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Chapter 9

Leadership and Teams

By the end of this chapter you will develop an understanding of:

• how the leadership and organization of innovation is much more than a set of 
processes, tools and techniques and that the successful practice of innovation and 
entrepreneurship demands the interaction and integration of three different levels of 
management: individual, collective and climate

• at the personal or individual level, how different leadership and entrepreneurial styles 
infl uence the ability to identify, assess and develop new ideas and concepts

• at the collective or social level, how teams, groups and processes each contribute to 
successful innovation behaviours and outcomes

• at the context or climate level, how different factors can support or hinder innovation 
and entrepreneurship.

LEARNING OBJECTIVES

There is no single universal ideal type of person or organization which promotes innovation 
and entrepreneurship. However, by studying case studies of entrepreneurs and innovative 
organizations and comparing these systematically with less successful ventures, we can begin 
to identify consistent patterns of good leadership and organization. Larger-scale academic 
research confi rms these factors tend to contribute to superior performance (Table 9.1).

In this chapter we focus on the contribution and interaction of three of these critical 
components: individual characteristics, composition of entrepreneurial teams and infl uence 
of the creative context and climate.
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262 Part III  Finding the Resources

Individual Characteristics

Studies of innovation and entrepreneurship tend to focus on the role of key individuals, in 
particular the inherent or given traits of inventors or entrepreneurs. Archetypical inventors 
include Thomas Edison and Alexander Graham Bell, or more recently James Dyson and Steve 
Jobs. Each of these inventors was also an innovator, translating the original technical inven-
tions into new products, but each was also an entrepreneur, in the sense that they created and 
developed successful businesses based on the inventions and innovations.

Typical characteristics of an entrepreneur include:1

• Passionately seek to identify new opportunities and ways to profi t from change and disruption.
• Pursue opportunities with discipline and focus on a limited number of projects, rather than 

opportunistically chasing every option.
• Focus on action and execution, rather than endless analysis.
• Involve and energize networks of relationships, exploiting the expertise and resources of 

others, while helping others to achieve their own goals.

TABLE 9.1 Components of the innovative organization

Component Key features

Shared vision, leader-

ship and the will to 

innovate

Clearly articulated and shared sense of purpose

Stretching strategic intent

Top management commitment

Appropriate structure Organization design which enables creativity, learning and 

interaction

Not always a loose ‘skunk works’ model

Key issue is fi nding appropriate balance between organic and 

mechanistic options for particular contingencies

Key individuals Promoters, champions, gatekeepers and other roles which ener-

gize or facilitate innovation

Effective team working Appropriate use of teams (at local, cross-functional and inter-

organizational level) to solve problems

Requires investment in team selection and building

High-involvement 

innovation

Participation in organization-wide continuous improvement activity

Creative climate Positive approach to creative ideas, supported by relevant 

motivation systems

External focus Internal and external customer orientation
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These characteristics are consistent with what research tells us about the cognitive abili-
ties necessary for creativity and innovation:

• Information acquisition and dissemination. including the capture of information from a 
wide range of sources, requiring attention and perception.

• Intelligence. The ability and capability to interpret, process and manipulate information.
• Sense making. Giving meaning to information.
• Unlearning. the process of reducing or eliminating existing routines or behaviours, includ-

ing discarding information.
• Implementation and improvisation. Autonomous behaviour, experimentation, refl ection 

and action. Using information to solve problems, for example during new product develop-
ment or process improvement.

Personal orientation includes what is traditionally thought of as characteristics of creative 
people as well as the creative abilities associated with creativity. These include personality 
traits traditionally associated with creativity such as openness to experience, tolerance of 
ambiguity, resistance to premature closure, curiosity and risk taking, among others. They 
also include such creative-thinking abilities as fl uency, fl exibility, originality and elaboration. 
Expertise, competence and knowledge base also contribute to creative efforts. Traditionally, 
people have been assessed and selected for different tasks on the basis of such characteristics, 
for example using psychometric questionnaires or tests. For example, the Kirton Adaption-
Innovation (KAI) scale assesses different dimensions of creativity, including originality, atten-
tion to detail and reliance on rules.

The KAI scale is a psychometric approach for assessing the creativity of individuals. By a 
series of questions it seeks to identify an individual’s attitudes towards originality, attention 
to detail and following rules. It seeks to differentiate ‘adaptive’ from ‘innovative’ styles:

• Adaptors characteristically produce a suffi ciency of ideas based closely on existing agreed 
defi nitions of a problem and its likely solutions, but stretching the solutions. These ideas 
help to improve and ‘do better’.

• Innovators are more likely to reconstruct the problem, challenge the assumptions and to 
emerge with a much less expected solution which very probably is also at fi rst less acceptable. 
Innovators are less concerned with doing things better than with doing things differently.

It is important to recognize that creativity is an attribute that we all possess, but the 
preferred style of expressing it varies widely. Recognizing the need for different kinds of indi-
vidual creative styles is an important aspect of developing successful innovations and new 
ventures. It is clear from a wealth of psychological research that every human being comes 
with the capability to fi nd and solve complex problems, and where such creative behaviour 
can be harnessed amongst a group of people with differing skills and perspectives extraor-
dinary things can be achieved. Some people are comfortable with ideas which challenge the 
whole way in which the universe works, while others prefer smaller increments of change – 
ideas about how to improve the jobs they do or their working environment. We discuss the 
role of creativity in more detail in Chapter 5.
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264 Part III  Finding the Resources

Personal Creativity and Entrepreneurship

A study of 800 senior managers revealed that there were signifi cant differences between those in 
the top quartile (25%) and the rest of the sample. The more successful managers had achieved 
their goals within eight years, and most were in senior management positions by their early 30s. 
The key differences associated with the more successful managers were personality and cogni-
tive, in particular the breadth and creativity of their thinking, and their social skills. However, 
the study does not conclude that creative thinking and social skills are inherent personality traits 
but rather dispositions, which can be developed and improved signifi cantly.

Such abilities are critical in many contexts, including large organizations and small start-
up companies. For example, E.ON, one of the world’s largest energy services companies, has 
created a graduate training programme to help assess and develop new recruits. Following 
psychometric assessment, graduate recruits follow specifi c programmes aimed to improve 
their personal and social skills, including placements in different parts of the business. Alex 
Oakley, head of human resources at E.ON, believes ‘in this way we get a balance between 
skills and personal attributes that helps people do the job. We don’t just concentrate on 
skills.’ Similarly, Jamie Malcolm, an entrepreneur who co-founded the garden centre Shoots 
in Sussex, argues that ‘anything new and innovative, like a start-up business, needs to take 
risks – you just can’t succeed without it. I’ll always be prepared to take risk in order to inno-
vate. The innovation required to grow the business is what drives me. Risk can be dangerous if 
you’re taking it because of your personal desire to do so. You don’t have to lower your appe-

tite for risk as the business grows – you 
just have to analyse it more as there’s 
more at stake.’

Source: Kaisen Consultants, 2006, 
www.kaisen.co.uk.

ENTREPRENEURSHIP IN ACTION 9.1

Activity to assess your creativity is 

available on the Innovation Portal at 

www.innovation-portal.info

Entrepreneurial Disposition

Research on successful entrepreneurs has identifi ed some of the factors that affect the likeli-
hood of establishing a venture, and these include a combination of those which are largely 
inherent or given and those which can be more easily learnt or infl uenced:

• family and ethnic background
• psychological profi le
• formal education and early work experience.

www.innovation-portal.infoTidd, Joe. Innovation and Entrepreneurship, Wiley Textbooks, 2015. ProQuest Ebook Central, http://ebookcentral.proquest.com/lib/momp/detail.action?docID=4946361.
Created from momp on 2018-12-27 02:20:20.

C
op

yr
ig

ht
 ©

 2
01

5.
 W

ile
y 

Te
xt

bo
ok

s.
 A

ll 
rig

ht
s 

re
se

rv
ed

.

http://www.innovation-portal.info
http://www.kaisen.co.uk
http://www.innovation-portal.info


 Chapter 9  Leadership and Teams 265  

Background

A number of other studies confi rm that both family background and religion affect an 
individual’s propensity to establish a new venture. A signifi cant majority of technical entre-
preneurs have a self-employed or professional parent. Studies indicate that between 50 
and 80% have at least one self-employed parent. For example, one seminal study found 
that four times as many technical entrepreneurs have a parent who is a professional, com-
pared with other groups of scientists and engineers.2 The most common explanation for 
this observed bias is that the parent acts as a role model and may provide support for 
self-employment.

The effect of religious and ethnic background is more controversial, but it is clear that 
certain groups are over-represented in the population of entrepreneurs. For example, in the 
USA and Europe, Jews are more likely to establish new ventures, and the Chinese are more 
likely to in Asia. Whether this observed bias is the result of specifi c cultural or religious norms 
or the result of minority status is the subject of much controversy but little research. Research 
suggests that dominant cultural values are more important than minority status, but even this 
work indicates the effect of family background is more signifi cant than religion. In any case, 
and perhaps more importantly, there appears to be no signifi cant relationship between family 
and religious background and the subsequent probability of success of a new venture.

Psychological Profi le

Much of the research on the psychology of entrepreneurs is based on the experience of small 
fi rms in the USA, so the generalizability of the fi ndings must be questioned. However, in the 
specifi c case of technical entrepreneurs there appears to be some consensus regarding the nec-
essary personal characteristics. The two critical requirements appear to be an internal locus 
of control and a high need for achievement. The former characteristic is common in scientists 
and engineers, but the need for high levels of achievement is less common. Entrepreneurs are 
typically motivated by a high need for achievement (so-called ‘n-Ach’), rather than a general 
desire to succeed. This behaviour is associated with moderate risk taking, but not gambling 
or irrational risk taking. A person with a high n-Ach:

• likes situations where it is possible to take personal responsibility for fi nding solutions to 
problems

• has a tendency to set challenging but realistic personal goals and to take calculated risks
• needs concrete feedback on personal performance.

However, a US study of almost 130 technical entrepreneurs and almost 300 scientists 
and engineers found that not all entrepreneurs have high n-Ach; only some do.3 Technical 
entrepreneurs had only moderate n-Ach, but low need for affi liation (n-Aff). This suggests 
that the need for independence, rather than success, is the most signifi cant motivator for 
technical entrepreneurs. Technical entrepreneurs also tend to have an internal locus of con-
trol. In other words, technical entrepreneurs believe that they have personal control over 
outcomes, whereas someone with an external locus of control believes that outcomes are 
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266 Part III  Finding the Resources

the result of chance, powerful institutions or others. More sophisticated psychometric tech-
niques, such as the Myers–Briggs type indicators (MBTI), confi rm the differences between 
technical entrepreneurs and other scientists and engineers. Attempts to measure more gen-
eral entrepreneurial traits have been less successful. For example, the General Enterprise 
Tendency test assesses fi ve types of trait: need for achievement, drive and ambition, risk 
taking, autonomy, and creativity and potential for innovation. This instrument has proven 
effective at identifying potential owner-managers but fails to distinguish these from success-
ful entrepreneurs.

Studies of the traits of successful entrepreneurs identify very similar profi les in a wide 
range of contexts, which typically feature innovativeness, risk taking and an ambition to 
achieve, compete and grow.4 However, these are not the same characteristics as those who 
simply seek self-employment or manage small businesses, where the primary needs appear 
to be autonomy and independence.5 These differences are critical, because too often entre-
preneurs, the self-employed and SMEs are grouped together, whereas research confi rms that 
these have very different characteristics, motives and outcomes. For example, the Global 
Entrepreneurship Monitor (GEM) tracks entrepreneurship at the national level, and in 
addition to cultural, demographic and educational factors includes indicators of infrastruc-
ture and national context. However, the focus of the GEM is on start-up activity, rather 
than subsequent success or growth, so it also fails to differentiate small businesses from 
successful entrepreneurial activity. For example, despite their evident structural economic 
problems, the GEM ranked Greece and Ireland top of the EU for ‘total entrepreneurial 
activity’.

Education and Experience

In general, the self-employed and managers of SMEs tend to be under-educated compared to 
the relevant population. One explanation for this is that either through choice or because of a 
lack of ability or opportunity, those who do not pursue higher levels of education have fewer 
career options than those who do. This is often referred to as ‘necessity-drive entrepreneur-
ship’, in contrast to ‘opportunity-driven entrepreneurship’. Opportunity-driven entrepreneurs, 
in contrast to the self-employed and managers of SMEs, tend to be more educated than the 
relevant population, and technical entrepreneurs even more so: in general, those with a higher, 
college or university-level education are twice as likely to be successful entrepreneurs, and 
85% of technical entrepreneurs have a degree.6

The levels of education of technical entrepreneurs do not differentiate them from other 
scientists and engineers, but education and training are major factors that distinguish the 
founders of technical ventures from other types of entrepreneur. The median level of educa-
tion of technical entrepreneurs is a master’s degree, and, with the important exception of bio-
technology-based new ventures, a doctorate is superfl uous. Signifi cantly, potential technical 
entrepreneurs tend to have higher levels of productivity than their technical work colleagues, 
measured in terms of papers published or patents granted. This suggests that potential entre-
preneurs may be more driven than their corporate counterparts.

In addition to a master’s-level education, on average, a technical entrepreneur will have 
around 13 years of work experience before establishing a new venture. In the case of Route 
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128, the entrepreneur’s work experience is typically with a single incubator organization, 
whereas technical entrepreneurs in Silicon Valley tend to have gained their experience from 
a larger number of fi rms before establishing their own venture. This suggests that there is no 
ideal pattern of previous work experience. However, experience of development work appears 
to be more important than work in basic research. As a result of the formal education and 
experience required, a typical technical entrepreneur will be aged between 30 and 40 when 
establishing his or her fi rst venture. This is relatively late in life compared to other types of 
venture, and is due to a combination of ability and opportunity. On the one hand, it typically 
takes between 10 and 15 years for a potential entrepreneur to attain the necessary technical 
and business experience. On the other hand, many people begin to have greater fi nancial and 
family responsibilities at this time, which reduces the appetite for risk. Thus, there appears to 
be a window of opportunity to start a new venture some time in the mid-thirties. Moreover, 
different fi elds of technology have different entry and growth potential. Therefore, the choice 
of a potential entrepreneur will be constrained by the dynamics of the technology and mar-
kets. The capital requirements, product lead times and potential for growth are likely to vary 
signifi cantly between sectors.

Numerous surveys indicate that around three-quarters of technical entrepreneurs claim 
to have been frustrated in their previous job. This frustration appears to result from the 
interaction of the psychological predisposition of the potential entrepreneur and poor selec-
tion, training and development by the parent organization. Specifi c events may also trigger 
the desire or need to establish a new venture, such as a major reorganization or downsizing 
of the parent organization (Figure 9.1).

Innovation Leadership

The contribution that individuals make to the performance of their organizations can be 
signifi cant. Upper echelons theory argues that decisions and choices by top management 
have an infl uence on the performance of an organization (positive or negative!), through 
their assessment of the environment, strategic decision making and support for innova-
tion. The results of different studies vary, but the reviews of research on leadership and 
performance suggest leadership directly infl uences around 15% of the differences found 
in performance of businesses, and contributes around an additional 35% through the 
choice of business strategy.7 So directly and indirectly leadership can account for half of 
the variance in performance observed across organizations. At higher levels of manage-
ment the problems to be solved are more likely to be ill defi ned, demanding that leaders 
conceptualize more.

Researchers have identifi ed a long list of characteristics that may have something to do 
with being effective in certain situations, which typically include generic traits such as seeking 
responsibility, social competence and good communication. Although these lists may describe 
some characteristics of some leaders in certain situations, measures of these traits yield highly 
inconsistent relationships with being a good leader.8 In short, there is no brief and universal 
list of enduring traits all good leaders must possess under all conditions.

Studies in different contexts identify not only the technical expertise of leadership infl u-
encing group performance but also broader cognitive ability, such as creative problem-solving 
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268 Part III  Finding the Resources

and information-processing skills. For example, studies of groups facing novel, ill-defi ned 
problems confi rm that both expertise and cognitive-processing skills are key components 
of creative leadership and are associated with effective performance of creative groups.9 
Moreover, this combination of expertise and cognitive capacity is critical for the evaluation 
of others’ ideas. A study of scientists found that they most valued their leader’s inputs at 
the early stages of a new project, when they were formulating their ideas, and defi ning the 
problems, and later at the stage where they needed feedback and insights to the implica-
tions of their work. Therefore, a key role of creative leadership in such environments is to 
provide feedback and evaluation, rather than to simply generate ideas.10 This evaluative role 
is critical, but is typically seen as not being conducive to creativity and innovation, where 
the conventional advice is to suspend judgement to foster idea generation. Also, it suggests 
that the conventional linear view – that evaluation follows idea generation – may be wrong. 
Evaluation by creative leadership may precede idea generation and conceptual combination.

The quality and nature of the leader–member exchange (LMX) has also been found to 
infl uence the creativity of subordinates.11 A study of 238 knowledge workers from 26 project 
teams in high-technology fi rms identifi ed a number of positive aspects of LMX, including 

NEW
VENTURE
START-UP

PERSONALITY:
• high achiever
• high control
• independence

BACKGROUND:
• parent
  self-employed
• religious values
• highly educated

HOME CONTEXT:
• single or divorced
• supportive spouse
• few family
  commitments

WORK
ENVIRONMENT:
• relevant
  experience
• frustration
• redundancy

TECHNOLOGY
& MARKETS:
• uncertainty
• capital
  requirements
• product lead
  time

INSTITUTIONAL
SUPPORT:
• incubator
  organization
• venture capital
• government
  support

FIGURE 9.1 Factors infl uencing the creation of a new venture

Source: From Tidd, J. and J. Bessant (2013) Managing Innovation: Integrating Technological, Market and 

Organizational Change, Chichester: John Wiley & Sons Ltd.
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monitoring, clarifying and consulting, but also found that the frequency of negative LMX 
was as high as the positive, around a third of respondents reporting these.12 Therefore, LMX 
can either enhance or undermine subordinates’ sense of competence and self-determination. 
However, analysis of exchanges perceived to be negative and positive revealed that it was 
typically how something was done rather than what was done, which suggests that task and 
relationship behaviours in leadership support and LMX are intimately intertwined, and that 
negative behaviours can have a disproportionate negative infl uence.

Intellectual stimulation by leaders has a stronger effect on organizational performance 
under conditions of perceived uncertainty. Intellectual stimulation includes behaviours that 
increase others’ awareness of and interest in problems, and develops their propensity and 
ability to tackle problems in new ways. It is also associated with commitment to an organi-
zation.13 Stratifi ed system theory (SST) focuses on the cognitive aspects of leadership, and 
argues that conceptual capacity is associated with superior performance in strategic decision 
making where there is a need to integrate complex information and think abstractly in order 
to assess the environment. It also is likely to demand a combination of these problem-solving 
capabilities and social skills, as leaders will depend upon others to identify and implement 
solutions.14 This suggests that under conditions of environmental uncertainty the contribu-
tion of leadership is not simply, or even primarily, to inspire or build confi dence but rather to 
solve problems and make appropriate strategic decisions.

Rafferty and Griffi n propose other sub-dimensions to the concept of transformational 
leadership that may have a greater infl uence on creativity and innovation, including articulat-
ing a vision and inspirational communication.15 They defi ne a vision as ‘the expression of an 
idealized picture of the future based around organizational values’, and inspirational com-
munication as ‘the expression of positive and encouraging messages about the organization, 
and statements that build motivation and confi dence’. They found that the expression of a 
vision has a negative effect on followers’ confi dence, unless accompanied with inspirational 
communication. Mission awareness increases the probability of success of R&D projects, 
but the effects are stronger at the earlier stages: in the planning and conceptual stage mission 
awareness explained two-thirds of the subsequent project success.16 Leadership clarity is 
associated with clear team objectives, high levels of participation, commitment to excellence 
and support for innovation.17

The creative leader needs to do much more to encourage creative followers than sim-
ply provide passive support. Perceptual measures of leaders’ performance suggest that in 
a research environment the perception of a leader’s technical skill is the single best predic-
tor of research group performance, explaining around half of innovation performance.18 
Keller found that the type of project moderates the relationships between leadership style 
and project success, and found that transformational leadership was a stronger predictor in 
research projects than in development projects.19 This strongly suggests that certain qualities 
of transformational leadership may be most appropriate under conditions of high complexity, 
uncertainty or novelty, whereas a transactional style has a positive effect in an administrative 
context, but a negative effect in a research context.20

A review of 27 empirical studies of the relationship between leadership and innovation 
investigated when and how leadership infl uences innovation and identifi ed six factors leaders 
should focus on:21
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•  Upper management should establish an innovation 
policy that is promoted throughout the organization. 
It is necessary that the organization through its leaders 
communicates to employees that innovative behaviour 
will be rewarded.

•  When forming teams, some heterogeneity is necessary 
to promote innovation. However, if the team is too het-
erogeneous, tensions may arise when heterogeneity is 
too low, more directive leadership is required to pro-
mote team refl ection, e.g. by encouraging discussion and 
disagreement.

•  Leaders should promote a team climate of emotional 
safety, respect and joy through emotional support and 
shared decision making.

•  Individuals and teams have autonomy and space for idea generation and creative problem 
solving.

•  Time limits for idea creation and problem solutions should be set, particularly in the imple-
mentation phases.

• Finally, team leaders who have the expertise should engage closely in the evaluation of 
innovative activities.

Traditionally, people have been assessed and selected for different tasks on the basis of 
such characteristics, for example using psychometric questionnaires or tests. As we saw ear-
lier, the KAI scale assesses different dimensions of creativity, including originality, attention to 
detail and reliance on rules. By a series of questions it seeks to identify an individual’s attitudes 
towards originality, attention to detail and following rules. It seeks to differentiate ‘adaptive’ 
from ‘innovative’ styles.

It is important to recognize that creativity is an attrib-
ute that we all possess, but the preferred style of expressing 
it varies widely. Recognizing the need for different kinds of 
individual creative styles is an important aspect of developing 
successful innovations and new ventures. Expertise, compe-
tence and knowledge base also contribute to creative efforts.

Case Study of Nokia Solutions 

and Networks (NSN) illustrating 

some of these themes is available 

on the Innovation Portal at 

www.innovation-portal.info

Video Clip of Fabian Schlage (NSN) 

illustrating some of these themes is 

available on the Innovation Portal at 

www.innovation-portal.info

Audio Clip of David Hall discussing 

the characteristics of entrepreneurs is 

available on the Innovation Portal at 

www.innovation-portal.info

Opportunity and Planning at Innocent

Innocent develops and sells fruit smoothies, healthy, premium pulped-fruit drinks, with no additives. 
The company was created in 1999 by three university friends: Adam Balon, Richard Reed and Jon 
Wright. The company was founded with the help of £200 000 of venture capital, but Balon, Reed 

ENTREPRENEURSHIP IN ACTION 9.2
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Entrepreneurial Teams

It takes fi ve years to develop a new car in this country. Heck, we won World War 2 in four 
years…

Ross Perot’s comment on the state of the US car industry in the late 1980s captured some of 
the frustration with existing ways of designing and building cars. In the years that followed, sig-
nifi cant strides were made in reducing the development cycle, with Ford and Chrysler succeed-
ing in dramatically reducing time and improving quality. Much of the advantage was gained 
through extensive team working; as Lew Varaldi, project manager of Ford’s Team Taurus pro-
ject, put it: ‘[I]t’s amazing the dedication and commitment you get from people … we will never 
go back to the old ways because we know so much about what they can bring to the party.’22

Experiments indicate that teams have more to offer than individuals in terms of both 
fl uency of idea generation and fl exibility of solutions developed. Focusing this potential on 
innovation tasks is the prime driver for the trend towards high levels of team working – in 
project teams, in cross-functional and inter-organizational problem-solving groups and in 
cells and work groups where the focus is on incremental, adaptive innovation.

Many use the terms group and team interchangeably. In general, the word ‘group’ refers 
to an assemblage of people who may just be near to each other. Groups can be a number of 
people who are regarded as some sort of unity or are classed together on account of any sort 
of similarity. For us, ‘team’ means a combination of individuals who come together or who 
have been brought together for a common purpose or goal in their organization. A team is a 
group that must collaborate in their professional work in some enterprise or on some assign-
ment and share accountability or responsibility for obtaining results. There are a variety of 
ways to differentiate working groups from teams. One senior executive with whom we have 

and Wright still own 70% of the company. In 2006, Innocent had sales of around £70 million, 
representing a market share of 60%, and the company was valued at £175 million. It then recruited 
more experienced managers from larger fi rms, employing 100 staff in West London. It also has 
bases in France and Denmark, and opened offi ces in Germany and Austria in 2007. All production 
and packaging is outsourced, and the company focuses on development and marketing.

The company has cultivated a funky liberal image, in contrast to the large multinational fi rms 
that dominate the drinks market. It gives 10% of company profi ts to charities, such as the Rainforest 
Alliance, and has developed a healthy dialogue with its customers through a weekly email newsletter. 
In 2005, Reed won the title ‘Most Admired Businessman’ from the UK National Union of Students 
(NUS). However, beneath the hippy image there is a well-educated and experienced management 
team. After university, Reed gained experience in the advertising industry and Balon and Wright 
both worked for large management consultants, respectively McKinsey and Bain. The likely exit 
or harvest for the business will be a trade sale, similar to other so-called ethical brands such as Ben 
& Jerry’s, which was bought by Unilever, and Green & Black’s, which was acquired by Cadbury. 
In preparation, in April 2009 the owners sold 18% of the company to Coca-Cola for £30 million.
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worked described groups as individuals with nothing in common except a zip/postal code. 
Teams, however, were characterized by a common vision.

Considerable work has been done on the characteristics of high-performance project 
teams for innovative tasks, and the main fi ndings are that such teams rarely happen by acci-
dent.23 They result from a combination of selection and investment in team building, allied 
to clear guidance on their roles and tasks, and a concentration on managing group process 
as well as task aspects.24 For example, research within the Ashridge Management College 
developed a model for ‘superteams’ which included components of building and managing 
the internal team and its interfaces with the rest of the organization.25

Holti, Neumann and Standing provide a useful summary of the key factors involved 
in developing team working.26 Although there is considerable current emphasis on team 
working, we should remember that teams are not always the answer. In particular, there are 
dangers in putting nominal teams together where unresolved confl icts, personality clashes, 
lack of effective group processes and other factors can diminish their effectiveness. Tranfi eld 
et al. look at the issue of team working in a number of different contexts and highlight the 
importance of selecting and building the appropriate team for the task and the context.27

Teams are increasingly being seen as a mechanism for bridging boundaries within the 
organization – and, indeed, in dealing with inter-organizational issues. Cross-functional teams 
can bring together the different knowledge sets needed for tasks like product development 
or process improvement, but they also represent a forum in which often deep-rooted differ-
ences in perspectives can be resolved.28 Successful organizations were those which invested 
in multiple methods for integrating across groups – and the cross-functional team was one of 
the most valuable resources.

Self-managed teams working within a defi ned area of autonomy can be very effective, for 
example Honeywell’s defence avionics factory reports a dramatic improvement in on-time 
delivery – from below 40% in the 1980s to 99% in 1996 – to the implementation of self-
managing teams.29 In the Netherlands, one of the most successful bus companies is Vancom 
Zuid-Limburg. It has used self-managing teams to both reduce costs and improve customer 
satisfaction ratings, and one manager now supervises over 40 drivers, compared to the indus-
try average ratio of 1:8. Drivers are also encouraged to participate in problem fi nding and 
solving in areas like maintenance, customer service and planning.30

Key elements in effective high-performance team working include:

• clearly defi ned tasks and objectives
• effective team leadership
• a good balance of team roles matched to individual behavioural style
• effective confl ict resolution mechanisms within the group
• continuing liaison with the external organization.

Teams typically go through four stages of develop-
ment, popularly known as ‘forming, storming, norming 
and performing’.31 That is, they are put together and 
then go through a phase of resolving internal differences 
and confl icts around leadership, objectives, etc. Emerging 

Tool to help you explore teambuilding 

is available on the Innovation Portal at 

www.innovation-portal.info

www.innovation-portal.infoTidd, Joe. Innovation and Entrepreneurship, Wiley Textbooks, 2015. ProQuest Ebook Central, http://ebookcentral.proquest.com/lib/momp/detail.action?docID=4946361.
Created from momp on 2018-12-27 02:20:20.

C
op

yr
ig

ht
 ©

 2
01

5.
 W

ile
y 

Te
xt

bo
ok

s.
 A

ll 
rig

ht
s 

re
se

rv
ed

.

http://www.innovation-portal.info
http://www.innovation-portal.info


 Chapter 9  Leadership and Teams 273  

from this process is a commitment to shared values and norms governing the way the team 
will work, and it is only after this stage that teams can move on to the effective performance of 
their task. Common approaches to team building can support innovation, but are not suffi cient.

Central to team performance is the make-up of the team itself, with good matching 
between the role requirements of the group and the behavioural preferences of the individu-
als involved. Belbin’s work has been infl uential here in providing an approach to team role 
matching. He classifi es people into a number of preferred role types, for example ‘the plant’ 
(someone who is a source of new ideas), ‘the resource investigator’, ‘the shaper’ and the ‘com-
pleter/fi nisher’. Research has shown that the most effective teams are those with diversity in 
background, ability and behavioural style. In one noted experiment highly talented but simi-
lar people in ‘Apollo’ teams consistently performed less well than mixed, average groups.32

With increased emphasis on cross-boundary and dispersed team activity, a series of new 
challenges are emerging. In the extreme case a product development team might begin work 
in London, pass on to their US counterparts later in the day, who in turn pass on to their Far 
Eastern colleagues – effectively allowing a 24-hour non-stop development activity. This makes 
for higher productivity potential, but only if the issues around managing dispersed and virtual 
teams can be resolved. Similarly, the concept of sharing knowledge across boundaries depends 
on enabling structures and mechanisms.33

Many people who have attempted to use groups for problem solving fi nd out that it is not 
always easy, pleasurable or effective. Table 9.2 summarizes some of the positive and negative 
aspects of using groups for innovation.

TABLE 9.2 Potential assets and liabilities of using a group

Potential assets of using a group Potential liabilities of using a group

1. Greater availability of knowledge and 

information

1. Social pressure towards uniform thought 

limits contributions and increases conformity

2. More opportunities for cross-fertilization, 

increasing the likelihood of building and 

improving upon ideas of others

2. Groupthink: groups converge on options that 

have greatest agreement regardless of quality

3. Wider range of experiences and per-

spectives upon which to draw

3. Dominant individuals infl uence and exhibit an 

unequal amount of impact upon outcomes

4. Participation and involvement in prob-

lem solving increases understanding, 

acceptance, commitment and owner-

ship of outcomes

4. Individuals are less accountable in groups, 

allowing groups to make riskier decisions

5. More opportunities for group 

development, increasing cohesion, 

communication and companionship

5. Confl icting individual biases may cause 

unproductive levels of competition, leading to 

‘winners’ and ‘losers’

Source: Isaksen S. and J. Tidd (2006) Meeting the Innovation Challenge, Chichester: John Wiley & 

Sons Ltd.
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274 Part III  Finding the Resources

A survey of 1207 fi rms aimed to identify how dif-
ferent organizational practices contributed to inno-
vation performance.34 It examined the infl uences of 
twelve common practices – including cross-functional 
teams, team incentives, quality circles and ISO 9000 
quality standards – on successful new product devel-
opment. The study found signifi cant differences in 
the effects of different practices, depending upon the 
novelty of the development project. For instance, both 
quality circles and ISO 9000 were associated with the 
successful development of incremental new products, 
but both practices had a signifi cant negative infl uence 
on the success of radical new products. However, the 

use of teams and team incentives were found to have a positive effect on both incremental 
and radical new product development. This suggests that great care needs to be taken when 
applying so-called universal best practices, as their effects often depend on the nature of 
the project.

Our own work on high-performance teams, consistent with previous research, suggests 
a number of characteristics that promote effective teamwork:35

• A clear, common and elevating goal. Having a clear and elevating goal means having under-
standing, mutual agreement and identifi cation with respect to the primary task a group 
faces. Active teamwork towards common goals happens when members of a group share 
a common vision of the desired future state. Creative teams have clear and common goals. 
The goals were clear and compelling, but also open and challenging. Less creative teams 
have confl icting agendas, different missions and no agreement on the result. The tasks 
for the least creative teams were tightly constrained and considered routine and overly 
structured.

• Results-driven structure. Individuals within high-performing teams feel productive when 
their efforts take place with a minimum of grief. Open communication, clear coordination 
of tasks, clear roles and accountabilities, monitoring performance, providing feedback, 
fact-based judgement, effi ciency and strong impartial management combine to create a 
results-driven structure.

• Competent team members. Competent teams are composed of capable and conscientious 
members. Members must possess essential skills and abilities, a strong desire to contribute, 
be capable of collaborating effectively and have a sense of responsible idealism. They must 
have knowledge in the domain surrounding the task (or some other domain which may 
be relevant) as well as with the process of working together. Creative teams recognize the 
diverse strengths and talents and use them accordingly.

• Unifi ed commitment. Having a shared commitment relates to the way the individual mem-
bers of the group respond. Effective teams have an organizational unity: members dis-
play mutual support, dedication and faithfulness to the shared purpose and vision, and 

Case Study exploring some of 

these issues, Cerulean, is available 

on the Innovation Portal at 

www.innovation-portal.info

Video Clip of Patrick McLaughlin, 

Cerulean’s MD, exploring 

some of these issues is available 

on the Innovation Portal at 

www.innovation-portal.info
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a productive degree of self-sacrifi ce to reach organizational goals. Team members enjoy 
contributing and celebrating their accomplishments.

• Collaborative climate. Productive teamwork does not just happen. It requires a climate that 
supports cooperation and collaboration. This kind of situation is characterized by mutual 
trust, in which everyone feels comfortable discussing ideas, offering suggestions and being 
willing to consider multiple approaches.

• Standards of excellence. Effective teams establish clear standards of excellence. They 
embrace individual commitment, motivation, self-esteem, individual performance and con-
stant improvement. Members of teams develop a clear and explicit understanding of the 
norms upon which they will rely.

• External support and recognition. Team members need resources, rewards, recognition, 
popularity and social success. Being liked and admired as individuals and respected for 
belonging and contributing to a team is often helpful in maintaining the high level of 
personal energy required for sustained performance. With the increasing use of cross-func-
tional and inter-departmental teams within larger complex organizations, teams must be 
able to obtain approval and encouragement.

• Principled leadership. Leadership is important for teamwork. Whether it is a formally 
appointed leader or leadership of the emergent kind, the people who exert infl uence and 
encourage the accomplishment of important things usually follow some basic principles. 
Leaders provide clear guidance, support and encouragement, and keep everyone working 
together and moving forward. Leaders also work to obtain support and resources from 
within and outside the group.

• Appropriate use of the team. Teamwork is encouraged when the tasks and situations really 
call for that kind of activity. Sometimes the team itself must set clear boundaries on when 
and why it should be deployed. One of the easiest ways to destroy a productive team is to 
overuse it or use it when it is not appropriate to do so.

• Participation in decision making. One of the best ways to encourage teamwork is to engage 
the members of the team in the process of identifying the challenges and opportunities for 
improvement, generating ideas and transforming ideas into action. Participation in the 
process of problem solving and decision making actually builds teamwork and improves 
the likelihood of acceptance and implementation.

• Team spirit. Effective teams know how to have a good time, release tension and relax 
their need for control. The focus at times is on developing friendship, engaging in tasks 
for mutual pleasure and recreation. This internal team climate extends beyond the need 
for a collaborative climate. Creative teams have the ability to work together without 
major confl icts in personalities. There is a high degree of respect for the contributions 
of others. Less creative teams are characterized by animosity, jealousy and political 
posturing.

• Embracing appropriate change. Teams often face the challenges of organizing and defi ning 
tasks. In order for teams to remain productive, they must learn how to make necessary 
changes to procedures. When there is a fundamental change in how the team must operate, 
different values and preferences may need to be accommodated.
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Entrepreneur Interaction for Innovative New Ventures

Innovation management focuses too much on processes and tools, whereas entrepreneurship is 
preoccupied with individual personal traits. However, many of the most successful innovations 
and new ventures were co-created, by multiple entrepreneurs, and it is this interaction of talent 
that is at the core of radical innovation, what we call conjoint innovation. We examined fi fteen 
cases, historical and contemporary, to identify what conjoint innovation is and how it works. 
We found that a signifi cant number of the most successful were co-created, by multiple entrepre-
neurs, and it is this interaction of talent that is at the core of conjoint innovation.

Examples of conjoint innovation include:

• Apple* Steve Jobs and Steve Wozniak
• Google* Larry Page and Sergey Brin
• Facebook* Mark Zuckerberg and Eduardo Saverin
• Microsoft* Bill Gates and Paul Allen
• Netfl ix* Marc Randolph and Reed Hastings
• Intel* Robert Noyce and Gordon Moore
• Marks & Spencer* Michael Marks and Thomas Spencer
• ARM Holdings Mike Muller and Tudor Brown
• Skype Niklas Zennström and Janus Friis
• Sony Masaru Ibuka and Akio Morita
• Rolls-Royce Henry Royce and Charles Rolls
• DNA James Watson and Francis Crick
• Electrifi cation George Westinghouse and Nikola Tesla
• Steel process Henry Bessemer and Robert Mushet
• Steam power James Watt and Matthew Boulton

*Ranked ‘world’s most innovative’ fi rms, http://www.fastcompany.com/most-innovative-companies/2011/

These examples demonstrate that many radical new ventures are not simply the result of a 
technical genius or heroic entrepreneur. Instead, all these cases feature a combination of talents 
and capabilities which interacted to create a radical new venture. Thus it is necessary, but not 
suffi cient, for conjoint innovation that a venture is created by two or more entrepreneurs. We can 
identify three mechanisms which commonly contribute to the interaction between entrepreneurs 
and creation of radical new ventures:

• complementary capabilities
• creative confl ict
• adjacent networks.

Sources: Tidd, J. (2014) Conjoint innovation: Building a bridge between innovation and entrepre-
neurship, International Journal of Innovation Management, 18(1), 1–20; Tidd, J. (2012) It takes two 
to tango: How multiple entrepreneurs interact to innovate, European Business Review, 24(4), 58–61.

ENTREPRENEURSHIP IN ACTION 9.3
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There are also many challenges to the effective management of teams. We have all seen 
teams that have ‘gone wrong’. As a team develops, there are certain aspects or guidelines that 
may be helpful to keep them on track. Hackman identifi es a number of themes relevant to 
those who design, lead and facilitate teams.36 In examining a variety of organizational work 
groups, he found some seemingly small factors that if overlooked in the management of teams 
will have large implications that tend to destroy the capability of a team to function. These 
small and often hidden ‘tripwires’ to major problems include:

• Group versus team. One of the mistakes often made when managing teams is to call 
the group a team and to treat it as nothing more than a loose collection of individu-
als. This is similar to making it a team ‘because I said so’. It is important to be very 
clear about the underlying goal and reward structure. People are often asked to per-
form tasks as a team, but then have all evaluation of performance based on an indi-
vidual level. This situation sends confl icting messages, and may negatively affect team 
performance.

• Ends versus means. Managing the source of authority for groups is a delicate balance. Just 
how much authority can you assign to the team to work out its own issues and challenges? 
Those who convene teams often ‘over manage’ them by specifying the results as well as 
how the team should obtain them. The end, direction or outer limit constraints ought to 
be specifi ed, but the means to get there ought to be within the authority and responsibility 
of the group.

• Structured freedom. It is a major mistake to assemble a group of people and merely tell 
them in general and unclear terms what needs to be accomplished and then let them work 
out their own details. At times, the belief is that if teams are to be creative, they ought not 
be given any structure. It turns out that most groups would fi nd a little structure quite 
enabling, if it were the right kind. Teams generally need a well-defi ned task. They need to 
be composed of an appropriately small number to be manageable but large enough to be 
diverse. They need clear limits as to the team’s authority and responsibility, and they need 
suffi cient freedom to take initiative and make good use of their diversity. It’s about strik-
ing the right kind of balance between structure, authority and boundaries – and freedom, 
autonomy and initiative.

• Support structures and systems. Often, challenging team objectives are set but the organi-
zation fails to provide adequate support in order to make the objectives a reality. In general, 
high-performing teams need a reward system that recognizes and reinforces excellent team 
performance. They also need access to good quality and adequate information, as well as 
training in team-relevant tools and skills. Good team performance is also dependent on 
having an adequate level of material and fi nancial resources to get the job done. Calling 
a group a team does not mean they will automatically obtain all the support needed to 
accomplish the task.

• Assumed competence. Technical skills and domain-relevant expertise, experience and abili-
ties often explain why someone has been included within a group, but these are rarely the 
only competencies individuals need for effective team performance. Members will undoubt-
edly require explicit coaching on skills needed to work well in a team.

www.innovation-portal.infoTidd, Joe. Innovation and Entrepreneurship, Wiley Textbooks, 2015. ProQuest Ebook Central, http://ebookcentral.proquest.com/lib/momp/detail.action?docID=4946361.
Created from momp on 2018-12-27 02:20:20.

C
op

yr
ig

ht
 ©

 2
01

5.
 W

ile
y 

Te
xt

bo
ok

s.
 A

ll 
rig

ht
s 

re
se

rv
ed

.

http://www.innovation-portal.info


278 Part III  Finding the Resources

Context and Climate

Climate is defi ned as the recurring patterns of behaviour, attitudes and feelings that charac-
terize life in the organization. These are the objectively shared perceptions that characterize 
life within a defi ned work unit or in the larger organization. Climate is distinct from culture 
in that it is more observable at a surface level within the organization and more amenable 

Organizational Climate for Innovation at Google

Google appears to have learnt a few lessons from other innovative organizations, such as 3M. 
Technical employees are expected to spend 20% of their time on projects other than their core 
job, and similarly managers are required to spend 20% of their time on projects outside the core 
business, and 10% to completely new products and businesses. This effort devoted to new, non-
core business is not evenly allocated weekly or monthly, but when possible or necessary. These 
are contractual obligations, reinforced by performance reviews and peer pressure, and integral to 
the 25 different measures of and targets for employees. Ideas progress through a formal qualifi -
cation process, which includes prototyping, pilots and tests with actual users. The assessment of 
new ideas and projects is highly data-driven and aggressively empirical, refl ecting the IT basis of 
the fi rm, and is based on rigorous experimentation within 300 employee user panels, segments 
of Google’s 132 million users and trusted third parties. The approach is essentially evolutionary 
in the sense that many ideas are encouraged, most fail but some are successful, depending on 
the market response. The generation and market testing of many alternatives, and tolerance of 
(rapid) failure, are central to the process. In this way the company claims to generate around 100 
new products each year, including hits such as Gmail, AdSense and Google News.

However, we need to be careful to untangle cause and effect, and determine how much of 
this is transferable to other companies and contexts. Google’s success to date is predicated on 
dominating the global demand for search engine services through an unprecedented investment 
in technology infrastructure – estimated at over a million computers. Its business model is based 
upon ‘ubiquity fi rst, revenues later’, and is still reliant on search-based advertising. The revenues 
generated in this way have allowed it to hire the best, and to provide the space and motivation 
to innovate. Despite this, it is estimated to have only 120 or so product offerings, and the most 
recent blockbusters have all been acquisitions: YouTube for video content, DoubleClick for Web 
advertising and Keyhole for mapping (now Google Earth). In this respect, it looks more like 
Microsoft than 3M.

Source: Iyer B. and T.H. Davenport (2008) Reverse engineering Google’s innovation machine, 
Harvard Business Review, April, 58–68.

INNOVATION IN ACTION 9.1
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 Chapter 9  Leadership and Teams 279  

to change and improvement efforts. Culture refers to the deeper and more enduring values, 
norms and beliefs within the organization. Climate and culture are different: traditionally, 
studies of organizational culture are more qualitative, whereas research on organizational 
climate is more quantitative, but a multidimensional approach helps to integrate the benefi ts 
of each perspective. What is needed is a common-sense set of levers for change that leaders 
can exert direct and deliberate infl uence over.

Table 9.3 summarizes some research of how climate infl uences innovation. Many dimen-
sions of climate have been shown to infl uence innovation and entrepreneurship, but here we 
discuss six of the most critical factors.

Trust and Openness

The trust and openness dimension refers to the emotional safety in relationships. These rela-
tionships are considered safe when people are seen as both competent and sharing a common 
set of values. When there is a strong level of trust, everyone in the organization dares to put 
forward ideas and opinions. Initiatives can be taken without fear of reprisals and ridicule in 
case of failure. The communication is open and straightforward. Where trust is missing, count 
on high expenses for mistakes that may result. People also are afraid of being exploited and 
robbed of their good ideas.

When trust and openness are too low, you may see people hoarding resources (informa-
tion, software, materials, etc.). However, trust can bind and blind. If trust and openness are 
too high, relationships may be so strong that time and resources at work are often spent on 
personal issues. It may also lead to a lack of questioning each other that, in turn, may lead to 
mistakes or less productive outcomes. Cliques may form where there are isolated pockets of 
high trust. In this case it may help to develop forums for interdepartmental and intergroup 
exchange of information and ideas.

TABLE 9.3 Climate factors infl uencing innovation

Climate factor
Most Innovative 

(score)
Least Innovative 

(score) Difference

Trust and openness 253 88 165

Challenge and involvement 260 100 160

Support and space for innovation 218 70 148

Confl ict and debate 231 83 148

Risk taking 210 65 145

Freedom 202 110 92

Source: Derived for Isaksen S. and J. Tidd (2006) Meeting the Innovation Challenge, Chichester: 

John Wiley & Sons Ltd.
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Challenge and Involvement

Challenge and involvement is the degree to which people are involved in daily operations, 
long-term goals and visions. High levels of challenge and involvement mean that people are 
intrinsically motivated and committed to making contributions to the success of the organi-
zation. The climate has a dynamic, electric and inspiring quality. However, if the challenge 
and involvement are too high you may observe that people are showing signs of burn out, 
they are unable to meet project goals and objectives or they spend too many long hours at 
work. If challenge and involvement are too low, you may see that people are apathetic about 

their work, are not generally interested in professional 
development or are frustrated about the future of the 
organization. One of the ways to improve the situa-
tion may be to get people involved in interpreting the 
vision, mission, purpose and goals of the organization 
for themselves and their work teams.

Support and Space for Innovation

Idea time is the amount of time people can (and do) use for exploring innovation. In the high 
idea–time situation, possibilities exist to discuss and test impulses and fresh suggestions that 

are not planned or included in the task assignment and 
people tend to use these possibilities. When idea time 
is low, every minute is booked and specifi ed. If there 
is insuffi cient time and space for generating new ideas, 
you may observe that people are only concerned with 
their current projects and tasks. Conversely, if there is 
too much time and space for new ideas you may observe 
people showing signs of boredom and decisions being 
made through a slow, bureaucratic process.

Confl ict and Debate

Confl ict in an organization refers to the presence of per-
sonal, interpersonal or emotional tensions. Although 
confl ict is a negative dimension, all organizations have 
some level of personal tension. Confl icts can occur over 
tasks, processes or relationships. Task confl icts focus on 
disagreements about the goals and content of work, the 
‘What?’ needs to be done and ‘Why?’ Process confl icts 
are around ‘How?’ to achieve a task, means and methods. 

Relationship or affective confl icts are more emotional, and are characterized by hostility and 
anger. In general, some task and process confl ict is constructive, helping to avoid groupthink, 
and to consider more diverse opinions and alternative strategies. However, task and process 
confl ict only have a positive effect on performance in a climate of openness and collaborative 
communication; otherwise, it can degenerate into relationship confl ict or avoidance.

Video Clip of interview with 

Emma Taylor of Denso Systems 

highlighting some of these issues 

is available on the Innovation Portal 

at www.innovation-portal.info

Case Studies of Kumba Resources 

and Hosiden illustrating the building 

and sustaining of a climate to support 

high involvement innovation are 

available on the Innovation Portal at 

www.innovation-portal.info

Video Clip of Veeder-Root illustrating 

some of these themes is available 

on the Innovation Portal at 

www.innovation-portal.info

Tool to help you explore and refl ect on 

this issue, high involvement innovation 

audit, is available on the Innovation 

Portal at www.innovation-portal.info
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Relationship confl ict generally saps energy and is destructive, as emotional disagreements 
create anxiety and hostility. If the level of confl ict is too high, groups and individuals dis-
like or hate each other and the climate can be characterized as warfare. Plots and traps are 
common in the life of the organization. There is gossip and backbiting going on. You may 
observe gossiping at water coolers (including character assassination), information hoarding, 
open aggression or people lying or exaggerating about their real needs. In these cases, you 
may need to take initiative to engender cooperation among key individuals or departments.

So the goal is not necessarily to minimize confl ict and maximize consensus but to main-
tain a level of constructive debate consistent with the need for diversity and a range of differ-
ent preferences and styles of creative problem solving. Group members with similar creative 
preferences and problem-solving styles are likely to be more harmonious but much less effec-
tive than those with mixed preferences and styles. So if the level of confl ict is constructive, 
people behave in a more mature manner. They have psychological insight and exercise more 
control over their impulses and emotions.

Increasing Challenge and Involvement in an Electrical 
Engineering Division

The organization was a division of a large, global electrical power and product supply company 
headquartered in France. The division was located in the south-east of the USA and had 92 
employees. Its focus was to help clients automate their processes particularly within the auto-
motive, pharmaceutical, microelectronics, and food and beverage industries. For example, this 
division would make the robots that put cars together in the automotive industry or provide 
public fi ltration systems.

When this division was merged with the parent company, it was losing about $8 million a 
year. A new general manager was brought in to turn the division around and make it profi table 
quickly.

An assessment of the organization’s climate identifi ed that it was strongest on the debate 
dimension but was very close to the stagnated norms when it came to challenge and involvement, 
playfulness and humour, and confl ict. The quantitative and qualitative assessment results were 
consistent with management’s own impressions that the division could be characterized as con-
fl ict driven and uncommitted to producing results, and that people were generally despondent. 
The leadership decided, after some debate, that they should target challenge and involvement, 
which was consistent with their strategic emphasis on a global initiative on employee commit-
ment. It was clear to them that they also needed to soften the climate and drive a warmer, more 
embracing, communicative and exuberant climate.

The management team re-established training and development and encouraged employ-
ees to engage in both personal and business-related skills development. They also provided 

INNOVATION IN ACTION 9.2

(continued)
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Risk Taking

Tolerance of uncertainty and ambiguity constitutes risk taking. In a high-risk-taking climate, 
bold new initiatives can be taken even when the outcomes are unknown. People feel that they 
can take a gamble on some of their ideas. People will often go out on a limb and be fi rst to 
put an idea forward. In a risk-avoiding climate, there is a cautious, hesitant mentality. People 
try to be on the safe side. They set up committees and cover themselves in many ways before 
making a decision. If risk taking is too low, employees offer few new ideas or few ideas that 
are well outside of what is considered safe or ordinary. In risk-avoiding organizations people 
complain about boring, low-energy jobs and are frustrated by a long, tedious process used 
to get ideas to action.

Freedom

Freedom is described as the independence in behaviour exerted by the people in the orga-
nization. In a climate with much freedom, people are given autonomy to defi ne much of 
their own work. They are able to exercise discretion in their day-to-day activities. They take 
the initiative to acquire and share information and make plans and decisions about their 
work. If there is not enough freedom, people demonstrate very little initiative for suggesting 

new and better ways of doing things. They may spend a 
great deal of time and energy obtaining permission and 
gaining support or perform all their work by the book. 
If there is too much freedom, people may pursue their 
own independent directions and have an unbalanced 
concern weighted towards them rather than the work 
group or organization.

mandatory safety training for all employees. They committed to increase communication by 
holding monthly all-employee meetings, sharing quarterly reviews on performance and using 
cross-functional strategy review sessions. They implemented mandatory ‘skip level’ meetings to 
allow more direct interaction between senior managers and all levels of employees. The general 
manager held 15-minute meetings with all employees at least once a year. Employee sugges-
tions and recommendations were encouraged and managers were told to give feedback on these 
quickly. A new monthly recognition and rewards programme was launched across the division 
for both managers and employees that was based on peer nomination. The management team 
formed employee review teams to challenge and craft the statements in the hopes of encouraging 
more ownership and involvement in the overall strategic direction of the business.

In 18 months, the division showed a $7 million turnaround, and in 2003 won a worldwide 
innovation award. The general manager was promoted to a national position.

Source: Isaksen, S. and J. Tidd (2006) Meeting the Innovation Challenge, Chichester: John Wiley 
& Sons Ltd.

Case Study of innovation within 

Philips Lighting highlighting 

some of these issues is available 

on the Innovation Portal at 

www.innovation-portal.info
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Chapter Summary

• Leadership and organization of innovation are much more than a set of processes, 
tools and techniques, and the successful practice of innovation demands the interac-
tion and integration of three different levels of management: individual, collective and 
climate.

• At the personal or individual level, the key is to match the leadership styles with the 
task requirement and type of teams. General leadership requirements for innovative 
projects include expertise and experience relevant to the project, articulating a vision 
and inspirational communication, intellectual stimulation and quality of leader–member 
exchange (LMX).

• At the collective or social level, there is no universal best practice, but successful teams 
require clear, common and elevating goals, unifi ed commitment, cross-functional exper-
tise, collaborative climate, external support and recognition, and participation in deci-
sion making.

• At the context or climate level, there is no ‘best innovation culture’, but innovation 
is promoted or hindered by a number of factors, including trust and openness, chal-
lenge and involvement, support and space for ideas, confl ict and debate, risk taking and 
freedom.

Key Terms Defi ned

Climate recurring patterns of behaviour, attitudes and feelings that characterize life in the 
organization. These are the objectively shared perceptions that characterize life within a 
defi ned work unit or in the larger organization. Climate is distinct from culture in that it 
is more observable at a surface level within the organization and more amenable to change 
and improvement efforts.

Conjoint innovation is the combination and interaction of two or more entrepreneurs with 
different capabilities to create a novel technology, product, service or venture.

Culture the deeper and more enduring values, norms and beliefs within the organization.

Group simply refers to an assemblage of people who are close to each other.

Kirton Adaption-Innovation (KAI) scale a psychometric approach for assessing the crea-
tivity of individuals. By a series of questions it seeks to identify an individual’s attitudes 
towards originality, attention to detail and following rules. It seeks to differentiate ‘adap-
tive’ from ‘innovative’ styles.

Team implies a combination of individuals who work together for a common purpose.
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284 Part III  Finding the Resources

Upper echelons theory asserts that a leader’s education, experiences, personality and values 
infl uence their framing and interpretation of the challenges they face and, in turn, their 
decisions.

Discussion Questions

1. What are the key similarities, differences and relationships between entrepreneurship 
and innovation?

2. Why is the creative style of an individual more important than any assessment of abso-
lute creativity?

3. What are the relevant infl uences of an individual’s characteristics and their environment 
on entrepreneurship?

4. What is the difference between culture and climate, and why is this distinction critical 
for innovation and entrepreneurship?

5. What factors contribute to the development of a creative climate – and what factors 
could block it?

Further Reading and Resources

The relationships between leadership, innovation and organizational renewal are addressed 
more fully in Meeting the Innovation Challenge: Leadership for Transformation and Growth, 
by Scott Isaksen and Joe Tidd (John Wiley & Sons Ltd, 2006).

Many books and articles look at specifi c aspects of organizational innovation, for example: 
the development of creative climates, Lynda Gratton, Hot Spots: Why Some Companies Buzz with 
Energy and Innovation, and Others Don’t (Prentice Hall, 2007); team working by T. DeMarco and 
T. Lister, Peopleware: Productive Projects and Teams (Dorset House, 1999); or R. Katz, The 
Human Side of Managing Technological Innovation (Oxford University Press, 2003) is an 
excellent collection of readings, and Andrew Van de Ven, Douglas Polley and Raghu Garud’s 
The Innovation Journey (Oxford University Press, 2008) provides a comprehensive review of 
a seminal study in the fi eld, and includes a discussion of individual, group and organizational 
issues. John Bessant’s High Involvement Innovation (John Wiley & Sons Ltd, 2003) looks in 
detail at employee involvement and how to enable participation in innovation.

Case studies of innovative organizations focus on many of the issues highlighted in this 
chapter, and good examples include Ernest Gundling’s The 3M Way to Innovation: Balancing 
People and Profi t (Kodansha International, 2000) and Corning and the Craft of Innovation 
by Margaret Graham and Alec Shuldiner (Oxford University Press, 2001).
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Deeper Dive explanations of innovation concepts and ideas are 

available on the Innovation Portal at www.innovation-portal.info

Quizzes to test yourself further are available online via the Innovation 

Portal at www.innovation-portal.info

Cases Media Tools Activities Deeper Dives

• NSN

• Cerulean

• Kumba 

Resources

• Hosiden

• Philips Lighting

• Fabian Schlage

• David Hall

• Patrick 

McLaughlin

• Emma Taylor

• Veeder-Root

• Teambuilding

• High involvement 

innovation audit

• Creativity 

questionnaire

• Creating inno-

vation energy

• Team roles

• Team diversity

Summary of online resources for Chapter 9 –
all material is available via the Innovation Portal at

www.innovation-portal.info
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