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Abstract

One of the contemporary demands in organizations is the need to create new knowledge and in-
novations. The purpose of this study is to clarify how creativity for the fuzzy front-end innovation
processes can be supported by transformational leadership. In addition, the study aims at recog-
nizing (a) challenges that organizations confront at the beginning of innovation processes and (b)
what characters of transformational leadership are emphasized as well as how leaders should re-
act during these challenging processes. The qualitative data used in this study is a partial case
study from a wider action research-based development project, which aims at revealing the hid-
den innovation potential at different levels of an organization. Creativity and innovation are es-
sential parts of development processes. This study contributes to the current literature on search
strategies in relation to transformational leadership (TL) by extending the understanding of how
to support employees’ creativity and involve employees in discovering new innovation opportuni-
ties. In addition, this study suggests that TL’s characteristics can be shared positively in practice
as well as be performed simultaneously in the same organization development process by differ-
ent leaders.
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Introduction

An organization’s success and survival depend on its capability to create new knowledge and in-
novations. Knowledge is an organization’s most valuable resource because it embodies intangible
assets, routines, and creative processes that are difficult to imitate. Different types of knowledge
require distinct management methods and knowledge integration mechanisms (Birasnav,
Rangnekar, & Dalpati, 2011; Miles, Miles, & Snow, 2000; Nonaka & Takeuchi, 1995; Péyhonen,
2006). Many current approaches to innovation hold the assumption that organizations are seldom
capable of innovating independently and that an organization’s internal capabilities are insuffi-
cient to cope with the challenges of the changing environment. The search for new product ideas,
new forms of organization, and solu-
tions to existing problems goes beyond
the organization’s boundaries in explor-
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pliers, and a range of other organizations inside the innovation system (Chesbrough, 2003; Lettl,
Herstatt, & Gemuenden, 2006; von Hippel, 1988). For example, von Hippel (1988) suggested
using lead users and other stakeholders as external sources of innovation. These models further
redefine the inbound-innovation-process by extending von Hippel’s (1988) sources of innovation
to include universities, suppliers and online communities (Christensen, Olesen, & Kjaer, 2005) or
basically to any external expert (Bogers & West, 2010).

The generation and implementation of significant new ideas, products, and processes may also
originate from a single employee or the joint efforts of two or more employees who are not as-
signed to this task. Thus, these kinds of innovations indicate that innovations can emerge from
shop floor workers and professionals or middle managers across the boundaries of existing de-
partments and professions. The basic idea of employee-driven innovation rests on the assumption
that employees have hidden abilities for innovation (Forssén, 2001), and that this potential can be
made visible, recognizable, and exploitable to the benefit of both the organisation and its employ-
ees (Kesting & Ulhgi, 2010).

The work environment, atmosphere, and trust are very important in order to get more effort from
employees. Intrinsic motivation is arguably the most valuable aspect enhancing employees’ crea-
tivity. Intrinsically motivated employees do their job well regardless of whether they are super-
vised or not; they have strong intrinsic motivators and have a passion for doing something for
innovating (Felberg & DeMarco, 1992; Knight, 1987; Thomas & Velthouse, 1990). When people
feel that the assignment itself is exciting and rewarding, they will share knowledge (Miles, Miles
& Snow, 2005). Employees’ feelings that the organization values their contribution and is inter-
ested in their wellbeing are positively related to their performance and organizational commit-
ment (Joo, Yoon, & Jeung, 2012; McDonald & Makin, 2000; Paalanen & Hyypid, 2008; Tsui &
Wu, 2005). Since innovation at the organizational level is a combination of collaboration, creative
results, and achievements, investigating the effect of leadership and its influence on employees’
contribution and creativity can be significant (Amabile, 1998; Gumusluoglu & Ilsev, 2009).

The concept of transformational leadership (TL) has received much attention from researchers,
particularly from the perspective of the employees and the organization’s performance. Most of
these studies are based on quantitative data or literature reviews. However, the effects of TL on
employees’ creativity and innovation in practice during organization development processes have
received little attention (Birasnav et al., 2011; Gumusluoglu & Ilsev, 2009; Liu & DeFrank,
2011). This research paper aims to reveal how creativity in the fuzzy front-end innovation proc-
esses is supported by characteristics of transformational leadership. The study is based on part of
a wider action research process conducted in one organization and its area units. This is examined
by observing two leaders and their interaction with sales managers. The data on how salespeople
observed customers and shared knowledge among colleagues is based on the interviews of sales-
people themselves, i.e., their evaluation of their own behavior. Observational data is organized in
the form of diaries and notes. Literary material co-produced by the participants during organized
sessions is also used as data.

Creativity in Fuzzy Front-end Innovation Processes

Creativity is one of many critical factors behind innovation and is necessary throughout the whole
process (Mumford, Scott, Gaddis, & Strange, 2002). Innovation through creativity is an important
factor in the success and competitive advantage of organizations (Woodman, Sawyer, & Griffin,
1993). Changes within the business environment require new and creative ways of organizing and
managing organizations. Creativity plays an important role in the long-term survival and devel-
opment of organizations because it is the basis of successful innovation and provides organiza-
tions with the means of coping with change (Amabile, 1997; Woodman et al., 1993). An organi-
zation that supports creativity and influences the adoption of innovative practices, products, and
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services improves an organization's ability to remain competitive. That is why creativity has been
seen as an essential goal for many organizations and as potentially having influence on organiza-
tional performance (Drazin, Glynn, & Kazanjian, 1999; Mumford et al., 2002; Parjanen, 2012c).

The focus of this study is to examine transformational leadership behavior that enhances creativ-
ity especially at the beginning of the innovation process. This phase is often called the fuzzy
front-end (Khurana & Rosenthal, 1998; Koen et al., 2002). Typical tasks of the fuzzy front-end
are idea generation and concept development. However, relatively little is known about the key
activities that constitute the fuzzy front-end, how these activities can be managed, which actors
that participate, as well as how much time is needed to complete this phase. Many organizations
also seem to have great difficulties in managing the fuzzy front-end in practice. The fuzzy front
end is a crossroads of complex information processing, tacit knowledge, conflicting organiza-
tional pressures, and considerable uncertainty. In addition, this phase is also often ill-defined.
(Alam, 2006; Khurana & Rosenthal, 1998.) The phases of the innovation process are introduced
in Figure 1. Yet, in practice, innovation processes often differ from theoretical process models.
Some phases may be left out; others may be revisited in a cyclical fashion. (Herstatt & Verworn,
2001; Parjanen, 2012a)

Fuzzy front-end

\

Phase | Phase Il

Idea Generation Concept

and Assessment Development,
Product
Planning

Figure 1. The Fuzzy front-end phase of the innovation process
(Source: Herstatt & Verworn, 2001)

Characteristic of this phase, besides the need to systematize activities to enhance efficiency, is the
need of sufficient room for creativity (Herstatt & Verworn, 2001). Creativity refers to pure ideas;
innovation is the successful translation of ideas into tangible products or intangible services. Not
all creative ideas are innovative. As such, the outcome of the innovation — be it incremental or
radical — is not really the focus of this study. Therefore, in this study emphasis is on the develop-
ment process, exploring the procedures that enhance creativity and innovations among individuals
in the organization.

Research on creativity at the organizational level can in general be divided into two categories:
the characteristics of the members of the organization and the characteristics of the organization
that facilitate and nurture employee creativity. Research suggests that employee creativity makes
a substantial contribution to organizational innovation, effectiveness, and survival (Amabile,
1996; Axtell et al., 2000; Nayak, 2008; Nijhof, Krabbendam, & Looise, 2002). By generating
creative ideas, employees provide new solutions and possibilities that benefit the organization. To
make distinctions between employee creativity and innovativeness, it can be argued that every
innovation needs creativity, but creativity does not necessarily lead to innovation. An employee’s
engagement in innovative work behavior requires the employee to be both able and willing to be
creative. Amabile (1997) writes that three areas of creativity, i.e., expertise, creative-thinking
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skills, and motivation, when mixed together, identify the level of creativity within an individual.
Employee innovativeness can thus be argued to cover a broader range of behaviors than creativity
(de Jong & Kemp, 2003; Parzefall, Seeck, & Leppinen, 2008).

Nowadays creativity is increasingly understood as a social phenomenon, especially in an organ-
izational context. For example, Madjar (2005) explores the relevance of sets of other individuals,
both inside and outside the boundaries of the organization, who have the potential to influence
creative performance. Others may stimulate creativity by presenting new information and knowl-
edge to the employee, which in turn trigger novel ideas and alternative solutions. Others can give
examples, raise different issues, make certain perceptions more visible, and provide alternative
situations and comparison points. In addition, different groups can influence creativity by simply
reformulating the existing knowledge and information, and providing new perspectives on it. The
employees’ collaboration with people from different departments and different organizations can
provide information that is beneficial to the generation of new ideas. (Parjanen, 2012c¢)

Creative achievements like innovations are more and more often created in collaboration with
different actors. Creativity is often associated with diversity of knowledge, skills, experiences,
and perspectives. Collaboration between diverse actors thus triggers creativity. Actually, there is
increasing consensus that diversity provides the potential for innovation (e.g., Carlile, 2002,
2004; Johansson, 2004; Leonard, 1995; Parjanen, 2012a). Innovations involve the challenge of
enabling renewal based on diversity and facilitating the integration of knowledge in a creative
way. This is the reason why too proximate relations may have negative impacts on innovation due
to the problem of lock-in (Boschma, 2005).

Organizational factors such as structure and culture may play a more important role in predicting
the realization of innovations than in influencing the employee tendency to produce creative and
innovative ideas (Axtell et al., 2000). Continuous communication can increase creativity and in-
novativeness, because it accumulates knowledge inside the organization, and it becomes possible
to develop these shared ideas: to modify them to become more diverse. For example, among the
different area units of an organization, knowledge sharing and tacit knowledge might be an effec-
tive way to create positive change, even on an organizational level (Bass & Avolio, 2000). Flexi-
ble and flat organizational structures improve innovativeness and make idea generation and
communication more open. In addition, flexible organizational structures and a supportive organ-
izational culture create better communication throughout the company and can generate more
innovative, creative, and committed employees at all organizational levels (Adamides & Kara-
capilidis, 2004; Jacobsen, Hofman-Bang, & Nordby, 2005; Oikarinen, 2008; Schein, 1999; Wan,
Ong, & Lee, 2005).

In many studies managerial behaviors have been connected to employees’ creative performance.
Leaders may support employees’ creativity by allocating resources. One of the most valuable re-
sources that leaders may allocate in order to foster creativity is time (Mumford & Gustafson,
1988). Access to funds, materials, facilities, and information also supports creativity (Amabile,
Conti, Coon, Lazenby, & Herron, 1996). Leaders can also influence creativity in the way they
design work groups. According to research (Amabile et al., 1996; Milliken & Martins, 1996),
work groups conducive to creativity have diversely skilled members, an openness to new ideas,
inter-personal trust, commitment to the work, and communication where members constructively
challenge each other’s ideas. In particular, diversity in group composition provides potential for
innovation (e.g., Johansson, 2004; Paulus, 2000). Innovations involve the challenge of enabling
renewal based on diversity and facilitating the integration of knowledge in a creative way. Job
characteristics that relate to creativity, including complexity, autonomy, variety, and feedback,
also support creativity at the work place. Also supportive leadership is positively related to em-
ployee creativity (Oldham & Cummings, 1996). Leaders may provide encouragement to creativ-
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ity by valuing individuals’ contributions and showing confidence in the work group (Amabile et
al., 1996).

Boosting Creativity with Leadership Behavior

Innovation processes are organizationally counterintuitive and cannot be managed hierarchically
because innovation is based on the idea that knowledge is exchanged of one’s free will. However,
this does not mean that creativity and innovation processes do not need management responsibili-
ties or leadership at all (Drucker, 2007; Viitala, 2004). Innovation emerges when the knowledge
from previously separated domains is exchanged and combined in new ways (Miles et al., 2000;
Nahapiet & Ghostal, 1998).

Founded on the early ideas of Peter F. Drucker (1964), planning, organizing, controlling, motivat-
ing, and coordinating are the basic functions of management work. This categorization is still the
basis for many role definitions, especially in leadership and managerial tasks (Figure 2). There
are multiple sources in literature on how to divide different tasks under different roles (Kotter,
1990; Miles & Snow, 1986; Mintzberg, 1989; Ulrich & Beatty, 2002). A very common division is
made between manager and leader. Often, this differentiation means that roles that concern the
tasks and systems at hand are for managers whereas leaders are responsible for people and vision
sharing. On the other hand, today we understand that you have to be both a manager and a leader
in order to be effective (Drucker, 2007; Syddnmaanlakka, 2003).

Management Leadership
Coping with complexity and Coping with uncertainty
stability and change
P .
| Planning & | Establishing direction &
budgeting vision sharing
— )
Organizing & o
| staffing || Aligning people &
communicating goals
S ——
. Con;lrollingl&_ | Motivating &
problem solving TS
|

Figure 2. Distinction of Management vs. Leadership
(Source: Huusko, 2006; Kotter, 1990; Lunenburg, 2011)

With the aim of increasing creativity and meeting the expectations of communication, companies
should have a suitable and purposeful leadership style. The concept of TL was created by Burns
(1978). His ideas were based on researching political leaders. The central idea behind Burns’
concept is that leadership is a process, not a set of discrete acts. Leadership is described as a sys-
tem where leaders constantly try to develop motivational responses to followers, as well as to
adapt differently to their responsiveness or resistance (Kotter, 1996; Viitala, 2005; Yukl, 1998).
As a comparison, authors often reflect differences between transactional and transformational
leadership. The transactional leadership style is focused more on rewards and punishment than on
transforming mindsets or involving the employees (Bass & Avolio, 2000; Yukl, 1998).

Bass (1985) has developed the ideas of Burns’ TL concept. The basic idea of Bass is that TL can
be clarified in terms of the impact leaders have on followers. These effects and reactions can be
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seen, for example, in the followers’ feelings of trust, loyalty, respect for leaders, and willingness
to go beyond their job description. According to Viitala (2004) the TL style is a long process and
its results can be seen in the long run. In order to transform and motivate employees, Bass sug-
gests that leaders should pursue the following guidelines:

1. Make employees more aware of the importance of the task outcome;

2. Encourage employees to exceed their own self-interest concerning the organization or
team; and

3. Trigger employees’ higher-order needs. (Birasnav et al., 2011; Yukl, 1998)

The four dimensions of TL are idealized influence (or charisma), inspirational motivation, intel-
lectual stimulation, and individual consideration, as presented in the Table below.

Table 1. The four dimensions (the 4 Is) of TL
TL and the 4 Is Characterization

Idealized Influ- | Refers to how leaders’ admirable behavior can cause followers

ence to identify with the leader; appealing to followers on an emo-
tional level. This is about leaders’ ability to provide a role model
for their followers by having a clear set of values and demon-
strating them in every action.

Inspirational | Leaders articulate a vision that is interesting and inspiring to

Motivation followers, challenge them with high standards, communicate
optimism about future goals, and provide meaning for the task at
hand. Followers need to have a strong sense of purpose if they
are to be motivated to move forward individually as well as
within groups.

Intellectual Leaders are able to increase the awareness of problems and per-
Stimulation suade employees to deal with them from different perspectives.
Moreover, leaders challenge assumptions, take risks, and seek
ideas from employees to stimulate and encourage creativity
among them.

Individual This is about how the leader attends to each follower's needs,
Consideration | acts as a mentor or coach, and listens to their concerns and de-
mands. This also covers the need to respect and celebrate the
individual input that each employee is able to contribute to the
team.

TL can be clarified as being processes aiming to build commitment toward organizations’ goals
and empowering employees to achieve these goals. In addition, some theories suggest that with
TL it is possible to explore the effects leaders have on organizational culture while accomplishing
organizational objectives.

According to Bass and Riggio (2006), the variables of the different dimensions (the 4 /s) are not
explanatory per se, but the substantial value is in the process as a whole. This means that the dif-
ferent dimensions are all needed in order to influence people and partners, as well as to accom-
plish positive outcomes with collaboration (Kotter & Cohen 2002; Senge 2003). The four dimen-
sions can also be looked at as different roles that are beneficial in changed situations. TL is able
to boost creativity and innovation, since the idea is to stimulate and be involved with the partici-
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pants in developing processes rather than being the source of groups’ innovation. The responsibil-
ity for the leadership in this sense is not to tell participants what to do but to encourage and pro-
vide a climate that supports their creativity and innovation efforts. TL has positive outcomes re-
lated to trust, group performance with groups that are not in contact face to face, and cohesive-
ness among work groups in general. These are gained by maintaining the integrity and dedication
of followers and participants. In addition, the fairness and faith that associates perceive from TL
behavior has a significant influence on positive outcomes (Bass & Riggio, 2006; Birasnav et al.,
2011;Yukl, 1998).

Methodology

The aim of the study is to clarify how creativity for the fuzzy front-end innovation processes can
be supported by transformational leadership. Additionally, the study aims at recognizing a) chal-
lenges that organizations confront at the beginning of creativity and innovation processes and b)
what characters of transformational leadership are emphasized as well as how leaders should re-
act during these challenging processes. However, in this study managerial or leadership roles are
not reflected with the common and somewhat traditional distinguishing (Figure 2). In this study
the employees are white-collar workers i.e. Sales managers and leaders (Vice President and Pres-
ident) are also owners of the company. The leaders represent a new generation at the ownership
level and as consequence some of the managers have been working longer for the company than
the leaders themselves.

Background of the Case Study

The case company is a medium sized organization that operates internationally in the wood proc-
essing industry. In addition to traditional timber production and timber components, the company
makes laminated timber, planed timber, and weatherproofed columns, as well as other impreg-
nated products. The headquarters and seven area units are located in Finland and the company
has, on average, 740 employees.

The data used in this study is a partial case from a wider action research-based development pro-
ject, which aims at revealing the hidden innovation potential at different levels of an organization.
The action research-based project is called the Innovation Catcher. The Innovation Catcher is one
of the tools based on innovation theories and applied to different needs in different organizations.
It has been developed in co-operation between a university and local industry in the Lahti region
of Finland and has been tested in research and development projects from 2007 to 2008. In addi-
tion to the basic shop-floor level of industries, the Innovation Catcher has been tested in public
sector organizations whose distinctive features present new challenges. Furthermore, the Innova-
tion Catcher was also tested in the expert organization that is the case company in this particular
study (Kallio & Konsti-Laakso, 2011).

In this particular case study, the focus of the Innovation Catcher was to improve the exploration
and use of customer knowledge, primarily between managers and leaders, and therefore was ini-
tially chosen to be analyzed in this paper. Managers continuously received the required figures
relating to customers and current needs but the weak signals of possible near future needs could
not be deduced from these figures. When the salespeople returned after a visit to a customer, they
might inform their manager about important observations, but this was not done in any systematic
way and potentially relevant information got lost. (See more about the action research process
and Innovation Catcher: Kallio & Bergenholtz, 2011; Kallio & Konsti-Laakso, 2011).
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Table 2. Core phases of the Innovation Catcher process
(Source: Kallio & Konsti-Laakso, 2011)

Phase

Content

Working method ‘ Output of the phase

1. Diagnosis: locating the development need

1.1. Meeting the
leaders

Need and resources
for the process

Meeting

What do leaders think
about the current state
of things?

1.2 Interviews

Presupposition of
where to target the
actions

Awareness of the
state of the innova-
tion capability of the
organization

Semi-structured
interviews

What do managers
think is the current
state of things?

1.3 Session 1

The actual develop-
ment focus and indi-
vidual motivation

Creative working
methods

Shared view of the
development focus;
Motivation to continue

2.

Creating content

2.1 Session 2

Idea generation

Creative working
methods

Ideas for practices,
roles, models that en-
hance innovativeness

2.2 Work assign-
ments

Testing the ideas

Observation, notes,
researcher mentor-
ing

What is possible to
implement in everyday
work?

2.3 Session 3

The questions that

Creative working

A solution that will be

need to be solved methods implemented
3. Agreement
3.1 Agreement Resources and com- | Meeting table with | To ensure different
mitment roles viewpoints

3.2 Reflection

Evaluation

Reflective dis-
course, question-
naire

To evaluate the process
and innovation capabil-

ity

Data Gathering

The qualitative research method is a semi-structured interview, as it allows interviewees to ex-
plain their own perceptions and matters concerning themselves more freely. This is especially
relevant when the object of the research is not fully clarified, when the area is unknown or, espe-
cially, when answers are wanted to be set in a wider context (Hirsijarvi & Hurme, 2000). The in-
terviews were conducted by two researchers. The themes of the interviews were the channels
through which salespeople’s ideas were moved on in the organization, their ways of acquiring
knowledge related to customers and colleagues, their motivation for their work, their perception
of the leadership behavior, and the overall atmosphere in the company (as a whole) and its area
units.

As the interview process evolved and the understanding and the knowledge of the researchers
accumulated, some more specific questions were added to the semi-structured interviews. The
software ATLAS.ti was used to help analyze the data. The reliability of coding is important in the
evaluation of the reliability of research. To ensure reliability, it is recommendable that two (or
more) individuals will do the coding independently. The degree of agreement between coders is a
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measure of reliability in coding (Ghauri & Grenhaug, 2002). Content analysis was by coding the
innovativeness, creativity, and knowledge sharing factors and leadership behavior needs sepa-
rately from each interview. The feedback from the interviews was given collectively. The feed-
back was shared so that the most common problems were stressed and no individual respondent
could be identified.

The research material for this case was gathered between May and June 2007. 14 interviews were
recorded, varying from one to one and a half hours. Our research subjects were white-collar
workers, that is, 12 salespeople and the two owners of the company (referred to hereafter as the
‘new leaders’). In addition, some of the salespeople had subordinates for whom they were respon-
sible. Furthermore, pairs of salespeople were responsible for certain foreign customers. At the end
of the year 2008, a follow-up meeting was held with all the company participants and their feed-
back and experiences were shared orally. Additionally, some participants also sent written feed-
back via email to the researchers who had given some written questions to consider at the end of
the follow-up meeting.

Observational evidence is often useful in providing additional information about the topic being
studied (Yin, 2003). The idea generation sessions of the Innovation Catcher were observed. The
sessions were based on four themes: shared vision, ways to acquire customer-related knowledge,
motivation, and practices for sharing the knowledge. In these sessions, ideation was done collec-
tively with the help of creative methods. Four researchers facilitated the sessions and at the same
time took notes about the session, especially the behavior of the leaders. The observation concen-
trated on the role of the leaders during the sessions: Did they participate in the sessions? Did they
take part in conversations and group work? Did they generate ideas and insights? How did they
behave and discuss during the session? How did employees seem to react on leaders’ contribu-
tions or comments?

Findings
Next, the findings of this study are introduced. The quotations from the interviews are divided
into different tables related to themes, such as interaction, knowledge sharing, leadership, etc.
Answers from the interviews are bridged to the theory of transformational leadership and its four
different dimensions, i.e., characteristics (detailed in Table 1, p. 26). Please note that all quota-
tions are translated freely from native language to English by the authors.

Challenges in Fuzzy Front-end Innovation Processes

The problem pertaining to creativity and knowledge sharing in the case company has been that
employees in different area units do not meet because of geographic distance. Usually short dis-
tances facilitate face-to-face interactions and thus foster knowledge transfer and innovation. Es-
pecially the transfer of tacit forms of knowledge is easier when the distance is small (Boschma,
2005; Knoben & Oerlemans, 2006.) The geographic distance in the case company also means
social distance between employees. The capacity of an organization to innovate may thus require
social proximity (Boschma, 2005; Parjanen, 2012b). Even when the company atmosphere was
described as good in the interviews, there was mistrust between employees in different area units.
There were doubts as to whether employees in some other sales units work for their own interest
or that of the whole company. The interviewees also revealed a different kind of working culture
in area units. When organizational cultures or subcultures are similar, organizations are expected
to interact more easily and with better results, because common interpretations and routines allow
them to interpret and give meaning to actions without making all these interpretations explicit
(Knoben & Oerlemans, 2006). The challenge in innovation activities is to prompt members of
different subcultures to interact with each other.
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Table 3. Quotations about interaction

Represen- | Quotation Characteristic
tative
Sales Man- | We have had continuous changes and even the HQ has had Inspirational
ager rapid developments. It is very normal that new salespeople are Motivation
not aware of all the details and procedures in all units.
Sales Man- | Before this merger, all salespeople handled their individual Inspirational
ager market areas alone. Now they should handle things in pairs Motivation
with members from other units as well as from totally differ-
ent business cultures.
Vice Presi- | I think that it is not so easy to approach the owners of the Inspirational
dent company and suggest any improvements. Motivation
Sales Man- | I am very familiar with everything and I know our own people Individual
ager very well. They are sincere and therefore I am able to tell them | Consideration
positive as well as negative things straight up.
Vice Presi- | Well, there are people who are not so willing to share informa- Individual
dent tion and are quite happy to work as independently as possible. | Consideration
They are very proud of their customer relations and do not
want anyone to interfere in those relations.
Sales Man- | It’s not so easy to approach salespeople from different area Inspirational
ager units. Such situations are stiffer than having this discussion Motivation
here; meaning that they are not big on small talk.
Sales Man- | Of course, there will always be this relationship between the Inspirational
ager HQ and the area units. You cannot thoroughly unite people Motivation
unless you really put them concretely in the same office where
they have to meet every day.
Sales Man- | We do not really have collaboration on a daily basis with Idealized Influ-
ager salespeople at the HQ; especially as we all have our own areas ence
of responsibilities and, depending on the products, we might
be at different points of the market stages too.

Most innovation happens at the boundaries between disciplines or specializations (Leonard,
1995). In the case company, ideas and knowledge have not crossed the borders of segments or
departments, and one interviewee, for example, said that sales do not provide enough ideas to
develop manufacturing. Carlile (2002, 2004) has shown how the creation of new knowledge is
facilitated when knowledge boundaries are crossed. Working across boundaries is a key ingredi-
ent in competitive advantage and also explains why innovation is difficult to create and maintain.
The level of novelty will determine the complexity of the knowledge boundary. When the level of
novelty increases, the associated path-dependent nature of knowledge may have negative effects,
and make knowledge sharing and creation difficult (Carlile, 2002, 2004).

The data revealed a need to develop a more open atmosphere. The leaders have tried to break this
homogenous form by planning, together with the employees, different ways of sharing knowledge
between individuals, as well as between area units, whilst emphasizing the importance of infor-
mation from outside the organization (see Table 4). How organizations use the ideas and knowl-
edge of external actors in their innovation processes is at the center of the open innovation model,
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and other similar conceptualizations of innovation (Laursen & Salter, 2006). What open innova-
tion means is that an organization needs to open up its boundaries to let valuable knowledge flow
in from the outside in order to create opportunities for co-operative innovation processes with
partners, customers and/or suppliers (Enkel, Gassmann, & Chesbrough, 2009). The leaders of the
case company highly valued the ability to absorb and share information from the customers.
Many previous studies emphasize, among other knowledge sources, the importance of customers
as a source of novel ideas. Everyone (even the weak links) is essential in sustaining the competi-
tive advantage of the company. Therefore, it is crucial that knowledge and the developed systems
are shared throughout the company.

Table 4. Quotations about knowledge sharing

Representative | Quotation Characteristic
Sales Manager As the Vice President stated now there are about twen- | Idealized Influ-
ty of us here today, it would be beneficial to share in- ence

formation amongst each other; particularly information
from those that actually visit customers and other area
units and are able to see and hear things.

Sales Manager The case is that when you go to meet people, you see Idealized Influ-
and hear things. Whilst there you might have ideas to ence
improve or develop things.

Sales Manager After this latest merger our procedures have changed a Intellectual
lot. Perhaps this has also created the feeling that we are Stimulation

allowed to develop things — people are more willing to
share ideas.

Vice President Of course, salespeople pass information to me, but I Intellectual
like to make calls and have personal conversations with Stimulation
them because they are the ones who see and hear things
on the spot.

Vice President Trying to challenge Sales Managers to be more active Intellectual
with customer relations. Stimulation

Sales Manager There is definitely nothing negative about it. No one Intellectual
has said “Do not think. Do not develop.” But I have Stimulation

had the feeling a few times that ideas are not taken on
board — even to the point of considering investigating
the matter.

Leadership and the Required Conditions for the Action Research
Process

The case company had recently experienced a change in leadership. The case company leadership
is quite traditional but the atmosphere is gradually changing. One example is that the new leaders
decided to take part in the Innovation Catcher project. The new leaders are still dealing with the
baggage that the former leader created over the years. The former leader still influences day-to-
day affairs in the organization. As was stated several times in the interviews, the former leader
was very demanding and challenging but he also made the company successful for many years.
The employees’ perceptions of the former leader are respectful and grateful. One respondent said:
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“As annoying and frustrating as it may be that the former leader might, for exam-
ple, have sold products to another customer that you had already promised to an-
other, you cannot really be mad at him because you notice yourself admiring him
because, even in his old age, he had a special hunch as to how to keep the business
going successfully”.

Naturally, some respondents felt that changes at the ownership level were more than welcome.
Some interviewees mentioned that one advantage regarding their own job development is that it is
easier to discuss their future plans with the new leaders of the same age group. The perceptions of

the leadership in the case company are introduced in the next Table.

Table 5. Quotations about leadership

Representative

Quotation

Characteristic

Sales Manager

With the new leaders it is easier to bring out your own
ideas than with the former leader. There was a huge
gap with him; he’d been leading in his own style for so
long and it was not so easy to just make small talk with
him.

Idealized Influ-
ence

Vice President

It is quite nice to think over these things. We must be
developing. I’'m not so interested in the situations
where we would have to reach for external help, mean-
ing consulting. It would mean, in my view, that in such
a case I would have failed. I think that the company
should be able to figure things out on its own as much
as possible. So this is a very good way to develop
things — with the university.

Idealized Influ-
ence

Sales Manager

This kind of development project should have been
organized a bit earlier — specifically, when our last
merger with our newest area unit was taking place. But
better late than never.

Idealized Influ-
ence

Sales Manager

Compared to the former leader, the new leaders are
more approachable, energetic, and they both have com-
passionate personalities.

Idealized Influ-
ence

Sales Manager

In my opinion, having you here from the university
brings all the salespeople together, aiming to develop
our practices and products so that we could be more
independent abroad. Currently, we are leaning quite a
lot on our leaders.

Inspirational
Motivation

Sales Manager

This project seems to be a platform that enables devel-
oping collaboration, idea generation, and deepening
informal conversations. I mean that, in this case, this is
areally good thing.

Inspirational
Motivation

Both the new leaders and the employees are obviously interested in sustaining the competitive
business environment and some changes can clearly be seen. First of all, there are two new lead-
ers with noticeably different formal roles (see Table 6). The Vice President is focused on people
and innovation processes, and he operates mainly from the headquarters. The President is more
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responsible for finance and systems, and he moves between the company units and the headquar-
ters. Thus, both leaders can influence different kinds of people and appeal to various emotional
levels (Bass & Riggio, 2006). However, the main point is not related leaders’ formal roles in the
organization, instead it is more beneficial for the company when all participants get along, share
thoughts and ideas, and are committed to developing the work environment and processes collec-

tively (Paalanen & Hyypié, 2008).

Table 6. Quotations about leadership roles

Representative | Quotation Characteristic

Vice President I make visits to different teams and units, trying to mo- | Idealized Influ-
tivate them and developing team spirit. However, it is ence
not always positive matters that I have to handle, some-
times there are really unpleasant things to discuss.

President The Vice President and I have divided our tasks and Idealized Influ-
responsibilities My responsibilities are certain business ence
branches, certain area units, and I’m more responsible
for financial matters.

Vice President My motivation does not come from financial figures, Inspirational
even though they are very important to the company. Motivation
My motivation is about making things run smoothly,
ensuring people feel good, achieve targets and succeed
in their activities.

President I think one of our tasks is to create possibilities to test Intellectual
ideas and to accept some failures too. Stimulation

Sales Manager Both new leaders are good at listening and they do not Individual Con-
forbid anything immediately. It is a very good leader- sideration
ship characteristic — patience.

Sales Manager With the new leaders I achieve decisions rapidly, which | Individual Con-
is beneficial of my duties. sideration

Sales Manager I have had a straight answer from the leader that ‘this is | Individual Con-
a good thing’, ‘go for it” or ‘this not quite right’, ‘let’s sideration
skip it for now’.

Different characteristics were not interpreted as actions from a certain leader (the Vice President
or the President) during the development process. Instead, it became obvious that TL characteris-
tics can be shared and successfully performed simultaneously by the two leaders during the same
development process with the same participants. In this study, shared leadership roles among in-
dividuals enabled creativity and a collaborative atmosphere. Comparing the era and leadership
behavior with that of the former leader, the new leaders were more effective in encouraging their
employees to try completely new, or even uncertain, conditions in their daily practices. Addition-
ally, by sharing the TL style, the leaders were more often able to give the valuable individual at-
tention and support to the sales managers (Bass & Riggio, 2006).

Supporting Creativity by Leadership

The aim of TL behavior is to be involved with the participants in fuzzy-front end innovation pro-
cesses rather than be the source of groups’ innovation (Bass & Riggio, 2006; Birasnav et al.,
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2011). In the case company, the leaders have contributed, for example, to the meetings where it
was considered how and why knowledge should be shared. By appearing as role models, the
leaders have challenged the participants to do the same, and perhaps even more, in the meetings
aimed at developing creativity and communication in the organization. In addition, rapid changes
in the industry in general accentuate the need for diversified knowledge as well as creativity in
the organization.

All the interviewed research participants were very busy, important individuals. The effort they
made to attend the required meetings was essential. Their busy schedules rarely allow for a meet-
ing to simply develop their own tasks and working environment. One major point in the case
company has been the participation of the leaders (see Table 7). They have both been present at
all the meetings and tried to contribute as one of the “regular workers”. All the employees in
these meetings have also gained, at least to some extent, the attention of the leaders and have had
extra support to their ideas and demands, as TL theory suggests. Many interviewees said that,
compared to the former leader, it is easier to discuss things with these leaders. They have contrib-
uted, for example, to the tasks that this research has challenged the participants to do. In this way,
they have been able to stimulate employees to create new ideas and encourage them to improve
the current functions (Bass & Riggio, 2006; Birasnav et al., 2011). It is crucial to establish a
trustworthy atmosphere, which helps employees to overcome their reluctance to share knowledge
(Miles et al., 2005).

Table 7. Quotations about participation

Representative | Quotation Characteristic
Sales Manager This is a very good company; meaning that these own- | Idealized Influ-
ers have a really strong vision and, undeniably, have ence

succeeded so well that, of course, it is hard for anyone
to go and say that there might be things that they (the
owners) do wrong. But somehow I think that people are
not so committed to their work or organization, and I
believe there is plenty of room for improvements. It
would also be a competitive advantage if people would
put more effort toward their tasks and information shar-

ing.
Sales Manager It’s really our asset to be able to be rapid and flexible in | Idealized Influ-
different situations. In the markets we are much faster ence

than our bigger competitors. In this circumstance, we
should be able to make more out of it — in order to sus-
tain this advantage in the future — maybe even do bet-

ter.
Sales Manager We had this person who had a lot of ideas. He was also Intellectual
very brave, because sometimes the ideas were good and Stimulation

sometimes they weren’t that good. But his behavior
could be quite challenging to the company and produc-
tion level. It is good though, that even mistakes are ac-
cepted.
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Sales Manager In my opinion there should be more and more meetings Intellectual
where we focus on development and innovative solu- Stimulation
tions. I think this is also a necessity if we wish to sus-
tain competitive advantage and make a difference
among competitors.

Sales Manager It is rewarding for me to have a job that is independent Intellectual
and I have a room for my own thoughts and solutions. Stimulation
Readymade and strict instructions are not for me.

Sales Manager This is a really good place to work: you are able to self- Intellectual
actualize, you have responsibilities and the power to Stimulation

make a difference. Of course, this demands good self-
esteem and the capability to perform at your best.

Sales Manager Well, now we are having some feedback in our meet- Individual Con-
ings, we are simplifying area tasks and responsibilities, sideration
and even have individual budget targets.

Sales Manager I appreciate that we are allowed to work independently | Individual Con-
and we are not demanded to check every little thing sideration
from top management. And this allows us to be quite
free to develop and try different things.

Based on the interviews, a baseline for enhancing creativity is a clear and shared vision for the
future. Additionally, the leadership style should be proactive as well as allowing mistakes to be
made. Regular meetings and interaction were seen highly valuable for boosting collaboration. It
was also greatly appreciated by the sales managers that the leaders wanted to raise the level of
development and innovations in the existing systems — and not bring completely new require-
ments into the already busy daily practices. The sales managers considered that freedom, respon-
sibility, power, and autonomy cultivate willingness to develop and share ideas. Pride in being an
employee of this organization and trust gained from the leaders were points also construed in the
interviews. Furthermore, the sales managers feel that they are allowed to be and to perform as
they are, in other words — they feel that they are accepted as themselves.

Discussions and Implications

In order to enhance creativity and motivation in fuzzy front-end innovation processes, the re-
search participants decided to organize meetings at the different units of the company. At very
meeting present were the salespeople and people from the operational level intent on gaining in-
formation from different units and levels of the organization. The meetings, even though casual in
nature, had a certain agenda and aimed at achieving a better understanding of each other’s work
and better transferability of knowledge throughout the company. There was also an interest to use
different creativity methods to solve problems.

The salespeople were enthusiastic in developing the systems and knowledge sharing. Their rela-
tively independent work required the support of the whole organization. The leaders’ behavior
related to idealized influence and individual consideration had had a positive effect on the em-
ployees’ motivation, commitment, and trust. To achieve this or get any extra effort from the em-
ployees for the organization, open communication and the leaders’ own commitment had to be
made visible. Naturally, the character of the employee significantly influences the leadership be-
havior, because the employees must also be open-minded and ready to try something new in order
to develop knowledge sharing and creativity in the innovation processes in the organization.
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According to the follow-up research and the meeting at the company, the development project
was essential. However, the situation was very different at the end of the project compared to the
beginning of it. At the beginning, the volume of customers was such that they had, and were will-
ing, to wait for their orders from the company, which could easily deliver the required products
and services. Everyone was quite satisfied and sales were running smoothly. At the end of the
project the whole wood processing industry experienced significant changes and the impact was
global. Customers’ needs could no longer be met and even the basic bulk products, previously the
main sales area, were lacking. However, the company did not stand still but eagerly innovated
more advanced products and service concepts.

During the development process it became necessary to change the primary goal of the Innova-
tion Catcher. The original idea was to share knowledge and ideas among colleagues, i.e. an at-
tempt to organize individuals’ intellectual capital and silent information. The changes in the glob-
al wood industry, however, forced the company to seek more concrete ideas to further develop
wood products and services for customers. This was also explained by the company president
who stated in the meeting: “Since we have now adapted to the changes required by the global
wood industry, it is time to look back and remember the main reason why this particular devel-
opment process was adopted by our organization”.

In the feedback, one respondent stated: “Perhaps we need more help from people outside the
company, in order to continue the good development work that we started with the Innovation
Catcher”. In other words, none of the respondents was dissatisfied with the Innovation Catcher,
and even though the main idea of the project had to change, the process was able to meet the re-
quired changes in general. Some changes were suggested in order to improve the Innovation
Catcher, such as meeting practices being more optional to the participants and more informal
conversations. In addition, there was a proposal about smaller team meetings to avoid having too
many people attending each meeting. Having clearer targets for all new projects from the very
beginning was also considered to be an advantage.

The aim of this study is to answer how creativity in fuzzy front-end innovation processes can be
supported by transformational leadership. TL behavior can be applied to creativity and innovation
processes, especially if related to actions when leadership is seen as different roles during a proc-
ess, instead of as actions or characteristics of a certain individual role. The leaders and managers
of the case study were able to successfully set aside their formal tasks and responsibilities at an
individual level and use their leadership for transformation, gaining successful and innovative
collaboration throughout the organization. The perception of leadership and commitment as well
as the development level of employees are critical aspects to consider because leadership behav-
ior only has a limited ability to control knowledge; it can only organize enabling conditions and
opportunities to push employees (Miles et al., 2000). Thus, with TL, creation and generation of
ideas are more likely to occur. Appropriate leadership behavior needs to be tailored to fit complex
and diversified organization settings and still retain the encouraging atmosphere required for
knowledge creation (Bass & Riggio, 2006; Yukl, 1998). TL ensures that the company reaches the
next level; the obtained knowledge will become organizational wisdom (Bass & Avolio, 2000). In
this situation, an organization does not lose knowledge, even if it were to lose one of its employ-
€€s or experts.

The study has some obvious limitations: the sample is part of a wider research project and its re-
sponse was minor; therefore, any findings can be treated as exploratory and no generalizations
can be made. Furthermore, the study was conducted in a family-owned organization and thus
does not represent a ‘conventional’ business environment in the international wood processing
industry in Finland. Therefore, the data merely describes the challenges to leadership and mana-
gerial roles within the creativity and innovation context of the organization.
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Conclusion

Innovations are widely seen as the driving force of economic growth and competitiveness. Crea-
tivity is an essential part of innovation. By enabling knowledge sharing opportunities and chances
for collaboration in daily practices, leadership supports efforts towards creativity and innovation.
Many TL studies are quantitative and literature review based (e.g., Birasnav et al. 2011; Gumus-
luoglu & Ilsev, 2009; Joo et al., 2012; Liu & DeFrank, 2011). This case study, which includes a
qualitative example, increases the understanding of how TL affects an organization’s ability to
enhance its creativity and innovation in practice during the development processes.

According to Bass and Riggio (2006) the different characteristics of TL are all needed in order to
influence people. And as a consequence, this data does not let us suggest directly which charac-
teristics of TL would be more essential than others in enhancing the creativity in fuzzy front-end
innovation processes. However, at the beginning of the development process it was construed that
the participants emphasized idealized influence and inspirational motivation in dominant leader-
ship styles. Individual consideration characteristic was also valued highly by sales managers but
this characteristic was perceived at certain phases of the development process. Though, this char-
acteristic was interpreted as a premised style for independent working methods of sales managers
and the individual consideration should be offered by leaders at all times. At the end of the devel-
opment work, and when dealing with issues like knowledge sharing, an emphasis on intellectual
stimulation in leadership style clearly rose from the data.

A novelty in the managerial implications based on this case study is that despite the formal and
“traditional” roles of leadership (Kotter, 1990; Miles & Snow, 1986; Mintzberg, 1989; Ulrich &
Beatty, 2002), the new leaders were able to use the characteristics of TL successfully and simul-
taneously in the same development process without any agreement in advance. These results give
the authors reason to suggest that leadership is highly beneficial when shared among diverse indi-
viduals without too strict differentiations (Drucker, 2007; Syddnmaanlakka, 2003). Together the
new leaders were able to influence all sales managers and have better engagement and communi-
cation about creativity, knowledge sharing and innovation.

Innovation is often dependent upon dissimilar knowledge and skills, which makes diversity im-
portant. This means that organizations need to be able to capitalize on diversity of their employ-
ees. Creative ideas and innovation potential is likely to be found in the diversity of knowledge,
skills, and experience. Future studies should concentrate more on the benefits of diversity be-
tween employees and somehow examine what degree or kind of diversity is most beneficial. Ad-
ditionally, it could be fruitful to explore TL and its characteristics beyond the organizational job
descriptions, for example, and study the required leadership roles based on their context at differ-
ent phases of organization development processes.
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