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ABSTRACT

Building on prior theory and research on organaral innovation, this paper aims to
examine the linkages between context and proces®réa We examined how two
contingency factors (i.e. type of organization &k of innovation) and determinants of an
organization’s culture interact and work togethé&him six innovative companies. We used a
multiple-case study approach through a combinabdndirect observations, document
transcripts, and in-depth interviews with key imf@nts. Three archetypes of innovators
emerged, depending on the sector in which compatiethe type of innovative activity, the
strategy, and the established culture and structitbe organization. Interestingly, as every
category consisted of a large company and an SMEfindings give little support to the

size-specific nature of innovation.

Keywords: innovation process; multiple-case stuatganizational culture; organization size;

sector; semistructured interviews



INTRODUCTION

Today’s organizations operate in complex and twhbiuenvironments and thus need
to anticipate and respond to changes to ensuredhmriival. At the same time, organizations
face the demands of increased efficiency, flexipiind growth (Isaksen & Lauer, 2002).
They will only survive if they are flexible enough manage the changing demands created
by markets, consumers, shareholders, legal reqaitesneconomy, suppliers, technology,
and social trends (Paton & McCalman, 2000). Theesfan organization’s ability to
continuously innovate is essential to its futurece&ss (Brennan & Dooley, 2005). However,
creativity and innovation will only flourish undehe ‘right’ organizational circumstances
(Martins & Terblanche, 2003). Hence, innovativenatiés of organizations have consistently
attracted the attention of organizational sciestigho seek to identify the factors that enhance
or impede innovation (Anderson, De Dreu, & Nijsta@p4).

The literature on innovation has mushroomed over [#st decades, resulting in a
rising number of conferences, courses, and puldicaton this topic (Manimala, Jose, &
Thomas, 2005; Salaman & Storey, 2002; West, 2088)innovation research progressed,
several general models have been proposed atdafitfégvels of analysis (Drazin, Glynn, &
Kazanjian, 1999). By and large, organizational isis¢és have made strides forward in
shifting the level of analysis from being purelytiaé macro-organizational level toward the
individual and work group level (Anderson et aDP2). For instance, each of the three major
theories of organizational creativity — the compuied theory of Amabile (1997), the
interactionist theory of Woodman, Sawyer, and @rif{1993), and the multiple social
domains theory of Ford (1996) — includes the warkimnment as an influence on employee
creativity. Perceptions of the work environment gemerally referred to as ‘organizational
culture’ (Patterson et al., 2005), which is a deiamg factor in most innovation models
(e.g., Damanpour, 1991; Martins & Terblanche, 20085t & Anderson, 1996).

Although innovation scholars unanimously confirm e thculture—innovation
relationship, there seems to be little agreemerhenype of organizational culture needed to
improve creativity and innovation (Martins & Terhtzhe, 2003). Damanpour (1991) was one
of the first to suggest that the reason for themsistency in the innovation literature pertains
to the lack of a clear specification of the contamtl/or types of innovation studied. Wolfe
(1994, p. 424) exposed the enduring lack of “cleapecifying the characteristics of the
innovation studied, the stages of the innovationcess considered, and the types of

organizations included in an investigation”. Weslirst, Richter, and Shipton (2004)



developed a model on team innovation, but admite ‘tvaw researchers’ attention to the
observation that we have relatively little undemsiag of the organizational context” (p.
292). In summary, few innovation scholars seemntdude contingency factors that affect
organizational innovation in their research, anulifigs are often generalized. Moreover,
most organizational studies that did focus on odntaly included one contingency variable,
such as industry (e.g., Chatman & Jehn, 1994),0s6€Lg., Malerba, 2005), size (e.g.
Damanpour, 1992), or structure (e.g., Hage & Ded@rg3).

As focusing on a single dimension of context fédlapture the combined effects of
different contingencies on organizational innovatiove aimed at a multidimensional
innovation study. We seek to answer the followimgearch question: how do various
innovative organizations configure themselves tal #ath organizational innovation? Hence,
the aim of this paper is to develop a deeper utaligng of how contextual conditions and
innovation processes interact and work togetherreMspecifically, we seek to study the
relationship between two contingency variablespetgf organization and type of innovation
— and dimensions of the organization’s culture imithix innovation-supportive firms. Our

research question is presented in figure one.

Insert Figure 1 about here

In the following sections, we first elaborate o theoretical framework, building on
contingency and organizational innovation theorye @éfine organizational innovation and
explain the context (i.e. type of organization amibvation) and the process dimensions (i.e.
elements affecting an organizational culture) of msearch study. Second, we explain our
multiple-case study method. We then report on gosscase analysis out of which our
typology emerged. Finally, we conclude with a dgsian of the most salient findings and

suggestions for future research.

CONCEPTUAL FRAMEWORK

We define organizational innovation as the genemati development, and
implementation of a device, system, policy, programoduct, or service that is new to the
organization (Damanpour, 1991). The dance of aovative organization is shaped by the
processes underlying organizational innovation (Wets al., 2004). An organizational

innovation process progresses through distinctghoot necessarily sequential stages (Van



De Ven, Angle, & Poole, 1989). While creativitydien referred to as the generation of new
ideas, innovation is the development and applinatibideas in practice (Pretorius, Millard,
& Kruger, 2005; West, 2002). Implementation of #hnddeas requires major changes in

organizational structures or processes (Damanfi8@d,; Scott & Bruce, 1994).

Organizational context and innovation

According to the contingency perspective, an oraion’s ability to achieve its goals
is dependent on the organizational context (PeregeF& Enkel, 2007). Most researchers
have examined the singular effects of the contingeactors. The assumption underlying
these studies is as though the organizational mgericies act in isolation in influencing the
process of innovation. In reality, firms are subjecthe pulls and pressures of multiple, rather
than singular contingency factors (Gresov, 1988gr&fore, we investigated the influence of
two contingency variables: type of organization atype of innovation. Following
Damanpour (1991), who advocated that the type ofamirzation should be a primary
contingency variable, we selected firm size andmeas elements of the organizational
context. Distinguishing these types is crucialttes variance in environmental opportunities
and threats for organizations of different types g#luence their degree of innovativeness
(Pavitt, Robson, & Townsend, 1989). We distinguisitgpe of innovation as a secondary
contingency variable.

Size. Organization size has long been considered to lgeobrthe most significant
contingency Vvariables in macro-organizational ssdi(Chen & Hambrick, 1995).
Organizational theorists usually use the total nembf employees as the measure of
organization size (Gopalakrishnan & Damanpour, 20BMhovation scholars widely debated
on the question whether small or large organizatiame more successful at adopting
innovations to respond to rapid environmental clkearidamanpour (1992) found a positive
association between organization size and innavakavitt and colleagues (1989) found that
the average size of innovative firms is increasimgile the average size of divisions within
those forms is decreasing. It appears that largevitive firms are creating the required
flexibility and autonomy needed for innovation bguhding smaller, more specialized
divisions, while maintaining the advantages assediavith large size (Munier, 2006). Until
now, academic research has not led to an unamisgmberpretation of the size-innovation
relationship (Damanpour, 1992; Munier, 2006). Dapmam (1992) advocated analyzing the

role of moderators in the size—innovation relatiops For instance Gopalakrishnan and



Damanpour (2000) tested the relationships betweganaation size, magnitude, speed and
type of innovation. In a similar vein, we attemptedgrasp the relationships between size,
organizational culture, and organizational innawmati

Sector. The sector-specific nature of technological agggithas long been recognized
as one of the key factors explaining the varietynobvative behaviors and performances of
organizations (Evangelista & Mastrostefano, 200B)erefore, most scholars conducted
research within one sector or one industry, sucth@getroleum sector (Manimala, Jose, &
Thomas, 2005), the energy sector (Sagar & Van dexan, 2006), the manufacturing sector
(Becheikh, Landry, & Amara, 2006), the banking istiy (Gopalakrishnan & Damanpour,
2000), the wood industry (Wagner & Hansen, 2006)the securities industry (lwamura &
Jog, 1991). Various streams of research tried wmaixe patterns and determinants across
sectors. One example is the framework of Malerb@0%2, who proposed a model for
examining factors that affect innovation in diffetesectors. Based on an analysis in five
sectors, Malerba (2005) found that technology, ractand networks are tremendously
different from sector to sector. To get insighbirsectorial differences, we tried to achieve
variety across our cases and selected organizaijmersiting in six different sectors.

Type of innovation. According to the above-mentioned definition of angational
innovation, there are different innovation typesg(eproduct, process or administrative)
affecting all parts of an organization (e.g. looalglobal) to varying extents (e.g. radical or
incremental). Innovation is thus not confined tevrtechnology of products, but also covers
new business models, new ways of working with ¢iemew ways of packaging existing
technologies, or new ways of working with partnersdevelop common areas of interest
(Hamel, 2000). Furthermore, the degree of novditthe innovation can differ, ranging from
incremental to radical. Firms that innovate maykseeremental scientific improvements to
serve existing markets, or may break away fronstfety of existing products and markets to
pursue radical new ideas or markets (Damanpourl;1B@war & Dutton, 1986; Moch &
Morse, 1977)Given the intended diversification of our study, iweluded organizations that
innovated incrementally and/or radically, bothenmis of products and processes, as in terms

of management techniques or organizational strestur

Innovation-supportive dimensions and deter minants of or ganizational culture

Process theory research of organizational innomaggamines the nature of the

innovation process. This type of research focusewtoy innovations emerge, develop, grow,



and terminate (Wolfe, 1994). The innovation litaratdescribes a long list of organizational
dimensions affecting creativity and innovation. €ahto most, if not all, models of

organizational innovation are perceptions of therkwenvironment, referred to as the
organizational climate or organizational culturgg(€Cummings & Oldham, 1997; Isaksen &
Laurer, 2002; Ekvall, 1996; Oldham & Cummings, 19%harman & Johnson, 1997).
Organizational culture is therefore the main preceariable in this inquiry (Patterson et al.,
2005).

Organizational culture is defined as a set of gharelues and norms held by
employees that guide their interactions with pesr@nagement, and clients (Patterson et al.,
2005, Van den Berg & Wilderom, 2004). It was notiluthe beginning of the 1980s that
organizational scholars began to pay serious atemd the concept of culture (Cameron &
Quinn, 2005). The reason organizational culturebdeen ignored is that it refers to the taken-
for-granted values, underlying assumptions, andeetgtions generally accepted as being
rather intangible (Buch & Wetzel, 2001). Althoudietorganizational culture cannot directly
solve the problems of any specific innovation pcojé& can support innovation by creating an
organizational climate which rewards innovationsating behaviors. Moreover, culture can
provide an ideology and set of norms that guideaoizptional members through the
uncertain process of innovation (Amabile, 1997; $&lis 1989). Organizational culture offers
a shared system of meanings, which forms the baki€ommunication and mutual
understanding (Martins & Terblanche, 2003).

At present, managers and scholars have widely extteipe notion that organizational
culture is linked with positive organizational réssyGordon & DiTomaso, 1992; Martins &
Terblanche, 2003). Researchers repeatedly foundsitiye link between organizational
culture and success through innovation (Igo & Skitm 2006). Jassawalla and Sashittal
(2002) found that organizational culture can semgea powerful frame of reference for
thinking and actions in terms of uncertainty andoyuity engendered by changes in new-
product processes. Succesful organizations havedhpacity to absorb innovation into the
organizational culture and management processeshffan & O'Reilly, 1997).

Several types and classifications of organizatiooalture have been proposed.
Organizational researchers have shown that the fafrran organization’s culture can be
expressed by balancing validated indicators (Ig&k&tmore, 2006). For instance, Hofstede
(1983) posited that a culture could be classifigdcomparing the degree of individualism
versus collectivism, the apparent power-distancdrimpetendency towards uncertainty

avoidance, and the bias between masculinity anéhfeity. One of the most commonly used



classifications is the theory of Cameron and Quia®05). Their model, validated in the
Journal of Organizational Behavioby Patterson and colleagues (2005), is based @n th
Competing Values Framework of Quinn and Rohrbad@838). One dimension differentiates
criteria that emphasize flexibility and dynamisran criteria that place emphasis on stability
and control. Some organizations are consideree &ffective if they are changing, adaptable,
and organic. Others are viewed as effective if taey stable, predictable, and mechanistic.
The second dimension ranges from an internal texa@rnal orientation. The internal focus
refers to integration and unity, while the exterftadus comprises differentiation and rivalry.
The Competing Values Framework leads to four tygfesrganizational culture, which place
a different emphasis on each of these dimensionéioéracy (i.e. flexibility and external
focus), Market (i.e. stability and external focuS)an (i.e. flexibility and internal focus) and
Hierarchy (i.e. stability and internal focus).

Innovative cultures are associated with high autonorisk-taking, tolerance of
mistakes, support for experimentation, and low auceacy (Anderson et al., 2004; Scott &
Bruce, 1994). Organizational cultures that suppariovation have been linked with
environmental circumstances, strategic approathessalues and actions of top management
and organization structure (Martins & Terblanch@)3®. Table 1 provides a summary of the
most cited determinants of organizational cultures stimulate innovation. The list is not
meant to be exhaustive, but is representative efithovation field. These dimensions are
expected to have an influence on the degree tohatrigativity and innovation take place in
the organization (Martins & Terblanche, 2003).Histstudy, they are used as a starting point
in investigating the relationships between contextd process variables that affect

organizational innovation.

Insert Table 1 about here

METHOD

Resear ch design

The research design is case study research, whaaghits to fully comprehend a
phenomenon within its real-life context (Yin, 1994}ase studies have frequently been
applied in previous innovation research that aiteeget a rich and deep understanding of the

context and processes involved (e.g. Brown & Eiaedth 1997; Cabello Medina, Carmona



Lavado, & Valle Cabrera, 2005; Jassawalla & Saahi#002; Manimala, Jose, & Thomas,
2005; Storey & Salaman, 2005). Case studies are amsropriate for ‘how’ questions

because they deal with operational links, rath@ntmere frequencies or incidence (Yin,
1994). The case study is a detailed investigatioth a view to providing an analysis of the
context and processes involved in the phenomencaterustudy (Stake, 1995). The
phenomenon is not isolated from its context buff isiterest precisely because it is in relation
to its context (Eisenhardt, 1989). Multiple-casesiges allow cross-case analysis and

comparison, and the investigation of a particutarmmenon in diverse settings (Yin, 1994).

Case description

As explained in the conceptual framework, we aittestudy various organizations in
terms of type of organization (i.e. company size s@ctor) and type of innovation. These two
contingency factors were used to select the casethiey are considered to have a significant
impact on innovation (Gopalarishnan & DamanpourQ®0 Furthermore, we included
organizations that are market leaders in innovatigthin their respective sector. For
selecting our large companies, we used the lishwbvative companies belonging to the
Institute for the Promotion of Innovation by Scienand Technology in Flande(BNT).
Experts of a prominent business school in Flanden® asked to indicate innovative SMEs
that fulfilled the above-mentioned criteria. TaBlelescribes the six cases we built on in this

paper:Build, Diverse Energy Furni, Multimed andPharma

Insert Table 2 about here

Build. Build is a medium-sized, international manufacturer bérgicals for the
construction and manufacturing industry as welfasdo-it-yourself. The company has 24
daughter companies worldwide. Ninety-three peroénhe turnover goes to export. Since its
foundation in the 1960s, the company has grown fmmall family business to the
multinational corporation it is today. Worldwidehaut 800 employees work f@uild. The
company is mainly involved in incremental produgtavations.

Diverse. Diverseis a multinational operating from the US. It istechnological
diversified company, operating in a large amountiofonomous divisions clustered in six
sectors. The company is oriented towards spedadtiel niche applications. About 67,000

people work forDiverse worldwide. The company opts for a broad spectrunpraiduct,
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process, and administrative innovation projeBtiserse used to go for radical innovations,
but increasingly chooses for incremental innovation

Energy. Energy is a Belgian SME specialized in tailor-made indaktenergy
systems.Energy has specialized knowledge in combustion techne®dinergy has 210
employees worldwide. The company has many innonaifojects that are rather incremental
in nature Energybrings about product, process and administratigevation projects.

Furni. Furni is a small SME that delivers tailor-made furnitfime events, seminars,
and fairs — such as tables, chairs, shelves, coffeghines, refrigerator, and freezer units. It is
a logistics company that counts 25 employdasni is focused on incremental process
innovations.

Multimed. Multimed is a Belgian SME, originally formed in 1946. This
internationally operating firm develops and mantees a wide range of products and
solutions for multimedia and communication marketsuch as transport, nurse call,
conference, and multimedia learniddultimedhas a clear focus on innovative, leading edge
technologies. The company employs 210 peddigdtimedis technology-driven; 75% of its
employees have a technical background. The comgamyolved in product, process, and
administrative innovations. The innovations argengental as well as radical.

Pharma. Pharmais a large, international pharmaceutical compaPlyarmais a
research-intensive organization, with a large arhoofn highly skilled employees. The
company has 122,200 employees worldwiBbkarma has an international reputation for
pharmaceutical innovatio®harmawas established in the 1950s, with the aim of cotidg
pharmacological research. The company is involvedroduct, process, and administrative

innovations that are incremental as well as radical

Data collection

Our data were collected through a series of sencistred interviews, direct
observations, and document transcripts. Througarui@ws, researchers can access case
participants’ views and interpretations of actioasd events (Yin, 1994). Furthermore,
interviews ensured that the respondents understbad they were being asked, and enabled
us to check any inconsistencies in the informati@t was being provided. We conducted 30
semistructured interviews with individual responierduring several site visits. All
interviews were taped and transcribed. Intervigggctlly lasted 90 minutes. At each site, we

interviewed three types of respondents: at leastdiector, vice president or senior manager
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who was responsible for multiple projects, at least project leader who was responsible for
a single project and at least one employee involwethe project. There was a mixture of
marketing, research and development, sales, hussources, and engineering informants.
As all interviews took place on site, they coincide all cases with a tour of the production
or work area. Additionally, the researchers alsan@red available documentation, corporate
presentations, and leaflets to provide convergedeeace regarding the innovative practices.
The interview guide had four sections. It begarhwliie background of the respondent
and the importance of innovation for the company fam the sector. In the second part of the
interview, we sought to grasp the innovation-supperdeterminants of a broad range of
innovative projects within the organizations stadi€he third part focused on the dimensions
of organizational culture. The final part of théeirview concentrated on how innovation was

managed in the firm.

Data analysis

We coded all interviews along the different dimensi of our conceptual framework.
The coding scheme enclosed a set of seven categorneanalysis, incorporating 31 sub-
categories. We used a qualitative data analysigpaten program (AtlasTi) to facilitate the
data analysis process. As such, meaningful datakshcould be identified, isolated, grouped,
and regrouped for analysis (Creswell, 2003). Toaechk the reliability and validity of our
analyses, a second coder recoded approximatelydfG#e interview transcripts. By coding
the same interview twice, we were able to checkstiadility (Krippendorff, 1980; Weber,
1990). Measures of interrater agreement were adalry calculating the per cent agreement
for each transcript. Ambiguities and disagreemémtsodings were resolved by discussing
key terms and jointly reviewing the interview traripts until consensus was reached. The
average agreement was good (i.e. 85%), since idjjatmeasures above 85 per cent are
considered quite high (Kassarjian, 1977).

We first analyzed the data by building individualse studies for each organization,
regarded as ‘families’ in AtlasTi. The creationfafmilies is a way to form clusters for easier
handling of groups of codes (Muhr & Friese, 200Rglying on methods suggested by
Eisenhardt (1989), we looked for within-group samiies coupled with intergroup
differences. Furthermore, we selected pairs of <as®l then listed the similarities and

differences within each pair to identify the orgaational culture of our cases (Eisenhardt,
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1989). Comparing and contrasting several caseslemhais to reveal common patterns and
differences between our cases (Cabello Medina, @aarhavado, & Valle Cabrera, 2005).

FINDINGS: A TYPOLOGY OF INNOVATORS

Our analyses indicated considerable differenceswdst the six innovative
organizations. On the basis of our cross-case cosgpa we identified eight clusters of
characteristics, pertaining to three different t/pé innovators. Successful organizations in
fast-changing industries adapt flexibly to envirantal changes. Innovation is a priority that
is achieved by semi-autonomous teams working deréifit projects. Succesful companies in
slow-changing industries focus on efficiency anabsity. Innovation is attained by strong
coordination and centralized decision making. Omgions in moderately changing
industries constantly search for a balance betvisaibility and control mechanisms that
lead projects in the right strategic direction. [EaB shows the main characteristics across
each of the three types of innovators. The keyrdisons between these three innovators are
related to the sector, the innovation type, thatsgy, and the established culture and
structure of the organization. To illustrate thdselings, we describe the three types of

innovators in more detail with representative egtof our interviews.

Insert Table 3 about here

Type 1: Flexibility-oriented innovator s

Size, sector, and innovation type. Two companies belonged to this category: the
large companyPharma (122,200 employees) and the SM#ultimed (210 employees).
Although differing in size, these two companies kvan rapidly changing sector®ur
interviews reveal that flexibility-oriented innoeas seek to balance different types of
innovations in order to maintain a healthy rangepject selections. They pursue a broad
spectrum of product, process, and administrativaovwation projects ranging from
incremental to radical. IMultimed innovation projects are divided into four categembased
on an evaluation of the risk and the expected prafiow-risk project has less gates to pass
and thus will be faster implemented than a high-pgoject. Every business unit has an idea
coach who bundles the ideas of his/her unit. Thea idoach enriches the ideas through a

positively challenging discussion with the idea ewreading to a clearer description of the
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idea at stake. The coach is authorized to evaloateisk projects as these will only pass one
decision gate before implementation. High-risk pctg have more strict evaluation criteria.
The evaluation of ideas leads to a differentiatiming made between incremental and
breakthrough projects.

Strategy. For PharmaandMultimed innovation is critical for their survival and thu
the company’s major goal. Their priority for inndwa is highly related to the sector in
which these companies are active. Pharmaceutiaghlhagh-tech companies are by nature
more oriented towards introducing novelties thaor, ihstance, companies in the building
industry. Flexibility-oriented innovators constantlidentify and investigate emerging
technologies that could have potential for the entrbusinesses or that could present new
opportunities. Current and potential customers f@weys driven innovation in companies in
the modern age, but flexibility-oriented organipas are taking the idea of focusing on
customers to another level by creating personaleducts. Such customization was already
a trend in the clothing, music, and telecommunacaindustries (Jamrog, Vickers, & Bear,
2006), but now seems to have expanded to othefclastging industries, such as the
pharmaceutical industry. For instandeharma is exploring the idea of ‘individualized
medicine’, by developing tailor-made drugs base@ dhorough analysis of sub-populations.
For some patients, individualized medicine willdi#e to triple the chance on success. Citing
the head of a research and development divisiohimRharma “Innovation is vital. Our
senior management quotes: ‘there are only threeoimant things for us: innovate, innovate,
innovate’. That's a function of the changing laraise, of what we have to formulate; but
also a function of the changing nature, of how gpproach a disease.”

Culture and leadership. Pharma and Multimed show many features of the
Adhocracy culture of Cameron and Quinn (2005), Whamphasizes flexibility and an
external orientation. Flexibility-oriented innovedotreat everything — from procedures to
teams and organizations — as temporary. Althougéctiides and goals are considered to be
important, they can be easily revised. ManagerRhlarmaand Multimed have a favorable
attitude toward change and aspire to anticipatefubh@e to ensure further growth. While
elaborating a project, there is permanent consottdtetween the management and the team.
Employees are given the freedom to take risks addpendently work out their ideas. To
stimulate the exploration of new opportunitiesxiftélity-oriented innovators aim at creating
a blame-free culture. Hence, failure is part ofld@ning process inherent in innovations.

Flexibility-oriented innovators create both intdrr@and external networks. Internal

cross-departmental networks are meant to fostewlauge sharing and creative thinking.
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However, Pharma and Multimed are predominantly characterized by an externaugoc
Flexibility-oriented innovators seek innovation dbhgh collaboration with universities,
private research and development labs, governnganicees, and through participation with
consortia. InPharma for instance, whole sections of the drug discoverygcess are now
handled by a wide variety of specialist supplierthe pharmaceutical industry.

Participation, communication, and interaction. In Pharmaand Multimed the top
management decides on the priorities but small -serfinomous teams work on the project
in units. The decision power flows from team tontealepending on the problem and the
phase of the innovation process. Input and padimp are expected from all employees.
Multimed has a formal feedback procedure for every ideamgged by an employee. The
research and development director clarifié&hen you pass an idea and afterwards you
hear nothing about it, you think it's not worthwéhito generate ideas because nothing
happens with them. So even though an idea is rmuitiead, it is important to give feedback
why it isn’t, so that is not a reason not to pasg alea anymore.”

Communication and interaction flows play a cruaiale within flexibility-oriented
innovators. The success of an innovation projecssribed to the cooperation of people
across several departments of the organizationn$eae composed depending on expertise
but also on the basis of mutual fit and intereBtaployees are motivated by working on the
projects of their preference. It seems that collation with other groups in- and outside the
company is usually a strong positive contributionrtnovation, yet collaboration takes time
and effort to develop and manage. Moreover, ougrugws revealed that as companies
include diverse players in their innovation proesssproblems in collaboration are more
likely and can even become a barrier to innovatlaterviewees ofPharmaand Multimed
claimed that small teams facilitated the innovatjgmocess better as a result of greater
cohesiveness and reduced interpersonal confliceeigrteam members. On the other hand, it
is said that constructive conflict can sometimasesas a catalyst for change and innovation.
To place emphasis on constructive teamw@tkarmadeveloped a ‘code for team conduct'.
Informality is said to be extremely important, espély during the phase of idea generation.
Cross-fertilization and informal contacts are hygklued and stimulated by letting people
work together in the same physical area. A largeilility-oriented company aBharma
however, emphasized the creation of formal teammadcease the internal acceptance and
formalization of the project, which in turn leadsgreater impact and better dissemination.

Support for innovation, resources, and training. PharmaandMultimedadhere to a

supportive culture of rewards and recognition, oniradividual and team level. As a vice
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president atharmadescribesWe have quite some awards and recognitions thaigea
from small, almost a note with ‘thank you’ on it @mpat on the back, to a large amount of
money that employees can getri terms of personnel and finance, flexibility-oried
innovators invest substantially in innovation. Taeilability of resources allocated to new
ideas and innovative projects contributes to arovative climate.Pharma even has a
separate innovation unit, where innovative ideas ba captured in a very early phase.
Moreover, there is always a member of the top mamagt team who is assigned as a mentor
or champion of a project. Flexibility-oriented coampes support internal, external, and on-
the-job training.

Structure. Flexibility-oriented innovators adhere to orgariements, such as a flat
structure, much autonomy, and fluid job descrigtidtiultimedandPharmaare decentralized
organizations with little formalizatiorMultimedhas a business unit structure, with six units
that all have a research and development celledessary, projects can be easily transferred
to another cellPharmais a matrix organization, where the power resatethe top and the
lines of responsibility flow from the top to thethlmm throughout the individual branches of
the structurePharmafacilitates innovation by separating out the insttion efforts from the
operating organization and its controls in a sepaearly research and development unit.
Moreover, by creating small entrepreneurial spifs-alhe company adheres to flexible

structures and enhances its capacity to innovate.

Type 2: Balance-oriented innovators

Size, sector, and innovation type. Although differing in size,Diverse (67,000
employees) andeEnergy (210 employees) are both balance-oriented innosat8oth
companies act in industries with medium industryoeity. Leaders of balance-oriented
innovators allocate resources to a broad rangeudviative projects by emphasizing that
innovation does not only cover new technologies@oducts but also organizational aspects.
On the whole, they pay more attention to incrememaovations than to breakthrough
innovations. The growth strategy Bhergyis, for instance, highly dependent on entering new
markets with a new combination of given technolegieich as combustion technology and
renewable energy systems.

Strategy. Balance-oriented innovators do not differ mucbnirflexibility-oriented
innovators in terms of the value they attach toowation. Balance-oriented innovators

incorporated innovation in their strategic godlsverse and Energy have a well-defined
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innovation strategy, which is the reference poantdll innovation activities. They mention
various reasons to innovate, such as a compettivantage and further growth. In spite of
this, managers of these types of companies loolodtaince between their current business
and their innovation activities. The need for agticosts drives companies to a growing
attention for current business activities, somesirae the expense of innovation. A project
engineer of Energy add8nnovation is the motor that keeps everything gpibut the market
aligns with our innovations. We always have cleatgfined customer groups. We are not
innovating for the sake of innovation.”

Culture and leadership. Balance-oriented innovators seek a compromisevdeet
flexibility and stability. Managers ofDiverse and Energy tend to be result-oriented and
enthusiast coordinators, with the intention of eutprming competitors and being at the
forefront of their field. For instanc®iverseis characterized by a rational decision-making
process supported by control systems with phades;kpoints, and milestones to frame
decisions and track their implementation. The camypaas launched Six Sigma to improve
business processes and to strengthen the abildretde and market new products. Six Sigma
is a set of customer centered, data driven metbgdes and disciplined processes for
continuous improvement. The product developmerd idassic stage gate process that is
applied to all projects. Each phase in the proessgarded as a separate entity with a clear
beginning and a clear end. However, at the heahteofnnovation process lies the ownership
and involvement of the semi-autonomous teams. Beéach milestone meeting, a multi-
disciplinary project team drawing employees frorfiedent departments reviews the project
data and makes crucial go/no go decisions. Theamsteintegrate people with diverse
perspectives and allow them to swap ideas and gs@dlexibly. Due to the phases being
circumscribed, the project’s leadership might clearfigpm research and development to
production or marketing.

Balance-oriented innovators share the external etaokientation with flexibility-
oriented innovators. They outsource some of thetivities, while clearly managing the
information that is provided from the outsourceetracy back to their employees. As new
business models arise and new technologies emerganizations find creative ways of
gaining new customers and involving current custsma the innovative process. While
there used to be no contact between customer g@mtist, sales representatives of innovative
companies now bring customers to the lab. The béaesearch and developmentiverse
clarifies: “For me it is extremely important to make sure tifa¢ doctors in chemistry with

their white coats on hear what it is the customants. The customer requirements will be
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much clearer if there is direct contact between the. If not, you get a translation of a
translation and there will always be misunderstaigdi. They [researchers] are the ones who
know if there is or there is not a fit with the guzt portfolio and likewise they can
immediately ask technologically the right questidns

Participation, communication, and interaction. In Diverse and Energy top
managers and project leaders define the framewdrkhe projects, but small, semi-
autonomous teams decide on all operational aspétk® innovation projects. The goals are
clearly specified, but employees are granted freedo pursue those goals by their own
means. The projects allow individuals and groupbdbave in a creative way. The decision
power flows from team to team, from milestone tdestone, depending on the problem at
stake. All employees are involved in processesesetbpment and renewal. Energyfor
instance, junior engineers immediately get projesponsibility, but are at the same time
coached and supported by employees with more expesi The CEO clarifieSFreshmen
are full of energy but don’t know what to do, sesiknow what to do but their energy level is
shrinking. Therefore, we give freshmen the dailyjgut management of our innovations. Of
course, they are always supported by a senior méridoverse uses rather formal ways to
involve employees. Researchers can work 15% of timeé on projects that are not supported
by their management. Because the supervisor isyalvdormed of these side projects, it is
not a process of total freedom leading to a diseotion from the organization.

Both balance-oriented innovators strive for a ctimaof open, two-way
communication. IrDiverse stories about why ideas fail and succeed are asemvaluable
source of learning. The CEO DiverseBelgium adds‘We affirm the good work that is done
and encourage further thinking in order to let team make the recommendation themselves.
To tell stories is also a part of getting past tear of failure. It is about knowing that when
things don’t work what happened, to recognize that to tell those stories.Informality is
very important for sharing innovation experiendesEnergy cross-fertilization is stimulated
by organizing informal drinks for customers and éyees in their reception area. During
these drinks, people exchange ideas and experiembesh leads to greater cohesiveness and
reduced interpersonal conflicts.

Support for innovation, resour ces, and training. Balance-oriented innovators create
a culture where innovative activities are recogiiznd rewardedDiverse has formal
organizational systems to spot the individual tal@nd recognize it on the organizational
level. The CEO otnergybelieves in supporting innovation with group-foedsion-tangible

rewards, such as a pleasure trip with the innogateam.Diverse and Energy allocate
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resources (i.e. time, money and people) to a braade of innovation projects, and have a
special fund for product development. All employbase the opportunity to receive internal,
external and on-the-job training in all kinds opitzs.

Structure. Diverse and Energy are decentralized organisations that spread
responsibility for specific decisions across vasioautlets and lower level managers,
including units located away from the head offi@alance-oriented innovators combine
mechanistic with organic structures by focusingctear responsibilities and priorities on the
one hand, and granting employees a high level tdremmy on the other hand. While the
management aims at achieving some degree of flexjkit chooses for instituting formal

control mechanisms to lead projects in the rigtatsgic direction.

Type 3. Stability-oriented innovator s

Size, sector, and innovation type. Within the cases studied, there were two
organizations that are characterized by stabilitgt efficiency: the medium-sized company
Build (800 employees) and the small compd&uwni (25 employees). Both companies are
acting in slow-changing industries. The majority iohovation projects withirBuild and
Furni are product and process innovations. Administeativnovations that comprise new
organizational models or management techniquesalmest nonexistant. In contrast with
flexibility-oriented innovators, stability-orientethnovators rather choose for incremental
innovations and product improvements than for kitgakigh innovations.

Strategy. ForBuild andFurni, innovation is important but not a priority. Inradion is
not enclosed in the strategic goals of these fiffh&ir main reason to innovate is to get and
to maintain a good reputation with customers. Fastance, an important challenge for the
CEO ofFurni is to develop creative marketing campaigns frametto time. The campaigns
give the company a strong identity and attract messtomersBuild was the first on the
market with a glazing sealant that is compatibléhvgelf-cleaning glass. Innovation is the
showpiece that attracts existing and new custon@ase cooperation with the customers and
branches abroad leads to the permanent improveofigmbducts. Most of the time, in these
companies more attention is paid to the curreninlegs than to being creative or innovative.
In balancing the demands between routine work andwuations, most supervisors tend to
give priority to routine work.

Culture and leadership. Stability-oriented innovators focus their attenti on

efficiency and control. Managers Blild and Furni define goals, and place emphasis on a
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variety of rules and procedures to achieve therghtTprocesses, a smooth planning, and
organizational discipline are essential. Due to theect supervision and guidance, all
employees know the strategic orientation of theanization. For instance, the general
director of Build adheres to an informal approach without distiftages but with a set of
imposed, ‘ad hoc’ meeting®Vhen there is a problem, | will call everyone imved to see if
we can do something. Then | normally say: stop wiat are doing, in order to emphasize
the importance of it. Of course, if on that momga are in a meeting with a customer, we
will wait for another half an hour, but meeting &aother is obligatory and nearly always
immediately.”

While flexibility- and balance-oriented innovatdnave an external focus, stability-
oriented innovators focus mainly on internal mamatece. For instance, attempts to patent
were absent iBuild, although it has no mechanism to prevent compstftom copying their
product innovations. Most of the respondents witBinld felt that the process of patenting
required specialized knowledge, which called foteexal expert inputs. Stability-oriented
innovators show resistance towards outsourcing tgivities. Protecting their expertise is
crucial. Furni indicates that the speed of working in logistisstiie main reason not to
outsource. As short-term, reliable deliveries amacial for the company, the CEO always
wants a pool of co-workers who can stand in immntetiaf necessary.

Participation, communication, and interaction. Compared with flexibility- and
balance-oriented innovators, stability-oriented ovators adhere to top-down decision
making. Employees are working in departments otsuriut not often in teams. Stability-
oriented innovators strive for a clear task set@mgl enforcement of strict procedures. In
Build, a core team consisting of the marketing, reseanchdevelopment, and sales manager
together with the general director, take charge allestrategic and operational issues in the
organization. Although employees mention little fibdity for giving input, a project
engineer added the advantages of such an appréidehe, you don’t have to pass six
managers to clear a report with the authorities. iié&e one manager and this manager has
one director and that's it. You only have to spgakwo people. | think that's one of the
major plus-points of the company: the quick decishaking and direct lines.”

In stability-oriented innovators, communicationvi®down the line. Individuals at the
bottom end have little scope for decision makinge Export manager &uild indicated that:
“to have good results, you cannot let communicati@prave, so it would turn into a daily

coffee break” The CEO ofFurni claimed:“For us, it is about doing things, not talkingHe
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is, however, asking more and more input of his eyges. All employees had the task to give
a couple of ideas for improvement and renewal witheir domain of work.

Support for innovation, resources, and training. With the rewards of innovation
linked to sales rather than to research and dewedop there is little incentive for developing
innovations. A researcher &uild indicated that it was sometimes not rewarding ghoo
engage in innovative activities. The research akldpment manager &uild added that
creative subordinates could even be a cause ofecorfor their supervisors as they often
neglected the short term targets that the supesvis@re required to achieve. In both
stability-oriented innovators, resources mainly tgoroutine work instead of innovations.
Training is merely provided on technical topics.

Structure. Build and Furni have a traditional organizational structure witlsteong
departmentalization, a top-down hierarchy and aomaispan of control. They show many
mechanistic elements, such as clearly defined jescriptions and control mechanisms.
Stability-oriented innovators tend to adopt a rafeemal approach to relationships. As there
are few management levels between the top and dheodkers, all employees are under
direct supervision of someone of the top managenTdr@ CEO ofFurni ascribes this to the
sector of logistics. Furnishing fairs asks for aat| fixed planning. Structured archives and
databases help the employeed~afni to get the things done in a quick, efficient wahe
CEO puts it this wayWe are extremely structured, maybe for certain pamies too
structured. Structured, controlled, not in the bsehse of the word but everything is very
strictly determined, because you have some prosdéBaeneed to be strictly and clearly done
for the planning. If the fair opens, the furnituneeds to be there on time. And if the fair

finishes, it has to be removed as quickly as ptessiihat’s the way it goes around here.”

DISCUSSION AND CONCLUSION

Discussion of findings

This study highlighted the interplay between cohtard process elements in six
innovation-supportive organizations. Although alk srganizations can be labelled as
innovative organizations, we noticed gradual déferes between our cases. After analyzing
innovative projects within these cases, we were abbeduce the distinct differences in three
archetype profiles. The organizations involved ur study had a clear focus on either

flexibility, balance, or efficiency. Innovative adties differed depending on the sector, the
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type of innovation, the strategy, and the determimaand elements of the organization’'s
structure and culture.

Organizational culture was primarily understoodaasintervening variable between
the context of an organization and organizationabvation. In line with Cameron and Quinn
(1999), we formulated the features of organizatiandture as dichotomies or tensions —
internal versus external orientation, responsipilersus autonomy, or flexibility versus
control. Organizations try to find a balance betmvtese tensions to increase their innovative
capacity. What constitutes an optimum balance &oheof these tensions varies considerably
among the different types of innovators. Some imtiee organizations prefer a more stable
working environment than others. For instance,iffidiky-oriented innovators require a high
level of flexibility and autonomy to meet the charggdemands of the industry; stability-
oriented innovators have more structures and comiechanisms to achieve innovation.

We found that organizational culture is an impadrt@nedictor for the type of
innovation. Our findings show that pursuing a breadge of innovative projects requires
flexibility, autonomy, and a strategy oriented tods the external environment. Hence,
companies that want to innovate incrementally aadically need to configure their
organizational processes in accordance with flégilriented innovators. We can affirm the
assertion of Russell (1989) who posited that “@mteneurial) organizations can lose their
capacity for innovation as they become more foramal centralized” (p. 14).

In line with previous research (e.g. EvangelistaM@astrostefano, 2006; Malerba,
2005), we found that type of innovation is highbntextual to the specific sector and product
area in which a firm operates. First, flexibilityiented organizations act in fast-changing
industries such as the high-tech and pharmacedutidaktry and are involved in a broader
spectrum of innovations than their counterpartsslmw-changing industries, such as the
manufacturing or logistics industry. Secondly, ofigxibility-oriented companies seem to
choose on a regularly basis for breakthrough intionaprojects. Additionally, many
innovation projects described by our informants evercremental product innovations and
process improvements. With organizations exposedmimre external pressures, the
preponderance of the current business over inrmvéinot to be underestimated.

Our findings indicate that the scale size of a canyphas no influence on the type of
innovative activity. All three types of innovatocensisted of a larger organization and an
SME. This finding contradicts previous researcly.(eDamanpour, 1991; Munier, 2006;
Pavitt et al., 1989) that claimed that firm sizayadd a determinant role in organizational

innovation.
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Resear ch and managerial implications

In support of Rousseau and Fried (2001), we beliraea set of context factors can
yield a more interpretable and theoretically ins¢érey pattern than any of the factors would
show in isolation. Therefore, we included contingemactors as well as determinants and
elements of an organization’s culture to examine lienovative organizations configure
themselves to deal with organizational innovatidhe contextual view suggested by our
findings stands in sharp contrast to the view thatures are shaped essentially through
internal processes (Johns, 2006). Hence, organiedtcultures are as much influenced by the
intensity and density of the relationships theyabksh with their surrounding environments
as by their internal characteristics, such aseggabr structure.

We believe there are lessons to be learned fromst ‘ipeactice’ companies. As
Rickards (1996) describes, these lessons requitle fadat’ as ‘how'. In our study, we
investigated the ‘how’ question, building on quatite data. The case study methodology
gave us a richer and deeper analysis of the sigstlef the innovation process and context
than the variable-based analysis of quantitativeliss. In natural settings, researchers can
observe key variables in action and understand they interact with one another (Chatman
& Flynn, 2005). However, we acknowledge that theme also limitations inherent in this kind
of research. This study was conducted with a lidhitember of companies, needing further
cross-validation to assess whether the perceptienfound also apply within other research
populations. A broader sample selected among thee gaiteria is needed to confirm our
results (Eisenhardt, 1989). We should test the essprtativeness of the archetypes in
companies working in different sectors. For vajiditasons, we should test these qualitative
data quantitatively, for instance by conducting altiple level survey on the context and
process factors affecting innovation. Moreover, daga were gathered over a relatively short
time period. Longitudinal research should be cotetliin order to study these organizational
dimensions during different moments in time. Despitese limitations, we believe our
explorative research serves as a valuable basisfuire research on organizational
innovation. Given its exploratory nature, the fings are an indication of valuable trends in
the qualitative data.

Understanding the interplay between context facéms organizational innovation is
crucial for designing an appropriate organizatiooalture. Effective management implies
matching the work environment with the requiremesfterganizational innovation projects.

Having insight into the strengths and weaknessegoaf type of organization is highly
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relevant to determine which course to steer. A fiiming at innovating radically should have
a strong innovation strategy and policy, creatacstires that ensure personal autonomy and
role flexibility, cooperation and collaboration teten individuals, work teams and the
external environment, encourage strong participatemd empowerment, and provide
incentives and rewards for innovation. However, fioe quick succession of incremental
innovations, an organization requires little comfile direct guidance, and clear goals,
structures, and communication flows. In conclusiona,archetype is inherently better than
another, but increased attention for context-predasovation fit might lead to better

innovation-related performance.
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TABLE 1

I nnovation-suppor tive deter minants of or ganizational culture

Process variables Authors

Strategy/goals/objectives Martins and Terblancld®82, West and Anderson (1996),
West et al. (2004)

Leadership Amabile, Schatzel, Moneta, and Krarp@®4),

Cummings and Oldham (1997), Ekvall (1996), King and
Anderson (1990), Mumford, Scott, Gaddis, and Steang
(2002), Oldham and Cummings (1996), Scott and Bruce
(1994), West et al. (2003)

Participation Anderson and West (1996), De Dreu\Atedt (2001),
Isaksen and Laurer (2002), West (2001, 2002), \&tesk
(2004), Woodman et al. (1993)

Communication Martins and Terblanche (2003), P&®®5), Pillinger and
West (1995), Thamhain (2003)

Support for innovation Shalley, Gilson, and BIua@@0), Scott and Bruce (1994),
West and Anderson (1996)

Training Bhadaradwaj and Menon (2000), Brennanoaoley
(2005), West (1994)

Resources Amabile et al. (1996), Ekvall and Ryham({t@99), Payne

(1990), Scott and Bruce (1994), West and Ander$60§),
Woodman et al. (1993)

Organization structure Brown and Eisenhardt (198Kyall (1996), Iwamura and
Jog (1991), Pillinger and West (1995), Shalleys@l, and
Blum (2000)
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TABLE 2:

Description of case data

Company? Size Sector Typeinnovation
(# employees)
Build 800 Construction Incremental

Mainly product innovations

Diverse 67,000 Diversified Mainly incremental

technological company Product, process, and administrative

innovations

Energy 210 Energy Mainly incremental
Product, process and administrative
innovations

Furni 25 Logistics Incremental

Mainly process innovations

Multimed 210 High-tech Incremental and radical
Product, process, and administrative
innovations

Pharma 122,200 Pharmaceutical Incremental and radical
Product, process, and administrative

innovations

®The names of the companies are pseudonyms to ptbeeconfidentiality of the case organizations.
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TABLE 3

Summary of threetypes of innovators

Flexibility-oriented innovators  Balance-oriented innovators

Stability-oriented innovators

Size
Sector

Innovation type

Strategy

Culture and leader ship

Small and large Small and large
Fast-changing Moderately changing
Incremental and radical Mainly incremental
Product, process, and Product, process, and
administrative innovations administrative innovations

Very high focus on innovation  High focus on innovation

Incorporated in strategic goals Incorporated in strategic goals

Focus on flexibility and Balance between flexibility and
autonomy stability

Mutual adjustment Coordination

Favorable toward change Result-oriented

External cooperation: networks External cooperation: networks

and partnerships and partnerships

Small and large
Slow-changing
Only incremental

Product and process innovations

Medium-high focus on
innovation

Not in strategic goals

Focus on efficiency and
stability; little autonomy

Direct supervision and guidance
Hierarchic

Little external cooperation



Participation, communication

and interaction

Support for innovation,

resour ces, and training

Organization structure

Strong participation and
empowerment

Top-down and bottom-up
communication

Semi-autonomous teams

Support for innovation
Rewards and incentives for
innovation; on individual and
team level

Special fund for innovation,
separate unit for innovation
Training opportunities
Decentralized

Organic elements

Little formalization

Strong participation and
empowerment

Top-down and bottom-up
communication

Semi-autonomous teams

Support for innovation
Rewards and incentives for
innovation; on individual and
team level

Resources for product
development

Training opportunities
Decentralized

Organic and mechanistic
elements

Some formalization

Little participation

Top-down communication

Individuals not integrated into a
team

Little support for innovation
Limited rewards and incentives
(e.g., only individual rewards
for sales representatives)
Tight resource allocation, but
little resources for innovation
Little training opportunities
Centralized

Mechanistic elements

Much formalization




