative cognitive bias of some scholars toward the value of traditional culture but also provides the necessary theoretical basis and policy reference for the positive role of the dual ethical patterns in realizing the strategic goal of innovation-driven development of time-honored brands.



Conclusion

As the Chinese economy has undergone a profound transformation from a planned to a market economy, it is without a doubt that many excellent start-ups have emerged in recent years. However, time-honored brands, which have endured centuries of trials and tribulations, continue to exhibit their unique Chinese contextual imprint, and their innovative practices deserve attention as well. Nevertheless, existing research on how dual ethic patterns affect time-honored brands’ innovation activities lacks in-depth analysis and empirical research. Moreover, most of the studies on enterprise innovation have focused on linear models, ignoring interactions and the possibility that different paths could lead to the same outcome, which could be evaluated using fsQCA models. Thus, in the present study, we proposed two complementary methods, which are OLS regression and fsQCA analysis, respectively, to systematically analyze the mechanism and key path of the dual ethical patterns to promote the innovation of time-honored brands.

Regarding RQ1 (“What is the influence of traditional culture on the innovation of time-honored brands?”), we found that traditional culture is significantly positively correlated with the innovation of time-honored brands. In relation to RQ2 (“Does the difference in the level of marketization in various regions of China affect the innovation investment of time-honored brands of the locality?”), the results showed that time-honored brands located in regions with a higher level of marketization will invest more in innovation. With regard to RQ3 (“Are the two ethical patterns of traditional culture and marketization level complementary or mutually exclusive in the innovation of time-honored brands?”), we found that traditional culture and the level of marketization have mutually exclusive effects in their influence on the innovation of time-honored brands.

In addition, when it comes to fsQCA analysis, with respect to RQ4 (“How can the enterprise’s own situational variables be coordinated with the dual-ethical pattern to maximize the innovation level of time-honored brands?”), we identified three types of modes that can trigger the innovative behavior of time-honored brands. First, the configuration takes the presence of large enterprises and the nature of state-owned enterprises as core conditions leads to high innovation input. Second, the combination of high industry competition environment and low enterprise growth, supplemented by the low traditional cultural influence, high marketization level, private enterprises, and large enterprise size, are more conducive to increasing the innovation investment of the firm. Third, a configuration which includes high enterprise growth and small enterprise size as core conditions leads to high innovation investment.

In summary, we examined the question of how time-honored brands can promote their innovation activities in the local context. Our study advances time-honored brands literature by highlighting the dual ethic patterns formed by traditional culture and marketization level on the innovation investment of time-honored brands. Moreover, the study also contributes to the literature by introducing the fsQCA research method to explain the complex causal mechanism of traditional culture, marketization level, and relevant situational factors that jointly affect the innovation of time-honored brands. We hope that our results will encourage scholars to further explore the role of different cultural characteristics and market characteristics in the innovation and development of enterprises.


Theoretical implications

Compared with the existing research, the potential theoretical contribution margin of this research is reflected in the following three aspects. First, we contribute to expanding the research paradigm of “culture and finance.” Past research works have mainly focused on the impact of culture on time-honored brands (Forêt and Mazzalovo, 2014; Chen et al., 2020; Saci et al., 2021; Zhang et al., 2021). However, this is the first study that reveals the theoretical logic and empirical evidence of the influence of traditional culture and marketization on the innovation of time-honored brands from the perspective of the dual ethical patterns. This not only enriches the research content on the innovation of time-honored brands in the local context but also provides the necessary theoretical basis for promoting the role of traditional culture as an engine to boost innovation in the process of marketization.

Second, this study provides a new research perspective and research object on the relationship between traditional culture and the process of marketization. Although the influence of traditional cultures and marketization levels on enterprises has been examined in some studies (Gu et al., 2008; Zhou et al., 2014). However, no consistent conclusions have been drawn. This study finds that traditional culture and the level of marketization have mutually exclusive effects. Furthermore, we provide empirical evidence on the debate between traditional culture and market economy by using multivariate regression analysis. In addition, this manuscript expands the research perspective on the topic of enterprise innovation. Most of the existing literature examines the macro-institutional constraints or micro-incentive mechanisms that affect enterprise innovation based on institutional logic (He and Tian, 2020; Yang et al., 2021; Huang, 2022). In this manuscript, we break through the traditional institutional theoretical framework and examine the effects and mechanisms of traditional culture on enterprise innovation behavior from an informal institutional perspective.

Third, based on the perspective of configuration, this study explores multiple paths to promote innovation investment of time-honored brands, which is a valuable revelation on how to effectively stimulate the innovation vitality of time-honored brands. Previous studies failed to explore the configuration effect of the influence of traditional culture, marketization level, and related situational factors on the innovation of time-honored brands (Yin et al., 2014; Vollmer, 2015; Shu et al., 2020; Chen et al., 2021). This means that previous scholars did not consider the interaction between influencing factors when doing time-honored brands related research. Thus, we contribute to the literature by introducing the fsQCA research method to explain the complex causal mechanism of traditional culture, marketization level, and relevant situational factors that jointly affect the innovation of time-honored brands.



Practical implications

First, time-honored brands should realize the important role of traditional culture in their innovation, and maintain confidence in their own culture. Undoubtedly, traditional culture is the foundation of the culture of time-honored brands. Thus, time-honored brands should further incorporate the valuable essence of traditional culture to promote the innovation and development of time-honored brands. The finding that traditional culture has a “promoting effect” on the innovation of time-honored brands not only corrects the cognitive bias of some scholars on the value of traditional culture but also is conducive to enhancing cultural confidence. Moreover, it also provides a necessary theoretical basis and policy reference for carrying forward and giving play to the unique role of excellent traditional culture in guiding the innovation of time-honored brands.

Second, it goes beyond doubt that the level of marketization is an essential force in promoting the innovation of time-honored brands. Therefore, governments at all levels should continue to coordinate the promotion and improvement of the marketization process in various regions to push time-honored brands to actively carry out innovation activities. Meanwhile, traditional culture, as an implicit informal constraint and regulatory mechanism, can make up for the deficiencies of the formal system in emerging markets and motivate enterprises to invest in innovation. Therefore, in the current economic transition of China, in addition to speeding up and perfecting the construction and implementation of legal supervision and other formal systems, we should also pay attention to the construction of informal systems.

Third, according to the conclusions of this study, it can be seen that traditional culture and marketization level have mutually exclusive effects in their influencing process on the innovation of time-honored brands. Therefore, time-honored brands should choose different strategies according to their conditions, and try to avoid the degraded combination of traditional culture and the market economy, which may inhibit the innovation level of time-honored brands.



Limitations and future research

This research also has some limitations, which also provide the direction for further research. First, this research only focuses on traditional culture and marketization level and the complex mechanism effect of four situational variables, while neglecting many other situational variables that affect the innovation of time-honored brands. Future research can be conducted to analyze the influence of the remaining situational variables. Second, Chinese traditional culture is mainly divided into three factions, namely, Confucianism, Buddhism, and Taoism. This manuscript does not respond to the question of whether different factions have a different impact on the innovation of time-honored brands. Future research can make further analysis and demonstration of this question. Third, the sample of this study only includes listed Chinese time-honored brands, while neglecting non-listed companies. Future research can discuss whether the conclusions of this study are universal and whether enterprise-type pathways exist to boost the innovation of time-honored brands.
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