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Drawing upon upper echelons and self-determination theories, we hypothesize and test a mediating process linking entrepreneurs’ empathy to employees‘ emotional exhaustion and the moderating role of psychological empowerment. Based on a dyadic-survey study of entrepreneurs and their employees in high-tech new ventures in China, we conducted the empirical test by using hierarchical linear modeling (HLM) and found that entrepreneurs’ empathy has a negative effect on employees‘ emotional exhaustion, and psychological empowerment not only partially mediates the relationship between entrepreneurs’ empathy and employees‘ emotional exhaustion but also positively moderates the above relationship. This study frames an integrative perspective of emotions and psychologies and sheds a nuanced understanding of the mechanisms linking empathy with emotional exhaustion. Limitations and future directions are addressed.
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Introduction

With the breakout and continuous development of the COVID-19 pandemic, entrepreneurs and their new ventures are facing more challenges and threats and are struggling to survive (Tang and Gray, 2021). Besides, more and more employees in new ventures are experiencing emotional pressure or even breakdown at home and workplace. Because of liabilities of newness and smallness (Dong et al., 2020; Zheng et al., 2020), new ventures’ survival is largely dependent on the wisdom of their employees, a kind of valuable, rare, inimitable, and non-substitute resource causing competitive advantage for firms (Barney, 2001), supporting the competition and survival for new ventures. But one of the most dangerous episodes for new ventures is employees’ emotional exhaustion (Cropanzano et al., 2003), a peculiar psychological factor that means employees are endowed with excessive emotional demand but are unable to bear it when they interact with colleagues at the workplace (Wright and Cropanzano, 1998). Root causes of employees’ emotional exhaustion are often deeply embedded within the atmosphere of organizations (Pare and Tremblay, 2007). In light of these challenges, a stream of research has studied the factors that influence employees‘ emotional exhaustion (Walumbwa et al., 2011), among which the role of entrepreneurs is highly stressed (Dust et al., 2018). As shown in previous research, individual and group cognition, emotion, and psychology play a crucial role in the conceptual foundation of upper echelons theory (UET) (Carpenter et al., 2004; Hambrick, 2007). Far and wide, there is a deep understanding that cognitive and psychological models influence how individuals attend to, filter, and process information in a given situation. UET explains that these processes influence executives’ actions on followers and strategic themes (Hambrick and Lovelace, 2018). UET argues that leaders/entrepreneurs or top management teams are responsible for the development, and their characteristics and strategic choice behaviors can affect the daily operation, employees‘ emotions, crisis management, and performance of the firms (Hambrick and Mason, 1984; Hambrick, 2007; Scott et al., 2010). Importantly, recent calls in the emotion and psychology literature (Tata et al., 2017; De Cock et al., 2020) highlight that emotion-focused or trait-focused upper echelons perspective is becoming a more and more vital lens to explain the cause of employees’ emotional exhaustion.

Among the idiosyncrasies, entrepreneurs’ empathy is claimed to matter in regulating and balancing employees’ emotional exhaustion (Cooley et al., 2017; Tang and Gray, 2021). Empathy is defined as the human ability to put oneself in the place of another to better understand what that other person feels or thinks (Levy, 1997; Eklund, 2006). When facing distress, failure, anxiety, and frustration triggered by external environment or internal workplace factors, employees in new ventures will exert withdrawal behavior because of negative emotional perception (Allemand et al., 2015), thus causing depersonalization and reduced personal accomplishment and even more severe symptoms in their work (Ladebo, 2009). Only if employees get empathic concern from entrepreneurs, they may feel the leaders are sharing their feelings with them and showing perspective-taking for their psychology and mentality to improve their welfare (Vachon and Lynam, 2016). More precisely, unpacking the influential processes, we find that understanding employees’ needs and experiences and, thus, recognizing their emotions require leaders’ empathy, which shows that leaders should play a key role in harnessing employees’ emotions. Thus, vicarious empathy is a key factor in solving employees‘ emotional anxiety and exhaustion—both in facilitating employee passion and excitement in the workplace and enhancing their “recognition of an entrepreneurial problem-to-be-solved and in devising a more innovative and valuable solution” (Packard and Burnham, 2021, p. 9) in their daily work.

However, extant studies are limited in several ways. First, some research has already investigated the outcomes of empathy, such as employees’ organizational identification (Calvert et al., 2006), employee creativity (Sun et al., 2012), employees’ job evolvement (Kim and Richardson, 2003), organizational citizenship behavior (Stock and Bednarek, 2014), prosocial behaviors (Decety et al., 2016), and social entrepreneurial behaviors and activities (Toledano, 2020; Chatterjee et al., 2021). Some scholars have recalled the urgent need for the research about employees’ emotional exhaustion from the view of empathy of leaders to unveil its emotive micro-foundations (Bloom, 2017).

Second, the path of how leaders‘ empathy influences employees‘ emotional exhaustion is unclear (Vachon and Lynam, 2016). Some researchers argued that empathy, as a kind of emotive and psychological factor, must empower employees with a strong feeling of identification and encouragement to facilitate their positive behavior and capabilities, thus reducing their distress and then relieving emotional exhaustion (Wright and Cropanzano, 1998; Zhang and Bartol, 2010), as suggested by self-determination theory (Gagne and Deci, 2005). Therefore, by including cognitions regarding the meaning, personal competence, self-determination, and impact of work (Spreitzer, 1995), psychological empowerment is a motivational construct with integrative and active orientation and reflects intrinsic task motivation, which is a vital inhibitor of employees’ emotional exhaustion (Seibert et al., 2011; Hill et al., 2014). Accordingly, in this study, based on the self-determination theory, we examine the role of empathy of entrepreneurs‘ in promoting psychological empowerment in employees in their workplace, which, in turn, affect employees‘ emotions (e.g., emotional exhaustion, emotional high, or job stress reduction). That is, psychological empowerment as an integrative motivational mechanism can build a linkage between entrepreneurs‘ empathy and employees’ emotional exhaustion.

Third, despite past research efforts linking empathy to emotional exhaustion, a critical question remains unanswered, namely, to what extent does empathy affects emotional exhaustion? Empathy can have positive (e.g., via prosocial behavior, Fiori and Ortony, 2016) and negative (e.g., putting individual interests ahead of organizational interests may trigger cognitive overload, exhaustion, and bias, Antonakis et al., 2009) influence on emotions, respectively. The employees‘ capabilities of performing their work activities and controlling immediate work behaviors may affect the functions of leaders‘ empathy, that is, to improve or decrease their cognitive functioning efforts (Brown et al., 2005). How to regulate the effect of empathy needs more explanation in the view of psychological empowerment. As such, another task in the current study is to determine whether employee psychological empowerment functions as a boundary condition that strengthens the negative effect of entrepreneurs‘ empathy on employees’ emotional exhaustion.

To address these research gaps, we draw upon upper echelons and self-determination theories to hypothesize that (1) entrepreneurs‘ empathy has a negative effect on employees’ emotional exhaustion, (2) psychological empowerment mediates the effect of entrepreneurs‘ empathy on employees’ emotional exhaustion, and (3) psychological empowerment moderates the effect of entrepreneurs‘ empathy on employees’ emotional exhaustion. This study contributes to empathy and emotional exhaustion literature and research in three important aspects. Most prominently, we supplement research on emotional exhaustion by introducing emotion-focused upper echelons and self-determination perspectives as nuanced angles to better understand employees’ emotional exhaustion in the severe contexts of new ventures. Besides, by clarifying psychological empowerment as a mediator in the entrepreneurs‘ empathy–employees’ emotional exhaustion relationship, this study extends previous research that has primarily examined the direct or main effect of empathy on employees’ emotional exhaustion (e.g., Bloom, 2017). Understanding the mediators of the above relationship sheds light on the mechanism through which entrepreneurs‘ empathy affects employees’ emotional exhaustion. Although the relationship between empathy and employees’ emotional exhaustion has been examined qualitatively, the present study is among the first to examine the effect of entrepreneurs‘ empathy on employees’ emotional exhaustion quantitatively in the context of new ventures. Finally, this research demonstrates that psychological empowerment is an integrative and active orientation that reinforces the motivational effects of empathy and may prove to be an important boundary condition on the influence of entrepreneurs‘ empathy (Figure 1).
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FIGURE 1
The conceptual model.




Theory and hypotheses


Employees’ emotional exhaustion: An emotional challenge for entrepreneurs

There are several research investigating factors that determine whether employees’ emotional exhaustion is likely to be invoked (for a review, see Seibert et al., 2011). The emotional literature underlines that factors causing employees’ emotional exhaustion in new ventures remain poorly understood and that there is still a significant limitation in our understanding of employees’ emotional exhaustion and burnout (Halbesleben and Bowler, 2007; De Cock et al., 2020). We do not emphasize previous views which argue that employees’ emotional exhaustion is triggered by external factors (e.g., fierce market competition) that are out of control from employees (e.g., Phillips and Reddie, 2007), or that employees’ emotional exhaustion depends mainly on the imbalance of venture resource orchestration or mobilization (e.g., conservation of resources theory; Hobfoll and Shirom, 2001), or even the leaders’ ability to manage the teams and firms (e.g., UET; Inoue et al., 2012). Instead, we take advantage of the recently developed emotive perspective of employees’ emotional exhaustion, which suggests that the employees’ emotional exhaustion in new ventures is not simply a matter of excessive emotional demand (Wright and Cropanzano, 1998) but that more psychological reasons affect the survival of new ventures (Leiter and Maslach, 2005; Dust et al., 2018).

Past studies have indicated that entrepreneurs‘ empathy, defined as a kind of emotional capacity (e.g., Scott et al., 2010) can induce special emotive feelings in their employees, thus incurring their emotional swings and behaviors (Salovey and Mayer, 1990; Zaki, 2019). If the entrepreneur cannot utilize empathy properly in some circumstances, his/her new ventures may suffer a lot due to employees‘ negative emotions (Huang, 2022). However, it remains invisible how entrepreneurs deal with their empathy, and how they do so affects employees’ emotional exhaustion in new ventures. This connection between empathy and emotional exhaustion is believed to be driven by empathic individuals’ ability to appreciate others’ strain and propensity to put themselves in someone else’s shoes and the generating desire to mitigate it (Bohns, 2016). We argue that how entrepreneurs harness their empathy will have a potential influence on whether their employees will suffer or benefit in emotions.



Entrepreneurs‘ empathy and employees’ emotional exhaustion

The bulk of literature suggests that empathy should be regarded as a complicated multidimensional construct even though it is an individual-level variable (König et al., 2020), which expresses the “reactions of one individual to the observed experiences of another” (Davis, 1983, p. 113). Specifically, empathy refers to the ability of understanding and sharing other individuals’ emotions and propensities of connecting with and caring about others when individuals are in distress (Davis, 1983; Salovey and Mayer, 1990; Zaki and Ochsner, 2012). Empathy consists of two correlated dimensions, that is, affective and cognitive. The former means sharing similar emotions (i.e., emotional contagion) and having a feeling of sorrow or concern for the other (i.e., empathic concern) while the latter shows the intellectual understanding of another person’s emotions or inner states and relies on perspective-taking (Davis, 1983; Van der Graaff et al., 2017). In this research, we focus on three intra- and interpersonal propensities: emotional contagion (the propensity to “share another person’s emotions at the moment these emotions occur”), empathic concern (the propensity to “respond to another person’s emotions in a given situation without experiencing these emotions”), and perspective-taking (the propensity to “understand the role or point of view of another person, to anticipate the reactions of the other, and to address the other’s perceived needs, motivations, or opinions”) (Wieseke et al., 2012, p. 317).

Emotional exhaustion is a mental state in which negative emotion occurs beyond physical or emotional requirements from one‘s work (Maslach and Jackson, 1984; Leiter and Maslach, 2005). It is a lack of response caused by long-term work pressure, especially work involving high interpersonal contact, which is closely related to the improvement of work and life quality and the performance of organizational functions (Wright and Cropanzano, 1998). Maslach and Jackson (1984) pioneered the study of emotional exhaustion as an early symptom of burnout. When individuals interact with people at work, they are given too much emotional demand but are unable to bear it, which leads to emotional exhaustion due to excessive emotional extension and exhaustion of emotional or psychological resources, which leads to increased withdrawal behaviors, lack of energy, and reduced productivity. When employees in new ventures experience severe emotional exhaustion, their commitment to the organization can be reduced (Li et al., 2016) and their cognitive thinking can deteriorate (Schermuly and Meyer, 2015), resulting in poor work performance. If employees‘ emotional exhaustion does not receive appropriate concern from leaders, the firms can suffer from bad emotions and turnover of the employees (Ladebo, 2009; Van Laethem et al., 2015).

Self-determination theory holds that individuals make free choices about their actions based on a full understanding of individual needs and environmental information (Gagne et al., 1997). This theory emphasizes the role of self in the process of motivation. Self-determinism considers drives, intrinsic needs, and emotions as sources of motivation for self-determined behavior. Individuals tend to have higher levels of performance, health, and well-being if their basic needs (autonomy, competence, and relationships) are met, as opposed to if their basic needs are not. Individuals must continue to meet three basic psychological needs (i.e., autonomy, competence, and relationships) throughout their lives to achieve optimal functioning and experience personal growth and happiness (Gagne and Deci, 2005). This theory recalls the role of entrepreneurs to show care for the employees‘ minds, thoughts, needs, and atmosphere in the workplace, thus causing more positive motivations and reducing negative emotions in employees (Huy and Zott, 2019). How leaders’ cognition, emotion, and psychology influence their followers and organizations has been a major area of focus in micro leadership research (e.g., Dinh et al., 2014). Studies in the utilization of leaders’ cognitive and psychological models (e.g., Mumford et al., 2017) believed that these factors can exert a key influence on employees‘ emotions. When steering the daily operation of the new ventures, entrepreneurs should focus not only on the interfunctional coordination of teams or groups but also on employees‘ potential emotions, which can incur general turmoil or keep the ventures growing steadily (Maitlis and Ozcelik, 2004; Shepherd et al., 2011), as suggested by UET.

Empathy is a significant factor in governing entrepreneur–employee interactions. Even though the nature of empathy is still unclear, research shows concrete consistency in the facilitation of helping behaviors or prosocial behaviors, which can reduce the negative emotions of employees because these behaviors can benefit employees, concern about their needs in the workplace, and settle doubts and distress to satisfy their needs of autonomy, competence, and relationship (Crocetti et al., 2016), thus reducing the feeling of emotional exhaustion. By fostering a more accurate understanding of employees‘ work state and mood, empathy improves the entrepreneurs’ ability to predict employees‘ behavior or reaction (Shepherd et al., 2011). In addition, cooperative behavior is further promoted by adapting one’s behavior to the other’s thoughts and feelings and for the benefit of the other (Homburg et al., 2009). Thus, empathy enhances social interaction by inducing and reinforcing mutually supportive attitudes and behaviors between entrepreneurs and employees (Lazarus, 1991), thus causing more positive emotions and behaviors in employees. Besides, a more empathic entrepreneur will be more thoughtful of the feelings of employees and, thus, more possibly to perceive changes in employees’ facial and vocal expressions, which employees use to hint at distress, strain, or even special needs (Salovey and Mayer, 1990). And when employees express their negative emotions or state of emotional exhaustion, a more empathic entrepreneur will experience similar situations as well, and then he/she will act upon this information. By taking perspectives of employees who are under strain, a highly empathic entrepreneur will be relatively quick in interpreting employees‘ emotional signs and steer them in the right orbit (Tata et al., 2017; De Cock et al., 2020), which can reduce or alleviate the emotional exhaustion by enhancing entrepreneurs’ understanding of employees‘ needs. Therefore, we propose the following hypothesis:


Hypothesis 1: Entrepreneurs‘ empathy has a negative effect on employees’ emotional exhaustion.





Mediation and moderation roles of psychological empowerment

Psychological empowerment, a sense of control over one‘s work, can be defined as “a process of enhancing feelings of self-efficacy among organizational members through the identification of conditions that foster powerlessness and through their removal by both formal organizational practices and informal techniques of providing efficacy information” (Conger and Kanungo, 1988, p. 474), which can be manifested by four dimensions: meaning, self-determination, competence, and impact (Seibert et al., 2011). To be specific, employees with strong psychological empowerment believe that their work is crucial and significant and fits the goals and beliefs or values (meaning), they own the capability of performing their work successfully (competence), they have a choice to initiate and regulate work activities (self-determination), and they can influence strategic, administrative, or operational outcomes at work (impact) (Spreitzer, 1995). Together, these four cognitions capture an active orientation toward work role and a comprehensive sense of control at work, which has been verified to affect employee outcomes, such as job evolvement, organizational citizenship behavior, job satisfaction, job distress, emotions, and turnover (Avolio et al., 2004; Quiñones et al., 2013).

Upper echelons theory argues that leaders sense and understand the internal and external environment by cognitively processing the information in their daily management, especially sense and experience the emotional information in employees (Huy and Zott, 2019). Therefore, drawing on the upper echelons basis of executives, we believe that entrepreneurs‘ empathy models how employees engage in their work, which influences the four dimensions of psychological empowerment. An entrepreneur with higher empathy has a stronger tendency to perceive and undergo psychological strain experienced by employees, and these negative emotions can cause a reciprocal and conducive dialogue between them (Nahum-Shani et al., 2014) for problem-solving, which can increase a sense of significance or meaning from employees. Besides, an empathic entrepreneur takes perspective to make the employees understand the importance and significance of how they approach their work, which encourages employees to behave properly and effectively to show their values to the organization (Van Laethem et al., 2015). When entrepreneurs convey empathic concern to employees’ work context, emotional swings, and even their work role, employees can sense respect and appreciation and believe that they are an inseparable part of the organization (Avolio et al., 2004), which strengthens their understanding of the impact on the work and reinforce their flexible regulation of work activities (Schermuly and Meyer, 2015). What‘s more, employees voice or speak up for themselves bravely when they hold that entrepreneurs show perspective-taking to consider their negative emotions, thus receiving credit for sharing information with leaders, improving their self-efficacy and confidence in their ability to successfully perform a task, and, in turn, causing effectiveness (Avolio et al., 2004).

In sum, entrepreneurs‘ empathy help employees in new ventures comprehend how to sense the care from firm leaders and engage in their work and behave properly in a way that will be encouraged and rewarded by the entrepreneurs, leading to employees having an incremental feeling of competence and self-determination. In addition, entrepreneurs‘ empathy is conducive to employees to reinforce the meaning and impact of their work. Hence, consistent with previous studies showing that empathy is related to psychological empowerment (Seibert et al., 2011; Sun et al., 2021), we argue that entrepreneurs‘ empathy strengthens employees’ psychological empowerment. However, we also contend that psychological empowerment is a crucial mechanism linking entrepreneurs‘ empathy with employees’ emotional exhaustion.

Employees reduce the state and emotion of exhaustion by adjusting pressure and regulate their emotions and feelings when meeting organizational objectives or requirements (Hobfoll and Shirom, 2001). When viewing their work as meaningful and impactful to new ventures, employees despise the pressure and take initiative to face challenges and setbacks and show their tendency to be persistent in overcoming difficulties and obstacles (Howell et al., 2015). Additionally, employees with a strong sense of self-determination engage in work with great confidence and a sense of freedom in their work and then perform tasks successfully, thus causing a higher sense of achievement (McAllister et al., 2018). Strong personal competence empowers employees themselves with great persistence and confidence to enhance their job satisfaction and organizational commitment (Shepherd et al., 2011), which can alleviate emotional burnout. Importantly, as an active orientation toward work, psychological empowerment can facilitate employees‘ endeavors in shaping their work role, beliefs, and values, and they have great faith in fulfilling every task excellently (Spreitzer, 1995). As discussed earlier, psychologically empowered employees are full of perseverance, resilience, and confidence (Spreitzer, 2008), and they are most likely to engage in more challenging and difficult work with a sense of being master and not the energy that’s about to run out (Leiter and Maslach, 2005; Li et al., 2016), which decreases their emotional exhaustion. Therefore, we propose the following hypothesis:


Hypothesis 2: Psychological empowerment mediates the relationship between entrepreneurs‘ empathy and employees’ emotional exhaustion.



As suggested by self-determination theory, autonomous motivation in the workplace will facilitate employees to experience meaningfulness, competence, self-determination, and impact at work (Spreitzer, 1995; Sun et al., 2021). So psychological empowerment plays a vital role in shaping how external motivational events such as leaders‘ psychology and emotion (i.e., empathy) influence employees‘ emotion fluctuation, for example, emotional exhaustion. Employees regard psychological empowerment as a process of enhancing feelings of self-efficacy (Conger and Kanungo, 1988), which has a crucial effective influence on their emotions. If an employee feels strong empowerment, he or she may have more energy and interest to put themselves into work after being empathically concerned by the entrepreneurs. As a result, entrepreneurs‘ empathy may produce positive emotional feedback for him or her, not emotional exhaustion. Surprisingly, to the best of our knowledge, no research has verified the role of psychological empowerment in the cognitive processes of emotional exhaustion. Our key standpoint is that the reinforcement of psychological empowerment for employees‘ work roles, beliefs, values, and needs may increase their confidence and conserve their psychological resources under awful circumstances and restrain the development of cognitive processes of emotional exhaustion.

Specifically, when highly psychologically empowered employees believe their work is meaningful and have confidence about their ability to do their job, then they produce a sense of control and mastery over work environments (Frieder et al., 2019), which can reduce their feelings of psychological resource exhaustion (Nahum-Shani et al., 2014). When self-determining their work processes and opportunities for independence and freedom, employees can “better highlight their competence and value and feel a greater sense of impact via their self-initiated actions” (Sun et al., 2021, p. 7). They are thus likely to benefit from motivational encouragement that tends to promote positive emotions without perceiving emotional exhaustion. Consequently, when they are given more empathy by leaders, they may develop abundant psychological resources, relaxation and job satisfaction, and expect good expectancies (Scott et al., 2010; Inoue et al., 2012; Zheng et al., 2020). In other words, if empathically concerned or perspective is taken by entrepreneurs, psychologically empowered employees are more prone to make benevolent attributions when unfavorable events occur (Wieseke et al., 2012), thus relieving negative emotions and reducing emotional exhaustion. Hence, for these employees, such empathy from entrepreneurs is more effective in reducing emotional exhaustion.

By contrast, employees who are not psychologically empowered are apt to believe that they are not capable of carrying out a work plan, exerting personal control over the work, and are not significant and meaningful to their work (Walumbwa et al., 2011), which adds more pressure, anxiety, damaged self-esteem, depression, tension, suspicion, and lack of achievement to their work (Pare and Tremblay, 2007), thus causing emotional exhaustion (Ladebo, 2009). Besides, employees who are not psychologically empowered are more likely to produce frustration and tension and contend that they cannot get enough organizational support, thus hurting the feelings of their devotion to the firm (Chatterjee et al., 2021) and performing their tasks badly, which may threaten them with loss of psychological resources and incur emotional exhaustion. In other words, a low level of psychological empowerment may weaken while a high level may strengthen the negative effect of entrepreneurs‘ empathy on employees’ emotional exhaustion. Therefore, we hypothesize the following:


Hypothesis 3: Psychological empowerment moderates the negative relationship between entrepreneurs‘ empathy and employees’ emotional exhaustion such that the negative effects are strengthened as psychological empowerment increases.






Methodology


Sample and data collection

We chose China as the research context because it has been experiencing economic transformation and restructuring and showing prosperity in new venture creation (Burt, 2019), especially in the high-tech industry. As a representative of an emerging economy, more high-tech new venture creations in China are not only witnessing the economic vigor but also bringing fierce challenges and pressure for entrepreneurs, who interact with their employees closely to motivate their survival and development (Zhang and Bartol, 2010; Prashantham et al., 2020). Therefore, we decided to collect data from the Yangtze River Delta Area (including three provinces, i.e., Jiangsu, Zhejiang, and Anhui), which is the most developed and prosperous district in China with a very high birth rate of high-tech new ventures.

We conducted a three-wave field study to empirically test the theoretical model and hypotheses about high-tech new ventures, which are defined as firms under 8 years (Zahra and Bogner, 2000). Dyads of employees and entrepreneurs in the sample were surveyed at different times by talking face-to-face to reduce bias. Adopting a temporally segregated design helps reduce potential concerns arising from solely using self-reported and single-source data-collection methods (Tuncdogan et al., 2017). We coded questionnaires numerically on a pair entrepreneur–employee basis.

To increase the response and matching rates between entrepreneurs and employees, we trained members of the research team to understand the connotation of every variable and item to manage the survey well. To ensure the entrepreneur–employee link, entrepreneurs assigned the employees to the respective employees‘ code numbers. The survey lasted 3 months ranging from July to October 2021. At time 1, 151 questionnaires for entrepreneurs (empathy) were issued with numerical code, 1 month later (time 2), 604 questionnaires for employees (psychological empowerment) were issued with paired numerical code, and then another month later (time 3) for emotional exhaustion. The final matched sample consisted of 113 entrepreneurs and 414 employees (total response rate: 69.8%) in 90 new ventures. Of the 414 employees, their average age was 34.77 years (SD = 7.18) and 42.27% were female. About 74.64% of them owned a bachelor‘s or above degree with an average organizational tenure of 5.77 years (SD = 1.41). Of the 113 entrepreneurs, 36.28% of them had entrepreneurial experiences before they started this new venture and 48.67% owned managerial experience in other firms.



Measures

All measures were from previous literature, which has been tested in related research many times. Following Brislin‘s (1980) procedure, we invited two bilingual management scholars to translate and back-translate the measurement items to make sure their applicability in the Chinese context. All items were measured by a 5-point Likert scale from 1 (Totally disagree) to 5 (Totally agree), unless otherwise noted.


Empathy

We adopted 12 items from McBane (1995) (see Appendix for details) to measure entrepreneurs‘ empathy with minor revision. This scale has three dimensions: perspective-taking (four items, α = 0.83), empathic concern (four items, α = 0.79), and emotional contagion (four items, α = 0.76). The fit indices for the one-factor model were acceptable (χ2 = 267.53, df = 85; RMSEA = 0.06; NFI = 0.92; CFI = 0.94; TLI = 0.93).



Psychological empowerment

We adopted 12 items from Spreitzer (1995) (see Appendix for details) to measure psychological empowerment. This scale has four dimensions: meaning (three items, α = 0.87), competence (three items, α = 0.78), self-determination (three items, α = 0.81), and impact (three items, α = 0.85). These 12 items were averaged to create one score for each individual. The fit indices for the one-factor model were acceptable (χ2 = 783.67, df = 346; RMSEA = 0.05; NFI = 0.97; CFI = 0.96; TLI = 0.91). The overall reliability coefficient was 0.85. In this study, we conceptualized psychological empowerment as a group-level construct, it is necessary to aggregate individual perceptions of psychological empowerment to the group level. Therefore, we computed the median value of within-group agreement γwg and the intraclass correlation coefficients (ICC1 and ICC2). The median γwg is 0.91, and ICC(1) = 0.42, ICC(2) = 0.86, F = 9.47, p < 0.01, all supporting the aggregation (Bliese, 2000).



Emotional exhaustion

A 9-item scale developed by Maslach and Jackson (1981) (see Appendix for details) was used to measure emotional exhaustion. The reliability coefficient was 0.84. Because we conceptualized emotional exhaustion as a group-level construct, we aggregated employees’ ratings to the group level. The median of emotional exhaustion γwg is 0.90 and ICC(1) = 0.50, ICC(2) = 0.82, F = 8.53, p < 0.001, thus supporting the aggregation.



Controls

We controlled for employees‘ age, gender (1 = male, 0 = female), education (1 = bachelor or above, 0 = below bachelor), and tenure (years worked with the organization) because these factors reflect the level of experience and knowledge and their emotional conditions when employees face setbacks (Zhang et al., 2010; Seibert et al., 2011). Further, we also controlled for entrepreneurs‘ managerial experience (1 = yes, 0 = no) which can influence how they behave in their daily management, especially how they can affect employees‘ psychology and emotions when they are under strain (Van Laethem et al., 2015). Finally, since the entrepreneurial experience can influence entrepreneurs‘ empathy of how and when to show to employees (Toledano, 2020), we created a dummy variable to control for entrepreneurial experience (1 = yes, 0 = no).





Results


Data quality analyses

Table 1 presents the correlation matrix of all variables in the study. Before hypothesis testing, we carried out the confirmatory factor analyses (CFA) to assess the validity of the measurements as shown in Table 2. After comparing the five models, we found that hypothesized three-factor model (model 1) had the best indices of fitness: χ2 = 813.52, NFI (normed fit index) = 0.94, CFI (comparative fit index) = 0.97, TLI (Tucker-Lewis index) = 0.91, and RMSEA (root mean squared error of approximation) = 0.05. The changes in Δχ2 and degree of freedom (d.f.) of other models showed significant differences compared with model 1 (p < 0.01) and their indices of fitness were worse than the baseline model. Therefore, we continued with subsequent analyses by treating the three measures as disparate constructs.


TABLE 1    Correlation matrix of all variables.

[image: Table 1]


TABLE 2    The results of confirmatory factor analyses.

[image: Table 2]



Hypotheses testing

As suggested by Bliese (2000), the HLM approach is appropriate for testing multilevel data as shown in this study. HLM can account for the possible non-independence of observations since employees are nested within entrepreneurs (i.e., 414 employees reporting to 113 entrepreneurs). To test the hypotheses, we used HLM analyses to account for the nested structure of the data (i.e., 414 employees reporting to 113 entrepreneurs) using HLM 6.0. Indeed, the ICC1 was 0.42 for psychological empowerment and 0.50 for emotional exhaustion, thus supporting the suitableness of this approach.

Hypothesis 1 argues that entrepreneurs‘ empathy has a negative effect on employees’ emotional exhaustion. As shown in Table 3 (Model 2), entrepreneurs‘ empathy was negatively related to employees’ emotional exhaustion (β = –0.14, p < 0.05), thus supporting Hypothesis 1. Hypothesis 2 states that psychological empowerment mediates the relationship between entrepreneurs‘ empathy and employees’ emotional exhaustion. The results in models 1 and 2 showed that psychological empowerment partially mediates the above relationship, thus giving support to Hypothesis 2. Finally, the results in model 3 expressed support for Hypothesis 3, which argues that psychological empowerment significantly moderates the negative relationship between entrepreneurs‘ empathy and employees’ emotional exhaustion (β = 0.25, p < 0.01). In all, three hypotheses were supported.


TABLE 3    The results of hypotheses testing by using HLM.

[image: Table 3]

In line with the results, we plotted the two-way interaction effect in Figure 2 based on Aiken and West‘s (1991) procedures. Obviously as indicated in Figure 2, when employees are psychologically empowered at a high level, entrepreneurs‘ empathy had a stronger negative effect on employees’ emotional exhaustion, suggesting that psychological empowerment could reinforce the function of empathy in alleviating employees’ emotional exhaustion and encouraging their persistence and resilience in the workplace.
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FIGURE 2
Two-way interaction effect.




Post hoc analysis

To perform post hoc analysis, we tested the effects of sub-dimensions of empathy (emotional contagion, empathic concern, and perspective-taking) to confirm whether one dimension is more influential than the other two in affecting psychological empowerment, and subsequently employees’ emotional exhaustion. We re-ran the multilevel analyses by using HLM for the three dimensions of empathy and got similar results for each dimension. The significance and the pattern remain the same for all dimensions.




Discussion and implication

Although the UET stresses the pertinence of leaders‘ empathy in leader–employee interactions (Shepherd et al., 2011; Huy and Zott, 2019), it is still limited about the effect of empathy on the emotional swings in employees. Besides, self-determination theory suggests that employees’ emotions may largely be affected by leaders‘ cognitive donation of the feelings to motivate the active orientation of meaning, competence, self-determination, and impact of work (Spreitzer, 2008), but its influential mechanism is ambiguous in new ventures. Hence, to extend this emerging scholarly conversation, we argued and tested how and when entrepreneurs‘ empathy shows an effect on employees’ emotional exhaustion. Through a multilevel analysis, we found that entrepreneurs‘ empathy attenuates employees’ emotional exhaustion while psychological empowerment partially mediates the above relationship. Most interestingly, psychological empowerment moderates the relationship between entrepreneurs‘ empathy and employees’ emotional exhaustion significantly, that is to say, when employees are highly psychologically empowered, the negative effect of entrepreneurs‘ empathy on employees’ emotional exhaustion is strengthened. These findings have noteworthy theoretical and practical implications.

Theoretical Implications: First, by investigating the consequences of entrepreneurs’ trait of empathy for emotional fluctuation, we advance the emotion-focused upper echelons perspective (Hambrick, 2007) to study employees’ emotional exhaustion. Especially, we respond to recent calls from scholars that, instead of concentrating on the consequences of observable characteristics of leaders in new ventures (e.g., Tata et al., 2017; Sharifi-Tehrani et al., 2022), address the more complicated aspects of leaders in new venture context. By emphasizing entrepreneurs’ empathy, we also develop a new perspective for understanding whether new ventures are transient in their management of emotions. Besides, previous studies have lost sight of the dyadic nature of emotion and psychological interaction and mainly focused on leaders‘ empathy as an essential predictor of employees’ satisfaction (Dust et al., 2018; Cameron et al., 2022). Indeed, entrepreneurs‘ empathy has long been regarded as an important driver of employees‘ needs and generate favorable outcome such as job satisfaction (Zaki and Ochsner, 2012). Drawing from the emotion-focused upper echelons perspective, we develop an entrepreneur–employee empathy model and demonstrate how entrepreneurs‘ empathy help translate employee emotion into intangible resources. Our model is consistent with and enhances the understanding of prior studies.

Second, drawing upon self-determination theory, we verify the mediating role of psychological empowerment. This finding answered the call to investigate specific functions of intrinsic motivation (Gagne and Deci, 2005). The current study examines that psychological empowerment (a kind of autonomous motivation) links empathy and emotional exhaustion by partially mediating their relationship, thus going beyond the self-determination theory as the latent mechanism of the psychological process. Moreover, the findings depict a full view of the trickle-down effect of psychological empowerment on employees’ emotional exhaustion in new ventures. Most importantly, we discuss the specific feature of entrepreneurs’ empathy and employees‘ emotions in the context of new ventures by drawing on upper echelons’ perspectives and self-determination theory, which can facilitate cross-fertilization in theories.

Third, we investigate the moderating role of psychological empowerment and extend a deep understanding of the boundary conditions of empathy by testifying that psychological empowerment that reinforces employees’ cognitive functioning, has a strengthening effect (Sun et al., 2012) on the influence of entrepreneurs’ empathy. Prior empathy research mainly focuses on the idea that psychological displays by entrepreneurs can generate corresponding changes in employees’ affective states (Vachon and Lynam, 2016), but the question of “when” remain unsolved. By adopting an employee-centric perspective of boundary conditions, the current research offsets this defect.


Practical implications

Our research findings have important implications for entrepreneurs and employees. For entrepreneurs, they should consider employees‘ emotions in the context of new ventures, because these emotions affect their consequent behavior, which may be harmful to the new ventures if poorly handled. Particularly in times of VUCA (volatility, uncertainty, complexity, and ambiguity) and when entrepreneurs sense distress and failure in employees, “walking in the shoes of employees” can create helpful experiences enabling them to develop a better skill for empathy (Allemand et al., 2015) and develop mutual respect and trust with employees (Spreitzer, 2008). Empathic entrepreneurs are likely to carry out empowerment practices to strengthen the autonomous work atmosphere, to better communicate the vision of the new venture with their employees, and stimulate resilience and confidence among employees, thus causing them to perform tasks successfully.

For employees, they should maintain a better sense of psychological empowerment to perceive their work role well. When facing setbacks or negative emotions, they should ask entrepreneurs for help bravely and communicate with them to deal with bad emotions, and reduce the tendency of exhaustion. It is therefore vitally important for employees to learn how to effectively regulate their state and psychology of emotional exhaustion, steering positive consequences of empathy. Nevertheless, it is also crucial to emphasize our finding that without strong psychological empowerment, engaging in high levels of emotional exhaustion can lower the effect of empathy reversely.



Limitations and future directions

This study owns several strengths, but it still has several limitations that should be addressed for future research. First, despite using time-lagged data, we still cannot conclude that there is causality among entrepreneurs‘ empathy, psychological empowerment, and employees’ emotional exhaustion, which is usual in field studies like this one, so it is untenable for only one test. Therefore, there is a need to obtain more time-lagged data to further study the above relationships. Additionally, because individuals, especially those with ample experience, can influence the extent to which they feel empathic (Bohns, 2016), it is necessary to employ experimental research designs to judge the causality of the model.

Second, the data of our study are mainly from the Yangtze River Delta Area (including three provinces, i.e., Jiangsu, Zhejiang, and Anhui), one of the most developed regions in China, and focuses on high-tech new ventures, which can harm the generalizability of the results. Future research can contribute to the generalizability of this study by adopting data from multi-regions and multi-industries. Most importantly, attention should also be paid to comparing findings resulting from different regions and industries to enrich the conceptual model.

Third, given the samples, entrepreneurs gauge their performance in empathy while employees evaluate their understandings of psychological empowerment and emotional exhaustion, which may cause subjective bias. If possible, in future, research scholars can change the evaluation methods, that is, they can ask employees to gauge the performance of entrepreneurs‘ empathy, which may be more objective compared with entrepreneurs‘ self-reported empathy.




Conclusion

This study contributes to a deep understanding of the motivational impact of entrepreneurs‘ empathy on employees’ emotional exhaustion. Empirical results indicate that entrepreneurs‘ empathy can model employees‘ emotions and reduce their emotional exhaustion through a high level of psychological empowerment. However, the enhanced efforts of entrepreneurs‘ empathy are only conducive to the alleviation of emotional exhaustion when employees are highly psychologically empowered.
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Model Description %2 df NFI CFI TLI RMSEA A ¥%(d.f)

1 Hypothesized three-factor model 813.52 361 0.94 0.97 0.91 0.05 Baseline

2 Two-factor model (empathy and emotional exhaustion combined) 1598.47 366 0.84 0.81 0.79 0.13 784.95(5)**

3 Two-factor model (psychological empowerment and empathy 1654.39 376 0.80 0.74 072 0.14 840.89(15)**
combined)

4 Two-factor model (psychological empowerment and emotional 1933.72 379 0.73 0.70 0.67 0.16 1120.20(18)**

exhaustion combined)

5 One-factor model (three variables combined) 2439.14 384 0.67 0.63 0.64 0.17 1625.62(23)**

**p < 0.01. All alternative models were compared with the baseline model.
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Model 2:
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*p < 0.05, *p <0.01. Unstandardized coefficients with standard errors in parentheses.
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