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Abstract
The purpose of this explanatory thesis is to study how leadership relates to innovation performance. The research findings 
aims to contribute to a deeper understanding of this relationship, and what actions management can take, in order to 
increase innovation performance. 

The thesis creates a model for the leadership stimulus influencing innovation performance. A survey was designed, 
based on the model, to assess the attitudes towards the studied parameters followed by the conclusive data processing, 
empirical findings, analysis and conclusions. The stimulus used in the study was Visionary Leadership, Learning Organi-
sation, Incentives and Resources spent on innovation.

The originality and value that this paper adds, is to analyse the joint effects of different leadership dimensions with 
regards to innovation performance in one single study, and also make a compound correlation of these dimensions. 

The study validated the positive relationship between the compound leadership dimensions and innovation perof-
rmance. Furthermore the study shows that the strongest direct correlation was between visionary leadership and innova-
tion performance as well as between learning organization and innovation performance. However, the research could not 
establish any clear relation either between incentives and innovation performance, nor resources spent on innovation, and 
innovation performance.

KEYWORDS – innovation, visionary leadership, learning organization, incentives, resources, performance
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Given the assumption that innovation is important for a 
company’s survival, it was relevant to study what factors 
that makes a company innovative. 

One approach is to study what can be done by man-
agement to induce innovation. What are the relevant initia-
tives that can be taken by management and what initiatives 
has no significant impact at all?

1.1  Definitions of terms used in this thesis

Innovation can be defined in an almost infinite number of 
ways. It is defined in the dictionary Merriam Webster as “a 
new idea, device, or method or the act or process of intro-
ducing new ideas, devices, or methods” (Merriam-webster.
com, 2016). In the Oxford English Dictionary there are a 
number of definitions referencing back to the 16th century, 
e.g., “The action of innovating; the introduction of novel-
ties; the alteration of what is established by the introduc-
tion of new elements or forms” (Oed.com, 2016a)

A third definition comes from the strategist Peter 
Drucker: “The act that endows resources with a new capac-
ity to create wealth.” (Drucker, 1985).

In this thesis, the term leadership is defined as “the 
action of leading and motivating a group of people or an 
organization, or the ability to do this”, by the Oxford Eng-
lish Dictionary. (Oed.com, 2016b)

Executive management is defined in this thesis as a 
team of individuals at the highest level of the organization 
responsible of managing a company or corporation’s strat-
egy and direction.

The definition of innovation performance is defined 
in this thesis as the outcome of created assets in terms of 
products or services that are actually deployed successfully 
- not the total number of ideas, which is in fact not at all 
relevant from an economical perspective. E.g., a company 
with a lot of ideas that has no potential of being successful, 
nor having the potential to be demerged, nor having a high 
innovation performance according to this definition.

1.2  Background

1.2.1  Brief historical perspective

Related to innovation, as a driver for change, is the ever 
ongoing cycle with introduction of new companies as well 
as extinction of older ones is nothing new for our century 
or decade. Creative destruction is a term coined by Joseph 
Schumpeter in his work named “Capitalism, Socialism and 
Democracy” (Schumpeter, 1947). The term refers to a “pro-
cess of industrial mutation that incessantly revolutionizes 
the economic structure from within, incessantly destroying 
the old one, incessantly creating a new one.” (Schumpeter, 
1947, p.83). 

Steve Denning, author of several books in the man-

1  Introduction
It has become increasingly important for companies to 
practice innovation to maintain a competitive position in 
a market or to create new markets (Wall, 2016). There has 
been a lot of examples where innovative ideas have made 
a significant change in the market. One example of this 
can be taken from the music industry. Live concerts in ra-
dio was replaced by the vinyl records, replaced by the CD 
players, then the mp3 player followed by streaming services 
such as Spotify.  Great innovation has spawned new com-
panies, such as Tesla Motors and Über, or made companies 
more profitable or competitive, such as Apple with iPhone 
or Axis shifting focus to network cameras. 

For some established companies innovation has 
caused problems, as they have not picked up new trends 
created by others quickly enough. Some examples from the 
automotive industry may be Volvo that hesitated to adapt 
to the trend of SUV segment and Chrysler not following 
the trend of cars consuming less fuel. In the mobile indus-
try, Nokia did not catch the wave of smart phones quick 
enough.

“Failure is an option here. If things are not failing, 
you are not innovating enough.”
- Elon Musk

For some companies, lack of following new trends, may 
eventually have lead to their death such as Kodak that failed 
to enter the era of Digital Photography.

At first, it is hard to predict which ideas will be suc-
cessful - and especially which new ideas that will eventually 
make a big impact. The initial intentions of the innovation 
may not be correct, considered as failure - but could be used 
in a totally different context. Sometimes the innovative ide-
as can not be realized when created, but perhaps a few years 
later when the prerequisites are there - from the demand in 
the market - to the maturity of required technologies, or 
other dependencies. For some companies it may be hard to 
leave an existing and successful business in order to invest 
in new technology, services or markets. 

All in all, if a company does not have enough capa-
bilities to innovate, it must be confident that the present 
business will stay prosperous and competitive forever. In 
most cases, especially in the domain of technology, this 
rarely happens.

A lot of research has been made around the subject of 
innovation - and most companies are aware of its impor-
tance. A lot of research has also been done in terms of why 
and where innovation leads to disruption - but in mostly in 
retrospect. As it is hard to predict in advance which ideas 
will be successful before they are invented - the most im-
portant thing is to create them in the first place.
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Figure 1-1. – Average company lifespan on S&P 500 Index (Copeland, 2014)

agement and leadership genre states that fifty years ago, the 
so called “milking the cash cow”,  where companies could 
dwell on success and linger with a stable portfolio could go 
on for many decades (Denning, 2016). It is very different 
today with globalization and the shift in power in the mar-
ketplace from seller to buyer. This dramatically shortens the 
life expectancy of firms that are merely milking their cash 
cows. “Half a century ago, the life expectancy of a firm in 
the Fortune 500 was around 75 years. Now it’s less than 15 
years and declining even further” (Copeland, 2014). This 
pattern is illustrated in Figure 1-1 on page 9.

That is a good illustration of Schumpeter’s churning 
and creative destruction, and it’s probably safe to predict 
that almost all of today’s Fortune 500 companies will be 
replaced by new companies in new industries over the next 
50 years or so. This is a natural flow, and for that we should 
be thankful. The depicted constant turnover in the Fortune 
500 is a positive sign of the dynamic and innovation that 
characterizes a vibrant consumer-oriented market economy. 
It is an evidence that the need for continuous innovation is 
the ever increasing goal for companies that want to endure 
and flourish in today’s hyper-competitive global economy.

1.2.2  Examples of companies failing or succeed-
ing with innovation.

One example of a company that failed to be innovative is 
Kodak. Historically, Kodak used to be innovative in cre-
ating new products and ideas and that used to embrace 
change. Then it seems that the visionary leadership disap-
peared. Complacency grew and the company did not enter 
the digital world as fast and willingly as the competition. 
Ideas and initiatives were ignored and focus was mostly on 
the existing market and its’ challenges of maintaining the 
old (Kotter, 2012).

Elon Musk, CEO of Tesla Motors and of SpaceX is a 
frequently quoted example of a visionary leader. His lead-
ership style seems to revolve around innovation and there 
seems to be nothing that stops him from pursuing his ideas 
and to implement them in the company’s’ products.

1.2.3  The need for science in innovation

Let’s consider the following three findings from academia:

1.  According to scientific research, an entity must grow. If 
it does not grow, it “…makes the firm’s prospects high-
ly unattractive in finite time and bankruptcy practical-
ly certain in the long run.” (Gordon, 2003, p.25). So, 
growth is crucial. To grow, there has to be innovation 
to compete in an existing market or to establish a new 
market.

2a. According to a report on new product development, 
Frost & Sullivan states that the probability of an in-

“Cutting the deficit by gutting our investments in 
innovation and education is like lightening an over-
loaded airplane by removing its engine. It may make 
you feel like you’re flying high at first, but it won’t take 
long before you feel the impact.” 
- Barack Obama 
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ed key factors, this thesis will by choice focus on leadership 
directed to innovation and how management can influence 
the outcome and innovation performance. 

1.3.1  Addressing the importance of innovation

A common delimiter for companies that do not survive is 
how they handle complacency, and the inability to embrace 
change (Kotter, 2012). Some companies are stuck in a suc-
cessful business and can not see, or do not want to see, 
necessary change in order to survive.  

A common example widely used for companies not 
being innovative, nor catching the wave of innovation that 
leads to disruption, nor being aware of and adapt to chang-
es, is Facit AB. In an interview with one of the senior man-
agers at Facit (Pettersson, 2003), the reason for bankruptcy 
was the inability to react on the electronic calculators from 
Japan.

The majority of managers and business academics 
know that handling change is important for survival. Pre-
dicting the future is important. To see change coming is 
even more important and difficult. Craig Sherer, the found-
er of “Insight Product Development” put it in this way: 
“Companies must constantly monitor this dynamic land-
scape to keep abreast of the ‘new normal’ and respond ap-
propriately.” (Sherer, 2015)

To capture and efficiently utilize innovation is a very 
difficult tasks for most organisations as the focus of activ-
ities carried out by management tend to circle around the 
current business, and resources are prioritised to secure on-
going deliveries and customer agreements. Each activity is 
connected to its business value and return of investment. 
Innovation in general is the countermeasure to complacen-
cy and embraces change. 

As an extension of the term innovation, Joseph L. 
Bower and Clayton Christensen coined the expression 
Disruptive Innovation in 1995 (Bower and Christensen, 
1995).He used this term to describe the process where a 
company innovates and creates a new product in the lowest 
priced segments of a market and then how this product 
builds successively stronger propositions moving higher up 
in the segments of that market and in the end making the 
competing products obsolete or at least peripheral. This 
is for instance what happened in the Hard drive industry 
from the mid 1970’s to the ever smaller sizes of disks until 
the end of the 1990’s, mostly driven by IBM (Christensen, 
1997). For many companies, disruptive innovation might 
be the end strategic goal but to get there, intentionally and 
in a controlled way, managing regular innovation is the 
foundation.

This thesis will not aim to evolve around the theory of 
disruptive innovation as such, but as disruptive innovation 
is assumed to be an optimal outcome of innovation, the 
thesis will include a literature review of the term and it’s 

novation creating growth (covers its own development 
costs) is under 1 percent (Frost and Sullivan, 2016). So, 
growth is obstructed by a high risk of failure even if one 
has a promising innovation at hand.

2b. According to Christensen and Raynor it is a staggering 
76 percent of all innovations that fail to deliver profit 
(Christensen and Raynor, 2003). This is slightly better 
odds than in 2a, but still daunting. Failure means cost 
and loss of future profit.

To continuously succeed in the market, a given company 
must counteract the poor odds to successful innovation and 
find the right solution to the right problem at the right 
time - and do this every time. This can not be achieved 
without the use of science to create a capability to validate 
the actions and expenditure of the resources and create val-
ue through innovation (Gordon, 2003)

Many companies pursue innovation as creation of new 
ideas. Common activities cover brainstorming, innovation 
competitions, open innovation etc. This will not suffice. To 
consistently deliver a unique value proposition, companies 
has to rely on science. Again, this thesis will attempt to as-
sess the relationship between various leadership aspects and 
innovation outcome.

1.3  Problem discussion

How can some companies continuously be successful over 
time, while other companies fall behind, towards a certain 
death? All of them start off with strong entrepreneurs, good 
ideas, and some of them will eventually become very suc-
cessful, with an opportunity to expand internationally.

Pangarkar discusses what companies should do to cre-
ate increased growth in his book “High Performance Com-
panies : Successful Strategies from the World’s Top Achiev-
ers” (Pangarkar, 2012). He lists a number of key strategies  
for long term survival, such as: Building durable assets; Fo-
cus on small wins (incremental development); Innovation; 
Advance strategically and competitively during a crisis; as 
well as being aware of the Incremental and embrace change. 

To assess all of these key factors, presented by Pan-
garkar above, is out of scope for this work. Among the list-

“Out-innovating them is the way to beat China. And 
to do everything that we do in this country to support 
innovative policy, that drives innovation and new 
products and more jobs and creates jobs. You can’t - 
you can’t put a wall up around here. We tried that in 
the ‘30s. It didn’t work.” 
- Jack Welch
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organizations to be successful in innovation in an article 
(Govindarajan, 2011) as follows:

1. A compelling case for innovation. 
2. An inspiring, shared vision of the future. 
3. A fully aligned strategic innovation agenda. 
4. Visible senior management involvement. 
5. A decision-making model that fosters teamwork in 

support of passionate champions. 
6. A creatively resourced, multi-functional dedicated 

team. 
7. Open-minded exploration of the marketplace drivers 

of innovation. 
8. Willingness to take risk and see value in absurdity. 

theories. Then it is up to the future to determine whether 
the innovation turned out to be disruptive or not.

1.3.2  Factors that influences a company’s ability 
to innovate  

What factors influences a company’s ability to innovate 
then? A thorough literature study made by Schmidt and 
Druehl lists 9 key factors and 31 sub-factors based on 
searches from over 100 different studies (Schmidt and 
Druehl, 2008). The key factors are listed in Table 1-1 on 
page 11.

Vijay Govindarajan is a Professor at Dartmouth’s Tuck 
School of Business. He summarizes his nine key factors for 

Key Factor Sub-factors

Technology
Utilisation of technology
Technical skills and education
Technology strategy

Innovation process Idea generation
Selection and evaluation Techniques
Implementation mechanism

Corporate strategy Organisational strategy
Innovation strategy
Vision and goals of the organisation
Strategic decision making

Organisational structure Organisational differentiation
Centralisation
Formality

Organisational culture
Communication
Collaboration
Attitude to risk
Attitude to innovation

Employees Motivation to innovate
Employee skills and education
Employee personalities
Training

Resources
Utilisation of slack resources
Planning and management of resources
Knowledge resources
Technology resources
Financial resources

Knowledge management Organisational learning
Knowledge of external environment
Utilisation of knowledge repositories

Management style and leadership
Management personalities
Management style
Motivation of employees

Table 1-1. – Factors influencing an organisation’s ability to manage innovation
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The result of these identified dimensions can be found in 
the Table 1-2 on page 13.

1.3.3  The fourth dimension

Apart from these three key dimensions there is one contro-
versial factor that research have not yet fully illuminated: 
Incentives directed towards innovation.

According to Oliver Baumann and Nils Stieglitz, a 
survey among 305 German companies between 1980 and 
2011 showed that these companies delivered in average 
11% return to the founders of ideas compared to what the 
ideas generated to the companies (Baumann and Stieglitz, 
2014). 

Also, quoting a study published by CMS, a compari-
son between European companies gives an indication of 
using incentives connected to patents:

“The stage at which companies actually transfer inventor 
rewards to staff varies significantly across Europe. As was 
found in last year’s survey, 92% of companies offer a re-
ward already upon the filing of patent applications, while 
68% offer (additional) rewards on the granting of the pat-
ent. 16% of respondents offered inventor rewards of over 
€1,000 at patent filing, a reduction on the 35% of respond-
ents offering this level of reward as concluded in the 2013 
CMS survey. €500-€1,000 was the most common mone-
tary reward across all stages.” (Cms.law, 2016)

Indeed, many companies have some form of incentives for 
encouraging innovation. It can be rewards for filing pat-
ents, recognition or payment for taking part in innovation 
campaigns etc. The fourth factor selected for this study is 
Incentives and its effect on innovation performance.

1.4  Problem formulation and purpose

This thesis investigates is the combined effect of visionary 
leadership, a learning organization, incentives and resources 
spent on innovation in one study. This overarching attempt 
including the listed four dimensions above, has not been 
covered in earlier research.

By doing this, there is a possibility to rank the influ-
ence of the four dimensions and determine their order of 
importance. Several studies individually cover each one of 
the aspects, but the value of this thesis is to re-establish the 
relations and over-arch the studies combined in one survey.

As discussed above, executive management under-

9. A well-defined yet flexible execution process.

In 1997, Robert G. Cooper and Elko J. Kleinschmidt per-
formed a survey covering 161 businesses in North America 
aiming to assess the success factors for product develop-
ment. They found the following nine factors (Cooper and 
Kleinschmidt, 1997):

1. A high-quality new product process.—One that de-
manded up-front homework, sharp and early product 
definition, tough Go/Kill decision points, and quality 
of execution and thoroughness, yet provided flexibility. 

2. A defined new product strategy for the business unit.— 
One in which: There were new product goals for the 
business unit; areas of focus were delineated, the role of 
new products was clearly communicated, and there was 
a longer-term thrust. 

3. Adequate resources of people and money.—Where sen-
ior management had provided the needed people (and 
freed up their time for projects), and resourced the ef-
fort with adequate R&D funding. 

4. R&D spending for new product development (as a per-
centage of sales). The other success factors, with a more 
modest effect on performance, included: 

5. High-quality new product project teams. 
6. Senior management committed to, and involved in, 

new products. 
7. An innovative climate and culture. 
8. The use of cross-functional project teams. 
9. Senior management accountability for new product re-

sults.

Drivers for innovation success are also identified and dis-
cussed in the article “How successful organizations drive 
innovation” (Ikeda and Marshall, 2016). In the article some 
organizations being successful in innovation has been ana-
lysed, and the main drivers are summarized at the end of 
the article. Except for the drivers the importance of quan-
titative metrics to evaluate innovation is also identified as a 
success factor.

In order to be able to compare the four studies above 
and find similarities that overlap, three dimensions were 
identified as common delimiters. These dimensions appear 
to be exhaustive in the sense that they catch both what has 
been covered in previous research (Schmidt and Druehl, 
2008), (Cooper and Kleinschmidt, 1997), (Ikeda and Mar-
shall, 2016)  as well as contemporary understanding of con-
sensus as the nine-bullet list above (Govindarajan, 2011).

“Open is something, I think, that will continue to 
drive a lot of innovation.”
- David Filo

“Only those who are asleep make no mistakes.” 
- Ingvar Kamprad
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stands the importance of innovation, but it is problematic 
to make it happen. Therefore, the problem formulation is: 
“How to balance the four dimensions in order to improve 
innovation performance.”

The purpose is to give guidance to executive manage-
ment how to increase innovation performance by exercising 
the relevant dimensions of innovation leadership.

1.5  Delimitations

As seen in the discussion above, there are a multitude of 
key success factors to be studied. Condensing them to 4 di-
mensions may skew the outcome of the study due to over-
simplification.

The method used in this thesis was to analyse data col-
lected in an online survey. There is always a difficulty in the 
selection of questions. Each question may introduce errors, 
for example by not measuring exactly what was intended.

All data in the study are based on subjective opinions 
from the respondents. Even with a large amount of respons-
es, this subjectivity can obscure the results.

Key factors by authors
Dimensions Smidt & Druel Govindarajan Robert G. 

Cooper & Elko J. 
Kleinschmidt

Ikeda and Marshall

Visionary 
Leadership

Management style 
& Leadership
Corporate strat-
egy

Visible senior man-
agement involvement. 
An inspiring, shared 
vision of the future.
A fully aligned 
strategic innovation 
agenda.

A defined new 
product strategy.
Senior manage-
ment account-
ability for new 
product results.

Create impact from innovation 
resources by focusing on those most 
aligned to overall business goals.

Learning 
organization

Knowledge man-
agement

Open-minded 
exploration of the 
marketplace drivers of 
innovation.

High-quality new 
product project 
teams.

Open up innovation processes. Pro-
vide employees the tools and physical/ 
virtual environments to engage in 
open collaboration.
Prioritize agility as a critical capabili-
ty. Innovation is becoming insatiable 
– requiring continuous injections of 
new ideas and initiatives.
Build ideation platforms and compe-
tencies.

Resources 
spent on 
innovation

Resources
Technology
Innovation pro-
cess

A well-defined yet 
flexible execution 
process.
A decision-making 
model that fosters 
teamwork in support 
of passionate cham-
pions. A compelling 
case for innovation.

Adequate resourc-
es of people and 
money.
R&D spending 
for new product 
development

Establish dedicated innovation teams.
Place innovation at the organization’s 
core.
Build a climate of innovation. Give 
people the time and space they need 
to innovate.
Secure an innovation funding stream.

Table 1-2. – Dimensions of innovation

Since the cultural and ethnical distribution of the respond-
ents is fairly narrow, as most of the respondents were locat-
ed in Sweden, cultural bias may reflect the answers and the 
outcome of the survey.

1.6  Thesis’ structure

The thesis is structured as follows:

1. Introduction - Describes the introduction and back-
ground for the problem.

2. Theory - Contains a review of literature with reference 
to the topic of innovation.

3. Hypothesis - Formulation of the hypotheses used in 
the thesis.

4. Method - Describing the method to obtain, process 
and present information.
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4. New organizational method in business practices, 
workplace organization or external relations

This classification differentiates between the different focal 
points of innovation. This is strikingly well aligned to re-
flect the value chain model (Porter, 1985). The perspective 
as such does not take into account the timing of the inno-
vation compared to the maturity of the existing products 
on the market. It is straightforward and intuitive and some-
times the simple models are the most efficient to use.

Keeley proposes an even wider or more distinguished 
division of innovation types such as the ones summarized 
by (Keeley et al., 2013). See Figure 2-1 on page 15. This 
framework attempts to capture as many of the company 
intrinsic aspects as possible. 

Profit model
How you make money

Network
How you connect with others to create value

Structure 
How you organize and align your talent and assets

Process
How you use signature or superior methods to do your 
work

Product performance
How you develop distinguishing features and functionality

Product system
How you create complementary products and services

Service
How you support and amplify the value of your offerings

Channel
How you deliver your offerings to customers and users

Brand
How you represent your offerings and business

Customer engagement
How you foster compelling interactions.

This is a fairly extensive framework that is contemporary 
and seems to be gaining in popularity amongst business 
consultants and in business literature at the moment. For 
this study it is more detailed than necessary to establish the 
relation between innovation stimuli and performance of 
interest.

5. Data processing - Explicitly describes how data was 
processed.

6. Empirical findings - This section walks through the 
findings of the survey.

7. Analysis - Here the findings are discussed with their 
limitations.

8. Conclusions and implications - Here the conclusions 
are presented together with implications and recom-
mendations.

2  Theory
In this theory chapter of the thesis, some general theory 
about innovation will be addressed. Second follows a sum-
mary of what has been stated in earlier research regarding 
the leadership aspects of innovation, which is the main top-
ic for the thesis. Except for a general review of theories of 
innovation, the theory chapters following have been divid-
ed into the same dimensions as defined in the introduction. 
I.e., Visionary Leadership to drive innovation; Learning or-
ganization to achieve innovation; Incentives to boost inno-
vation; and Resources spent in innovation. As stated in the 
introduction, this chapter will also contain a review of the 
literature with regards to the term disruptive innovation, 
even though this part of the literature review does not affect 
the organisation’s capability of making innovation occur in 
the first place.

2.1  Theories of innovation.

2.1.1  General theories of innovation

Different sources of literature have different views on how 
to categorize innovation. Here follows a list of different 
classification systems for innovation and a discussion on the 
implication of each of the classifications.

The Oslo Manual, developed jointly by Eurostat and 
the Organization for Economic Cooperation and Develop-
ment (OECD) provides a framework to enable innovation 
measurement (OECD/Eurostat, 2005). The manual distin-
guishes between the following types of innovation:

1. Product (goods or services)
2. Process
3. Marketing methods

“Whatever has happened in my quest for innovation 
has been part of my quest for immaculate reality.” 
- George Lucas
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NetworkS tructure Process Product
Performance

Product
System

ServiceC hannelB rand Customer
Engagement

CONFIGURATION OFFERING EXPERIENCE

Structure
Alignment of your talent 
assets

Product
Performance
Distinguishing features 
and functionality

Network
Connections with others 
to create value

Process
Signature of superior 
methods for doing your 
work

Product System
Complementary products 
and services

Customer 
Engagement
Distinctive 
interactions 
you foster 

Figure 2-1. – Ten types of innovation®

2.2.1  Visionary Leadership to drive innovation

The vision component in leadership is associated with 
(amongst others) charismatic leadership and puts the focus 
on the long term goal or wanted position for the company. 
When reviewing research in the domain of visionary lead-
ership, it is often referred to or part of the Transformational 
leadership, which “creates change and enhances productiv-
ity by offering a vision that attracts and inspires followers.” 
(Dictionary.cambridge.org, 2016). And according to Du 
Brin, a transformational leader is one who is responsible for 
and who brings about major changes in an organization by 
communicating vision and by moving the focus from the 
individual to the group or organization (DuBrin, 2013).

It is important for the reader to observe that when 
mentioning transformational or charismatic leadership, it is 
the visionary part of these leadership styles that is actually 
being investigated in this thesis.

There are many references to the connection between 
visionary leadership and innovation.

In one study, the level of leadership vision was meas-
ured using the five-item “articulates vision” subscale in the 
transformational leadership scale developed by (Podsakoff, 
MacKenzie and Bommer, 1996). This articulates vision 
scale has been shown to have acceptable internal consist-
ency reliability. The five items were averaged to form a 
composite scale (possible range of scores is 1 to 7), with 
higher scores indicating greater perceived leadership vision 
(Sarros, Cooper & Santora, 2011). The results indicate that 
the top management team’s strategic vision alone does not 
explain company’s innovation performance. Innovation 
also requires the existence of diverse, well integrated and 
autonomous work teams whose members engage in fluent 
informal communication (Carmen, María de la Luz and 

2.1.2  Is Innovation always good?

Can there be any drawbacks of constant rapid technological 
innovation? This question was discussed by  Fani Kelesido 
where he points to the relation between rapid changes in 
technology and unemployment. There seems to be evidence 
for that gap between productivity (as a result of innova-
tion and technological change) and private employment 
in the US has increased since the 2000’s (Kelesido, 2016). 
Some physical scientists like Al Bartlett regard continuous 
economic growth as unsustainable (Bartlett, 1969) Several 
factors may constrain economic growth – for example: fi-
nite, peaked, or depleted resources. In this thesis the topic 
of interest is not such consequences, but instead focus on 
topic of innovation itself. I.e., the backside of innovation in 
itself will not be considered.

2.2  Innovation and leadership

In this sub-chapter, and as stated in the introduction to the 
theory chapter, literature and previously made research re-
lated to the four dimensions (Visionary Leadership, Learn-
ing Organisation, Resources spent on innovation and In-
centives) defined in the introduction will be reviewed. The 
reviewed literature will therefore follow the same grouping 
logic. In order to test the relationship of the dimensions 
versus innovation performance, a literature review of what 
research have been done to identify the innovation perfor-
mance will also be presented.

In the following section, the strengths and weakness-
es, risks and/or ambiguities will be presented for all the four 
dimensions of interest.
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inspiration motivation as part of the transformational ap-
proach to leadership. “Inspirational motivation refers to 
the extent to which leaders are able to motivate and inspire 
their followers by identifying new opportunities, providing 
meaning and challenge, and developing and articulating a 
strong vision for the future.” (Oke, Munshi and Walumb-
wa, 2009, p.63) In the implications in the same article, it 
is however pointed out that, a transformational leader must 
be supported by, or cooperating with, a transactional leader, 
in order for the change or use of new innovation to be de-
ployed. In order to achieve real and profitable results with 
the innovations, the visionary leadership, practised by the 
transformational leader, may not be enough. It is important 
to create a balance between exploratory and exploitative in-
novation activities. 

Research made by Sethibe and Steyn also proved that 
innovation is significantly and positively related to superior 
organisational performance in general, and that, although 
the transformational leadership style is significantly and 
positively related to innovation, transactional leadership 
style is more appropriate when the aim is to instil a cul-
ture of innovation (Sethibe and Steyn, 2015). Aligned with 
Oke, Munshi and Walumbwa it is found that the transac-
tional leadership plays an important role in fostering inno-
vation - but is not directly connected to the visionary part 
of the leadership.

Research from Noruzy (Noruzy et al., 2012) shows 
that transformational leadership can positively and indi-
rectly influence organizational innovation, both through 
organizational learning and through knowledge manage-
ment. Knowledge management and organizational learn-
ing influences organizational performance indirectly by 
organizational innovation. See the Figure 2-2 on page 16 
for further visualization. The learning organisation and its 
connection to innovation will be further explored in the 
next chapter, Learning organization to achieve innovation, 
below.

2.2.2  Learning organization to achieve innovation

During the last ten years, a lot of focus has been put on 
the concept of learning organizations. Researchers Liao, Fei 

Salustiano, 2006). Creating a vision is associated with top 
management responsibility but to break it down and effec-
tively communicating it is an important task for managers 
at all level. Doing this effectively can create a sense of align-
ment and meaning for the employees. 

Authors Rowe and Nejad distinguish between mana-
gerial leaders and visionary leaders. A managerial leader is 
here defined as a leader who puts focus mostly on the day 
to day activities of keeping plans, controlling budgets and 
meeting deadlines (Rowe and Nejad, 2016).

The weakness of visionary leadership lies in an exag-
gerated focus in long term perspective . Vision is one thing, 
but action is another. If a leader is too focused on what’s 
happening in the future, there may not be the same lev-
el of drive to enforce actions to make it happen here and 
now. There is also a chance that a visionary leader will not 
devote as much time or energy on pressing problems of the 
present. 

This shortcoming makes visionary leadership extreme-
ly risky. For this reason, most organizations tend to turn to 
managerial leaders, a less risky and therefore more attrac-
tive – although not more successful – alternative (Rowe and 
Nejad, 2016).

The strengths of a visionary leader obviously lies in 
communicating vision. When times are tough, it might be 
easy for employees to lose sight of distant company goals. 
A visionary leader can help to unify the employees and re-
mind everyone of why they are there, what their role in the 
future of the company is, and how great it will be once they 
have attained the goal together.

Gumusluoglu and Ilsev studied the relationship be-
tween transformational leadership in the article “Transfor-
mational leadership, creativity, and organizational innova-
tion” (Gumusluoglu and Ilsev, 2009). In their study they 
found that the visionary components of transformational 
leadership has direct impact on intrinsic motivation, psy-
chological empowerment, perception of support for inno-
vation and creativity. 

In the article “The Influence of Leadership on Innova-
tion Processes and Activities” (Oke, Munshi and Walumb-
wa, 2009) Visionary Leadership is mentioned to play an 
important role in encouraging innovation. They refer to 

Transformational 
Leadership

Organisational 
learning

Knowledge
management

Organisational 
innovation

Organisational 
performance

Figure 2-2. – Learning organisation to achieve Innovation and Organisational Performance (Noruzy et al., 2012).
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tion is written by Robert G Cooper, Where Are All the 
Breakthrough New Products?: Using Portfolio Manage-
ment to Boost Innovation. (Cooper, 2013) In the article he 
points out the importance of sponsoring new innovation by 
setting aside resources. 

“A related cause for the dearth of breakthrough pro-
jects is the failure to set aside strategic resources to fuel these 
major initiatives.” (Cooper, 2013, p.26)

However, in a study from 2009, (Yang, Wang and 
Cheng, 2009) there is pointed out clear evidence that the 
relationship between budget slack and innovation perfor-
mance is an inverse, U-shaped curve. Too little budget 
slack is just as bad for innovation performance as too much 
budget slack is. This has to do with the guidance and direc-
tion of the innovation activities and the efforts spent.

There is also a strong influence from having an in-
formation system to support innovation performance. The 
effect may vary in different budget environments. The find-
ings of the study by Yang, Wang and Cheng (Yang, Wang 
and Cheng, 2009) shows that the quality of the data in the 
information system has a positive and significant influence 
on innovation performance when the level of budget slack 
is low, but has no significant effect when the level of budget 
slack is high. In a development environment with less re-
sources, the information system is required to capture and 
reflect the information that managers require for the more 
effective operation of innovation processes, i.e. to provide 
control.

The actual size of the budget spent on innovation (in 
this case R&D) has little to do with the measured perfor-
mance of innovation in the companies. Of course there 
needs to be some budget but if it is 5% or 15% does not 
yield a linear increase in performance, Instead it is more 
about leadership, commitment and having the right people 
in the right culture (Bowen, Reel and Estep, 2012). It is 
also important that there is a flexibility in the budget over 
the year so that different phase of the innovation processes 
can flow unhindered without being affected of short term 
financial goals.

“Innovation has nothing to do with how many R&D 
dollars you have. When Apple came up with the Mac, IBM 
was spending at least 100 times more on R&D. It’s not 
about money. It’s about the people you have, how you’re 
led, and how much you get it.” — Steve Jobs, quoted in 
Fortune Magazine in 1998 (Kirkpatrick and Maroney, 
1998).

Since there are ambiguous findings concerning the in-
fluence of the resources spent on innovation, it is of inter-
est to include the topic in this study. Despite research, the 
expenditure on R&D continues to grow around the world. 
Reading the “Europe 2020 indicators - research and de-
velopment” (Ec.europa.eu, 2016a) shows a clear pattern of 
increase compared to country GDP. 

and Liu investigated the concept of knowledge inertia in 
organizations (Liao, Fei and Liu, 2008). Their results reveal 
that knowledge inertia comprises both learning inertia and 
experience inertia. The relationship between the three var-
iables according to this research is as follows. First, knowl-
edge inertia applies a mediating effect on organizational 
innovation through organizational learning. Second, when 
a firm’s members have either less learning inertia or more 
experience inertia, the performance of the organizational 
learning will be better. 

There is also evidence that transformational leadership 
itself has a significant influence on innovation as well as or-
ganizational learning (Aragón-Correa, García-Morales and 
Cordón-Pozo, 2007).

However, there might be drawbacks with the learning 
organization, especially when focusing on learning by mak-
ing mistakes. “Failure is a frequent outcome of corporate 
entrepreneurship projects and can have severe effects on the 
organization’s employees.” (Shepherd, Haynie and Patzelt, 
2013, p.891)

Daniel Levinthal and James March coined the expres-
sion “The Myopia of learning” in their article with the very 
same title (Levinthal and March, 1993). Their conclusion is 
that learning improves organizational performance. How-
ever, the same mechanisms of learning that lead to the im-
provements also lead to limits to those improvements. They 
listed three forms of learning myopia: 

1. The tendency to ignore the long run. The short term 
perspective is privileged by organizational learning. As 
a result, the long term survival is sometimes subdued. 

2. The second form of myopia is the tendency to ignore 
the larger picture. The near subject topics are privileged 
by organizational learning. As a result, survival of more 
general systems is sometimes at risk. 

3. The third form of myopia is the tendency to overlook 
failures. The lessons gained from success are favoured 
by organizational learning. As a result, the risk of failure 
is more likely to be underestimated. 

2.2.3  Resources spent in innovation

Research in the area of how resources spent on innovation 
gives different outcome. In an article published in the The 
British Accounting Review, Alan S. Dunk describes the 
positive outcome of having budget for innovation as long 
as it is used for planning, not control. (Dunk, 2011) Plan-
ning for budget expenditure means allocating resources and 
securing funding for innovation activities. Used in this con-
text increased budget seems to have a positive outcome of 
innovation performance. Using budget strictly as a means 
for following up and restricting expenses seems to have lit-
tle effect on the innovation outcome.  

Another article that connects investment in innova-



Leadership and Innovation18(46)

IY2578 V16 - MBA Master ThesisMåns Westesson, Magnus Pettersson

2.2.4  Incentives to boost innovation
When it comes to compensational means for compa-

nies to promote innovation, there are several ways to pro-
ceed. Pay dispersion (variation in wages) is a common type 
of differentiation used to attract and retain employees with 
high performance. Too large dispersion can lead to negative 
effects in the form of dissatisfaction and intentional under-
performance (Yanadori and Cui, 2013). The negative effect 
is even reinforced in companies with greater financial slack. 

A better approach is long term incentives as has been 
researched by for instance (Francis, Hasan and Sharma, 
2011) that demonstrate a clear relationship emerging: more 
long-term incentives (such as stock options and restricted 
stock) are associated with more heavily cited patents. These 
incentives also appear to be associated with more patent 
awards and patents of greater originality. Short-term incen-
tives appear to be unrelated to measures of innovation.

Also Fu found that both openness and incentives are 
positively associated with innovation efficiency, a substi-
tution effect is found between openness and incentives. 
Whilst long-term incentives appear to enhance efficiency 
to a greater extent than short-term incentives, the substi-
tution effect of openness is stronger regarding long-term 
incentives (Fu, 2012).

The results found in a study by Henrique M. Barros 
and Sergio G. Lazzarini indicate that mechanisms for sig-
naling and rewarding merit matter when it comes to pro-
moting innovation. 

(Barros and Lazzarini, 2012). They found a distinct 
effect of performance-based pay and promotion on the 
ability of firms to turn ideas into actual sources of reve-
nue. They also found that contingent pay marginally influ-
ences innovation. Finally, they reported that the according 
to their survey, the effect of performance based promo-
tion—i.e., whether firms promote individuals who excel in 
the organization—is highly significant but  there seems to 
be a threshold above which the use of performance-based 
promotion does not further improve innovativeness.

It can be an advantage to think about other means 
than monetary for rewarding innovation. Google is famous 
for letting their engineers spend a certain amount of their 
working time on pet projects (Tate, 2016). For some cate-
gories of employees this simple solution can be a powerful 
reward that generate many small new ideas with substantial 
accumulated value.

These four examples of research highlights the com-
plexity of the incentives dimension and its relation to in-
novation performance. To some extent individual reward 
systems seemingly have a small but positive effect, but only 
if the salaries of the involved employees are low enough for 
the rewards to matter. There seems to be a stronger effect on 
performance based pay on innovation outcome. The time 
perspective of the rewards also seem to matter where longer 
term incentives also seems to have a higher effect than short 

term incentives. Companies must also take care not to dis-
tribute the salaries too unevenly to avoid negative effects of 
dissatisfaction.

2.2.5  Innovation Performance
One way of categorizing performance is to sort the 

factors by what kind of effort the company is     undertaking 
towards innovation. (Mankin, 2007)

Results based measures
These measures relate to business outcomes such as profit, 
margin stock, or market value. Being a lagging measure, 
they indicate past performance rather than present and 
might provide poor guidance to future direction of efforts. 
Nevertheless they are easily quantified and relatively easy 
to obtain.

Process measures
This group of measures can be more of leading type. Typi-
cal examples could be: Number of projects in the pipeline, 
Number of ideas that get funded, Average time to market, 
Number of patent applications per year. One problem with 
this group of measures is that if it gets too much focus it 
could drive the company towards the wrong goals. If a 
company drives only one of the listed process measures, it 
might not lead to the desired result.

Project measures
Typical measures in this category might be: “Time to 
cash”,  ROI, “Cash curve” or “Break even time” developed 
by  Hewlett Packard in the mid 80’s. These measures are 
hard to predict and tend to be unstable during a project life 
cycle. Also, if a project puts too much focus on these eco-
nomic measures, it might end up in a mode where it puts 
too much of the effort on getting the right figures to report.

Portfolio measures
This group of measures aims at assessing the value of the 
ongoing activities with questions such as: “How much are 
you investing in breakthrough projects?, “How much in 
line extensions?” and “How does this compare with your 
targeted innovation portfolio?”. Of course it is hard to 
evaluate the ongoing activities related to what they will be 
worth in the future.

Due to the limitations in this thesis, the focus was di-
rected to the two first categories: “Results based measures” 
and “Process measures” since these are the easiest to assess 
via respondents attitudes in a questionnaire.

The research question of the thesis is to find the relation 
between leadership and innovation performance. There are 
several studies that have used questionnaires to assess the 
level of performance in the innovation activities in com-
panies before. This thesis assessment will be based on the 
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2.3  Theory of disruptive innovation

There has been a substantial amount of research on disrup-
tive innovation since the article “Disruptive technologies: 
catching the wave” was published (Bower and Christensen, 
1995), defining the theory. They continued to refine his 
ideas further in the article “Innovator’s Dilemma”,  (Chris-
tensen, 1997),  where he evolved around the question why 
many successful companies focus on their mainstream mar-
ket and find themselves overtaken by new companies that 
enter the market with disruptive technology, the so called 
market myopia phenomenon. The existing companies may 
well innovate and improve their established products ac-
cording to the requirements of the current customers but 
without the disruptive elements, i.e., market driven inno-
vation (Habtay, 2012). 

Innovation in this thesis can refer to either business 
model, process development, market exploration, market-
ing or technological innovation

According to Christensen, disruptive technology 
means product innovation on other attributes compared to 
those that are deemed most important for the current cus-
tomer base (Christensen, 1997). At first, these innovations 
initially tend to offer an inferior product compared to the 
main attributes but they develop and becomes a disruptive 
technology when their performance reach the same level as 
the existing technology.

At this stage the inferior product outperform the 
products on the existing market. Coming from entrants in 
the market, this often causes the incumbents to fail accord-
ing to Christensen. The example used by Christensen to 
demonstrate his idea is the evolution of the hard disk indus-
try between 1976 and 1992. The existing customers only 
focused on the total capacity and the recording density as 
the important attributes. This was picked up by the indus-
try that continuously developed improvements in these ar-
eas. Then - a new segment emerged - asking for hard drives 
with smaller size.  At first this segment was small and could 
accept lower capacity but at a cheaper price. Over time the 
smaller sized drives gained performance, also in the other 
two mainstream segment attributes, until the old technol-
ogy was outperformed and eventually displaced leaving the 
incumbents with their failure.

The theory evolved further when Christensen and 
Raynor (2003) formulated a distinction between “low-end 
disruption” and “high-end disruption” in a new market. 
“Low-end” refers to the product that is cheaper, smaller, 
simpler and have lower performance while “high-end” re-
fers to product or services that offer better performance, 
but on other attributes compared to what is expected from 
the existing customer base. One example of this is the mo-
bile phone that originally had a lower performance in re-
ception but offered greater mobility. Christensen then went 
on to state that disruptive technologies should be viewed 

studies by Prajogo and Ahmed (Prajogo and Ahmed, 2006), 
Baker and Sinkula (Baker and Sinkula, 1999) as well as the 
study by Kohli, Jaworski, and Kumar (Kohli, Jaworski and 
Kumar, 1993). 

The dimension of innovation performance used in this 
thesis is based on the core Eurostat Community Innovation 
Survey (CIS) of innovation (Ec.europa.eu, 2016b). The 
method used and types of questions included in innovation 
surveys can be found in the Organization for Economic 
Co-operation and Development’s (OECD) Olso Manual 
(OECD, 2005). This CIS data have been abundantly used 
in a multitude of academic articles, mainly in economics. 
CIS surveys of innovation have sometimes been criticized 
for being too ‘subject-oriented’ because of asking individual 
firms directly whether they were able to produce any inno-
vation. The advantage is that interpretability, reliability, and 
validity of the survey has since long been established by ex-
tensive piloting and pre-testing before implementation. It 
has then been used within different European countries and 
across firms within a variety of industrial sectors, including 
services, construction and manufacturing.

In the thesis and according to the CIS (Ec.europa.eu, 
2016), we distinguish between three types of manifesta-
tions of innovation as follows below.

Market Driven Innovation
By market driven innovation we refer to when companies 
innovate and improve their established products according 
to the requirements of the current customers. This rarely 
leads to disruptive innovation (Habtay, 2012). This is the 
most common form of innovation and is vital for company 
survival.

Supply driven innovation
Supply driven innovation is equivalent to technology driv-
en innovation as mentioned by Habtay (Habtay, 2012). 
This happens when there is not yet a demand for, but a 
window of opportunity to create a product or service that 
will spawn a new market or market segment. To generalize 
the concept we will use the term Supply driven innovation 
instead of technology driven innovation to include both 
products or non technical services. This is the type of in-
itiative that  potentially can lead to disruptive innovation.

Patents
One of the most evident and manifest outcome of innova-
tion is a number of patents generated in a company. Patents 
means IPR and power to the company apart from being the 
results from fruitful innovation and possible new technol-
ogy to utilize.
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form existing ones by offering simplicity, accessibility and 
affordability. For example, the Nintendo Wii transformed 
the gaming market through simplicity; discount airlines 
transformed the airline industry with low prices; and Apple 
created entirely new markets with its iTunes and AppStore 
models.” (Leavy and Sterling, 2010,  p.7)

Habtay (2012) introduces another dimension, defin-
ing technology driven vs. market driven disruption.  When 
the R&D activities precede the market opportunity and a 
viable business model, it is referred to as a technology-driv-
en disruptive business model innovation. When the inno-
vation instead origins from changes in the value and propo-
sition or by climbing in the value chain, it is referred to as a 
market-driven disruptive business model innovation.  

The concluding argument (Corsi and Di Minin, 
2013) follows that disruptive innovation is a theory that 
aims to explain drastic changes and new entrants into the 
established markets. “The result of disruptive innovation is 
visible when mainstream customers switch to the new dis-
ruptive product that is gaining market share on established 
markets.” (Corsi and Di Minin, 2013, p 80).

Christensen (1997) points to resource dependency 
theory (Pfeffer and Salancik, 1978) as an interpretation 
to why some firms fail to introduce disruptive innovation. 
Christensen states that existing firms have boundaries in 
outside actors that restricts how the firm can act. Many of 
the incumbent´s stakeholders have difficulties to promote 
or to envision the benefits to pursue something that is new 
and unproven.

It has been shown that incumbent firms typically win 
battles in sustaining innovation within existing markets 
and mature industries while new entrants more often suc-
ceeds in creating the conditions for disruptive innovation 
(Christensen and Raynor, 2003).

3  Hypothesis definition
Based on the problem formulation above, the theoretical 
model of Innovation Stimuli and Innovation Performance 
was formed. The stimuli of interest in this model are: Vi-
sionary leadership, Learning organization, Innovation 
incentives and Resources spent on innovation. The Inno-
vation Performance is composed by Market driven innova-
tion, Supply driven innovation, and Patents.

Hypothesis 1.1 (H1.1)
Visionary leadership has a positive relation to Innovation 
Performance.

Hypothesis 1.2 (H1.2)
Learning organization has a positive relation to Innovation 
Performance.

Hypothesis 1.3 (H1.3)

from a market perspective more than from a technology 
perspective (Christensen et al., 2006). Given this view, the 
incumbents must develop skills and capacity to forecast 
market trends as well as riding new technological trajec-
tories for successful disruptive innovation (Corso & Pel-
legrini, 2007).

Several authors (Christensen, Bohmer & Kenagy, 
2000; Christensen, Johnson & Rigby, 2002; Gilbert & 
Bower, 2002; Gilbert, 2003; Danneels, 2004; Christensen 
et al., 2006; Henderson, 2016a; Johnson, Christensen & 
Kagermann, 2008; Schmidt & Druehl, 2008; Yu & Hang, 
2010) have covered the topic on how disruptive initiatives 
should be managed. There is a competitive pressure for in-
cumbents to both protect old markets and pursue inno-
vation to establish new markets. Christensen and Raynor 
(2003) argue that incumbent firms have three options to 
proactively pursue disruptive innovation. They can:

1. change the processes and values of the current organi-
zation;

2. create an independent organization; or
3. acquire a different organization.

Several researchers (O’Reilly & Tushman, 2004; Kanter, 
2010; Johnson, 2012) agree with option 3), that the com-
panies should promote separate spin-off enterprises to be 
able to cater for emerging markets. The spin-offs should be 
smaller and be given larger autonomy for decisions. This 
will mitigate the difficulties with resource allocation, that 
the business covering the mainstream markets, constantly 
battle (O’Reilly & Tushman, 2004).

Another view of distinguishing between radicali-
ty of disruptive innovation comes from Govindarjan and 
Kopalle (2005, 2006), stating that the high-end disruptions 
have a higher level of technological radicality than low-end 
disruptions. This leads to a differentiation between disrup-
tions that are only radical or those that are both radical and 
disruptive. Radicality then relates to the technological con-
cept and disruptiveness relates to a market based concept. 
Another way of dividing disruptive innovation into catego-
ries comes from Markides (2006) who proposes technolog-
ical innovation, business model innovation and ‘new to the 
world’-product innovation. This distinction also puts light 
on expanding existing markets and add new functionality 
(business model innovation, technology innovation) and 
not only replacing the existing products (new-to-the-world 
innovation).

Hence, disruptive innovation is not only about tech-
nology, i.e., disruptive technology. Quoting Leavy and 
Sterling where they interview Scott Anthony in the article 
“Think disruptive! How to manage in a new era of inno-
vation”, gives several good examples (Leavy and Sterling, 
2010).

“Disruptive innovations create new markets or trans-
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Figure 3-1. – Hypothesis of innovation model.

4  Method
According to  Zikmund (1984), the research is defined as 
Exploratory if the key variables are not defined, Descriptive 
if the key variables are defined and Explanatory if the rela-
tion between them also is defined. In this study, key vari-
ables are defined but the purpose is to define the relation 
between them. Thus, this thesis adopts the methodology of 
an Explanatory study (Table 4-1 on page 22).

Since the key question that this thesis attempts to 
answer is how the four dimensions of leadership relates to 
innovation performance together, it is necessary to find ex-
amples of both success and failure of innovation strategies 
to observe. The thesis was based on primary data, i.e. di-
rect observations of attitudes through a survey. The survey 
was sent out to a number of employees in various positions 
within the companies and the data in the form of responses 
was then collected and analysed. Basic demographic data 
about the company as well as the respondent was collected 
as well, in order to filter out and make it possible to find 
patterns. The demographic attributes are: company size, 
age, economics, geographical presence, line of business and 
main deliverables.

The majority of the survey questions used in the ques-
tionnaire were selected from previous research in order to 
build upon the proven reliability and coherence established 
in previous research. The added questions are motivated in-
dividually.

Innovation incentives has a positive relation to Innovation 
Performance.

Hypothesis 1.4 (H1.4)
Resources spent on innovation  has a positive relation to 
Innovation Performance.

All the hypotheses (1.1-1.4) have been tested individually 
before in various studies. In this thesis, they are studied to-
gether, i.e. how the four dimensions interact and reinforce 
each other positively and in this way brings new light to 
the subject.

Hypothesis 1 (H1) 
The aggregated stimulus has a positive relation to innova-
tion performance

The logic behind the hypothesis was as follows: the compa-
ny needs to direct its effort towards innovation to be able to 
leverage its full potential. The framework is a simple linear 
model consisting of a direct relationship between the in-
dependent and dependent variables in which the stimulus 
factor of innovation directly determines the innovation per-
formance.

The theoretical model is illustrated in Figure 3-1 on page 
21.
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for the results, the origin of the selected list is the Standard 
industrial classification of economic activities (SIC) used 
in EU for guidance in statistical reporting. Since manufac-
turing is a wide class of activities, it has been broken down 
further by the authors in accordance with another categori-
zation (UK Government, 2016).

4.1.5  Financial performance

It may be of interest to study if there are any differences 
in the perceived innovation performance and the compa-
ny ability to have a positive financial result. Is a company 
successful in innovation if it is not profitable? Similar stud-
ies have been done in previously made business research in 
order to connect innovation outcome as tangible benefits 
for the company. (Kostopoulos et al., 2011; Klingenberg 
et al., 2013)

4.1.6  The respondents position in the company

The position of the respondent within the company is an-
other dimension that may influence the result. First from a 
perspective of perception connected to the organizational 
environment and entrepreneurship, as described and inves-
tigated in the article “Managers’ corporate entrepreneuri-
al actions: Examining perception and position” (Hornsby 
et al., 2009), that might affect the subjective answers. In 
this article the authors divide the groups into individual 
contributors, managers, and managers managing managers. 
Second, how the socioeconomic factors, given that a higher 
position in the company equals higher salary, may influence 
the entrepreneurship and attitudes towards innovation and 
risk taking. (Castano Martinez, Ruiz Fuensanta and Mar-
tinez Rodriguez, 2013)

4.2  Criteria to select the companies for 
the study
The open approach for this thesis was to include companies 
in many different sectors for comparison. Companies were 
selected implicitly by the selection of the respondents. The 
aim was to get respondents working in companies of vari-
ous distinctions.

Companies of different sizes. 

Type of business (production, service, trading etc.). The 
company type might provide different possibilities for 

4.1  Choice of demographic data as con-
trol variables
4.1.1  Company Size

Earlier research show ambiguity when it comes to relating 
company size to innovation performance some studies have 
found no correlation (Maffini Gomes, Kruglianskas and 
Scherer, 2009) and others have found a clear positive rela-
tion Barbara Henderson, for instance found that in many 
cases, small start-up companies can be better at launching 
and cope with disruptive innovation. The assets of a large 
company can be a limitation to its ability to act or react. 
(Henderson, 2016b). A start-up’s lacking cash can face 
problems, but it can also force a company to be agile. If one 
initiative doesn’t work, you close it down and start another. 
Big firms need to act like small, creative ones to innovate 
significantly. This is a difficult proposition for a large, tight-
ly run company. This ambiguity in research makes it inter-
esting for this study to use this parameter as a differentiator.

4.1.2  Company age

This perspective was added to answer the question if it can 
be assumed that a small company is more innovative than 
a larger company where there is no history regarding prof-
itable and proven business to maintain. Previously made 
research states a positive relationship between the age of 
the company and organization innovation (Hitt, Hoskisson 
and Kim, 1997; Jung, Chow and Wu, 2003).

4.1.3  Main deliveries: Products or Services

Previously made research show that there are slight differ-
ences between product or service companies in relation to 
innovation (Nijssen et al., 2006), which makes it relevant 
to use this distinction between companies in the demo-
graphics.

4.1.4  Main line of business

There has also been research around how innovation is 
made in different industries, i.e. line of businesses (Fitjar 
and Rodríguez-Pose, 2015), examining different types of 
interaction in relation to companies capacity to innovate 
in different sectors, why this demographic variable is in-
troduced. The In order to find a commonly used definition 

Exploratory Research Descriptive Research Explanatory Research
Degree of Problem 
Definition 

Key variables not defined Key variables are defined Key variables and key relation defined

Table 4-1. – Different types of research (Zikmund, 1984)
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goal, aligned with the company vision.

To what extent the executive management requires our 
organisation to launch new ideas in our products/servic-
es offering. 

Having an ambition to stay on a leading edge through 
innovation of new products and/or solutions sends sig-
nals to the organisation to think about the next step. 

The ability of the management to deploy innovation in 
real solutions and/or products is important not to get 
stuck in only ideation or in complacency. 

To what extent the executive management requires our 
organization to be competitive through adapting to in-
novations and new practices made by others.

4.4.2  Learning organization

As stated in the theory chapter above, it is important to have 
a learning organisation, where ideas can be shared without 
protectionism, employees are allowed to learn from mis-
takes as well as success - and a strive to boost competence in 
the areas of interest for the overall strategy of the company. 

The aspects of learning organization that are intended to be 
assessed in the study was:

To what extent the company encourages multi-skilling, 
e.g. job rotation and/or cross functional teams. To have 
an appropriate and broad skillset, is base for innovation 
and must be encouraged by the management.

To what extent the company builds and maintains effi-
cient solutions in order to share knowledge for everyone 
within the organisation. To actively share information 
within the organisation is an important part in a learning 
organisation and that is why this question was selected 
from previous surveys. 

To what extent the company, employees frequently en-
counter non-routine and challenging work that stimu-
lates creativity. Only working with routine tasks does not 
really open up creativity. In order to keep learning new 
things, it is important to have challenging tasks.

To what extent the company pursues long-range pro-
grammes in order to acquire technological capabilities in 
advance of current needs. Actively and proactively invest 
in new knowledge is also important in order the be pre-
pared for new technologies and ways of working, why 
this question was selected. 

How much the company actively monitors and feeds 

innovation in technology or business model etc.

Age of the company. Older companies has been able to 
survive one or more economic cycles or maturation of 
business areas etc. 

Main deliverables in terms of products or services.

4.3  Criteria to select the target group for 
the survey
The target group of respondents was invited from various 
social business networks with the ambition to create such a 
diverse distribution as possible.

The selected group of respondents was targeted to-
wards both towards lower and middle management as well 
as the producing staff (individual contributors). 

4.4  Categorization of the data collection

The data collection has been divided into categories with 
questions, first regarding leadership, that was divided into 
four major areas with different focus on leadership styles. 
Then, the fifth area was introduced consisting of data cor-
responding to innovation performance. This was previously 
described in the theory chapter (2 on page 14).

4.4.1  Visionary Leadership

This category collected all questions connected to the eval-
uating management in the company in terms of presenting 
the company strategy, vision and meaning.  

Unless the immediate manager supports the vision 
and direction of the organisation it is hard to follow the 
strategy set out by the Executive Management. It might 
also confuse the organisation getting mixed messages from 
the immediate manager and the Executive Management, 
which makes prioritization difficult, especially when there 
is a change in direction of the company that lacks align-
ment and buy-in (Hanson, Melnyk and Calantone, 2011). 

The aspects of visionary leadership that are intended to be 
assessed in the study was:

Ability of the executive management to encourage the 
organisation to embrace change, thinking outside of the 
current business. 

Point out a direction is important to boost the vision. 

The level of barriers between individuals and/or depart-
ments when it comes to collaboration towards a com-
mon goal. Here the organisational culture was taken into 
account in terms of how the cooperation inside the com-
pany can help excelling in working towards a common 
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ed for their innovative ideas. This can be regarded as me-
dium long term incentives.

4.4.4  Resources spent on innovation

Having ideas is one thing, but make them reality is often 
harder and requires dedicated resources not connected 
to the daily work or deliveries. According to Christensen 
(1997), one way to achieve innovation that might lead to 
new business areas, customers and directions, i.e., disrup-
tive innovation, is to either acquire companies or reserve 
dedicated resources within the organisation - not bound to 
the rest of the organisation. This category hence aimed to 
get an answer of how the company of the respondent han-
dles resources for innovation.

After a thorough review of existing studies, the find-
ings were that most of the previously made surveys only 
take the amount of resources spent on innovation into con-
sideration. No questions were found that directly matched 
our interest in how the companies direct their resources to-
wards innovation and protecting the investments from the 
ongoing refinement of the current product portfolio.

Here, two questions were added in order to reflect the 
statements made by Christensen (1997). The first question 
was about the amount of resources put aside in order to 
secure innovation initiatives within the company. The ques-
tion statement was formulated as follows:

In our company money/resources are put aside in 
order to work on new concepts in dedicated teams.

The second question statement was about the company’s 
ability to secure the resources regardless of other ongoing 
projects and activities contributing to the existing business. 
This question statement was formulated as follows: 

In our company resources working with innovation 
are secured - no matter how other projects succeed 
or fail.

The scale for these two questions was the same as for the 
other questions in this category, i.e. Likert: 

1 = Strongly disagree; 

2 = Disagree; 

3 = Neither agree nor disagree; 

4 = Agree; 

5 = Strongly agree

The other aspect of incentives that are intended to be as-
sessed in the study was:

back information on competition and customer trends 
in the market. A learning organization needs to be at-
tuned to the market and trends in the customer base. 
To be able to foresee and anticipate the direction of the 
development and envision the jump to the next leap  in 
products satisfying the underlying need of the custom-
ers. 

4.4.3  Incentives

Incentives are good if they help the company to achieve its 
goals. Many incentives are connected to company revenue 
and results, sales, delivery and quality KPIs. These incen-
tives are rather easy to measure. What is more difficult to 
measure is the progress in terms of innovation. Under this 
category all the questions were collected that evaluate the 
means of incentives connected to innovation and breaking 
new ground, as described in the theory chapter.

Here, the previously made surveys about innovation 
found when searching for relevant comparable quantita-
tive research lacked enough questions to validate the direct 
connection to innovation performance. However, there 
was previous research made stating the relationship, as de-
scribed in “2.2.4 Incentives to boost innovation” on page 
18 above, between long term incentives and innovation 
performance. Hence two questions were added to the pre-
viously selected questions, that was reflecting the long term 
incentives. 

The first question added to the selected questions 
from previous questionnaires, takes the company’s ability to 
motivate innovation activities through internal innovation 
campaigns and competitions. The question statement to be 
evaluated was formulated as follows:

Employees are rewarded for participating in com-
pany internal innovation events.

The second question was about the reward for filing pat-
ents, adding up to the company’s IPR. The purpose of hav-
ing a wider patent portfolio is twofold. First, the patent will 
increase the company value through increasing the thresh-
old for competitors to penetrate the technological areas 
connected to the inventions. Second, the patents are in it-
self contributing to the company’s long term ability and in-
creased possibility for profitability and disruption through 
innovation. This question was formulated as follows:

Employees are rewarded for ideas that could even-
tually result in patents.

The other aspect of incentives that are intended to be as-
sessed in the study was:

To what extent are employees are recognized and reward-
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To what extent the company provides time and resourc-
es in order to come up with new innovative ideas. This 
aspect highlights the correlation between time and re-
sources spent on innovation activities. 

To what extent the immediate manager supports work 
with innovation aligned with the vision and direction 
of the organisation. Having the vision set on the future, 
focusing on coming innovation and not only prioritizing 
short term focus in the ongoing projects is an important 
component in visionary leadership.

4.4.5  Innovation performance

Finally, Innovation Performance was the category that 
served as the Y factor in the regression model as an output 
of the survey results. This category aimed to get answers 
on the company’s success related to innovation. The ques-
tions about innovation performance rely on the theories 
described in chapter “2.2.5 Innovation Performance” on 
page 18.

The other aspects of innovation performance that are in-
tended to be assessed in the study was:

To what extent the company makes use of innovative 
ideas in our firm’s new products/services. This aspect re-
lates the perceived outcome of innovation in terms of 
deployment in new products. 

How successful the company is to launch new products/
services that are first-to-market (early market entrants) 
relative to competition. Being first to market with new 
technology is also an effect of being innovative. This is 
also one of the prerequisites to eventually break new 
ground and possibly be disruptive. This question repre-
sented the Supply driven innovation category.

How product/services cycle time (i.e., time elapsed from 
ideation to roll-out of new products) compare to compe-
tition. As innovation stretches beyond technology itself, 
cycle times are another way to make change, and im-
prove on business models.

How the overall patent portfolio growth last year relative 
to competition. To continuously grow the patent portfo-
lio in a company, is directly related to the company value 
and its potential of being competitive.

How the overall performance in your company last year 
stood up to relative to competition. It is important to 
compare performance relative competition, as prerequi-
sites may differ between different lines of businesses.

How the company’s market share has evolved during 
the last year. Market share is another measurement of 
a company success and ability to compete. Both Supply 
driven and market driven innovation could influence the 
market share.

4.5  Selecting relevant questions for our 
study
In order to get relevant questions for the study it was pre-
ferred to collect questions from previously conducted ques-
tionnaires, except for those that are defined in the previ-
ous chapters 4.4.3 and 4.4.4. One of the sources was the 
study made by Prajogo and Ahmed (Prajogo and Ahmed, 
2006) that found a strong influence between innovation 
stimulus such as leadership and the outcome as innovation 
performance in means of product and process innovation. 
To continue to establish a strong correlation between the 
innovation performance and the relevant questions the 
questionnaire was based also on the research by Baker 
and Sinkula (Baker and Sinkula, 1999) as well as a study 
published as an article “A Measure of Market Orientation” 
(Kohli, Jaworski and Kumar, 1993).

To validate which questions that should make sense 
for this study, the selected questions were tested on a pilot 
group of ten people within the same organization and in 
similar roles or positions who were expected to answer the 
questions in a similar way. In the case that the question was 
relevant, similar answers were expected, hence the ques-
tions were kept in the study. In the case that the question 
was difficult to understand, was ambiguous or was not ap-
plicable, the answers expected to differ, hence they should 
be removed from the survey. The outcome of this plot sur-
vey is described in the sub-chapter 4.7 on page 26 

4.6  Selecting the scale for the survey

For the questions in the survey, we decided to use the Likert 
scale (Likert, 1932). For all of the questions, in which the 
format of a typical five-level Likert item was: 

1 = Strongly disagree; 

2 = Disagree; 

3 = Neither agree nor disagree; 

4 = Agree; 

5 = Strongly agree

The use of a middle/ neutral alternative has been debat-
ed frequently without a clear conclusion. It is not only a 
matter of forcing respondents to use or avoid the neutral 
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In the analysis of the data a first level correlation model was 
used in order to get the dependencies between all stimuli 
groups in relation to the perceived innovation performance. 
See Figure 5-1 on page 26.

The questionnaire was sent out to 300 persons out of 
which 132 responded within a period of 2 weeks.

5.1  Preparation of data

The first step of the analysis was to convert all responses 
from attitudes in the second part of the instrument to val-
ues of a linear scale in order to correlate with the third part 
which already used a linear scale. The conversion is shown 
in the Table 5-1 on page 27.

The second step in the processing of the data is the clus-
tering of the responses into groups, representing the four 
dimensions, and the hypotheses respectively (H1.1-1.4). 
Here we chose a straight additive model as all of the ques-
tions belonging to each dimension were regarded equally 
important. The values for each question were accumulated 
and normalized within its dimension. This was done to be 
able to study each of the four dimensions comparatively. 
Each of the sums were then divided by the number of ques-
tions in each group for normalization and easier compari-
son between the dimensions. Table 5-2 on page 27.

The third step was to combine all the four dimensions into 
one single overarching index that should be put against the 
innovation performance, as a visualization of the aggre-
gated four dimensions. We refer to this as the Compound 
Dimensions. Again a straight additive model was used fol-
lowing the assumption that all of the dimensions should be 
weighted equally. See Table 5-3 on page 27. 

alternative. Matell and Jacoby showed that this question is 
much more complex (Matell and Jacoby, 1972).  In a study 
made by Munshi (Munshi, 2014) it is demonstrated that 
the choice of odd or even number of responses depends on 
the semantics of the questions as well as human behaviour 
that is in turn also culturally dependent. For this thesis it 
was therefore decided to utilize the original standardized 
5 point scale. For an increased precision in the question-
naire an idea for further research could be to first conduct 
a pretest and calibrate the odd/even numbers of responses 
to minimize the error. Such a pretest was out of scope for 
this thesis.

4.7  Outcome and validation of the pilot 
survey
Based on the pilot survey with all of the questions from the 
referenced surveys, a final set of  questions were selected 
from a larger collection of previously used research ques-
tions, sorted by category. 

The exception is the two questions added in the incen-
tives category (I2, I3) and the two questions added in the 
resources category (R2, R3), with motivation in the “4.4.3 
Incentives” on page 24 and “4.4.4 Resources spent on 
innovation” on page 24. Only questions with a high level 
of unity, based on our pilot group, were selected. 

5  Data processing
The instrument developed in this study consists of three 
parts. The first part consists of the demographic questions 
and is used for segmentation of the detailed analysis. The 
second part is composed by the four clusters measuring 
the aspects that provide innovation stimulus (VL, LO, IN 
and RS). For all of the innovation stimulus questions a five 
point Likert scale was used. 

The third part comprises one cluster measuring the 
aspects of innovation performance (P). This part of the in-
strument deployed utilized a linear scale to capture a range 
of attitudes from Worst in industry to Best in industry.

Visionary Leadership

VL1 VL2 VL3 VL4 VL5 VL6 VL7

Learning Organisation

LO1 LO2 LO3 LO4 LO5

Incentives

IN1 IN2 IN3

Resources

RS1 RS2 RS3

Innovation Performance

IP1 IP2 IP3 IP4 IP5 IP6

Stimuli Performance

Figure 5-1. – First level correlation model.
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The final correlation was made between the Compound 
Dimensions and IP. The results is found in Table 5-5 on 
page 27. It is a fairly high correlation compared to other 
levels found in this study.

5.3  Regression

5.3.1  Unfiltered regression

The regression analysis of the clusters was also computed by 
use of the Excel Data Analysis tool kit that performs linear 
regression analysis by using the “least squares” method to fit 
a line through a set of observations. This type of regression 

was judged to be sufficient compared to the level of detail in 
the collected data. If the data collected was more extensive, 
other forms of regression could have been evaluated. See 
Table 5-6 on page 27.

The R Square value of 0.3780 is interpreted as 37% of the 
variation in innovation performance can be explained by 
the stimuli tested in this model. This is a fairly low value 
from the aspect that it leaves 63% unexplained but on the 
other hand, it indicates that in total 37% of the innovation 
performance can be specifically attributed to the leadership 
attributes that is tested for. 

The regression coefficients as presented in Table 5-7 
on page 28 shows that there is strong  dependency be-

5.2  Correlation

Using the data analysis package in Excel gave the correla-
tion results found in appendix, Table A-1 on page 45. 
The correlation used is the Pearson product-moment cor-

relation coefficient (Pearson’s r). This is a measure of the 
linear correlation between two variables X and Y, giving a 
value between +1 and −1 inclusive, where 1 is total positive 
correlation, 0 is no correlation, and −1 is total negative cor-
relation. It is widely used in the sciences as a measure of the 
degree of linear dependence between two (or more) varia-
bles. Unfortunately the data analysis package in Excel does 
not give any confidence data for correlation tables.

When the grouping into clusters were applied, the resulting 
correlation was calculated into the table below. The cor-
relation analysis showed that there was a high correlation 
between VL and LO (0.68) as well as between the two stim-
uli VL, LO and IP (0.55 and 0.54 respectively). There was 
only low correlation between the two stimuli IN, RS and IP 
(0.16 and 0.22 respectively).  See Table 5-4 on page 27.

Table 5-1. – Conversion of likert scale to linear scale.

Attitude Numeric value for 
analysis

Strongly disagree 1
Disagree 2
Neither agree nor disagree 3
Agree 4
Strongly agree 5

Table 5-2. – Accumulated and normalized values within the 
group.

Question Group
(1+2+3+4+5+6+7)/7 VL (Visionary leadership)
(8+9+10+11+12)/5 LO (Learning Organiza-

tion)
(13+14+15)/3 IN (Innovation initia-

tives)
(16+17+18)/3 RS (Resources spent on 

innovation)
(19+20+21+22+23+24)/6 IP (Innovation perfor-

mance)

Dimensions Group
(VL + LO + IN + RS)/4 Compound Dimensions

Table 5-3. – Combining the four dimensions

VL LO IN RS IP
 VL 1
LO 0.68 1
IN 0.37 0.46 1
RS 0.44 0.53 0.47 1
IP 0.55 0.54 0.16 0.22 1

Table 5-4. – Correlation of clusters

Compound Dimensions IP
Compound 
Dimensions

1

IP 0.446164 1
Table 5-5. – Compound correlation

Regression Statistics
Multiple R 0.6148
R Square 0.3780
Adjusted R Square 0.3584
Standard Error 0.5833
Observations 132

Table 5-6. – Regression analysis
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When this expression is normalised (min=0 and max =1) 
for VL, LO and IP, it can be plotted as a 3 dimensional 
graph, visualising the relationship.

5.3.2  Compound Dimensions

The regression analysis of the Compound Dimensions was 
also computed by use of the Excel Data Analysis tool kit. 
See Table 5-9 on page 29.

The R Square value of 0.1929 is interpreted as 19% of 
the variation in innovation performance can be explained 
by the Compound Dimensions tested in this model. This 
is a fairly low value from the aspect that it leaves 81% un-
explained.

The regression coefficients as presented in Table 5-11 
on page 29, shows that there is strong  dependency be-
tween the Compound Dimensions and P ( =0,54). The 
same table shows that the p-value is low. 

When looking at the ANOVA (Table 5-10 on page 
29), the  column labelled significance F has the associ-
ated p-value. In this case, the value of Significance F was 
8.25E-8 which is several magnitudes smaller than the sig-
nificance level of 0.0005. Since the p-value is smaller than 
the significance level, we reject the null hypothesis (H0) at 
significance level 0.0005. This means that we can reject that 
the stimuli selected does not influence the performance in 
the selected model.

The rejection of the null hypothesis together with the 
given significance of the regression proves that the model 
for the Compound Dimensions is valid.

The numeric model for the Compound Dimensions 
(CD) based on the regression yields the following expres-
sion:

IP = 1.37 + 0.54 * CD

tween VL and P ( =0,40) and between LO and P ( =0,41). 
The same table shows that the p-values are low for the VL 
and IN (0.0002) but high for IN and RS (0.21 and 0.23 
respectively). This means that for VL and LO we can reject 
the null hypotheses that these two variables do not contrib-
ute to the output (innovation performance, P). For IN and 
RS there is a fairly high probability that neither of these two 
variables contribute to the output). We can not reject the 
null hypotheses for IN and RS. 

Even if the significance is low for IN and RS, there 
is an indication that these coefficients are actually negative 
(-0.0898 for both) in the correlation table (Table 5-7 on 
page 28). That further indicates that, in this study, the 
contribution from the two dimension IN and RS are actu-
ally counterproductive to innovation performance.

When looking at the ANOVA (Table 5-8 on page 28), 
the  column labelled significance F has the associated p-val-
ue. In this case, the value of Significance F was 2.01E-12 
which is several magnitudes smaller than the significance 
level of 0.0005. Since the p-value is smaller than the sig-
nificance level, we reject the null hypothesis (H0) at signif-
icance level 0.0005. This means that we can reject that the 
stimuli selected does not influence the performance in the 
selected model. The rejection of the null hypothesis togeth-
er with the given significance of the regression proves that 
the hypothesis (H1) made in this thesis is valid.

The numeric model based on the regression yields the fol-
lowing expression:

IP = 0.94 + 0.40 * VL + 0.41 * LO (based on Likert scale 
values ranging from 1 to 5)

In the expression the IN and RS are omitted, due to the fact 
that the significance of the two dimensions was too low.

Coefficients Standard Error t Stat P-value Lower 95% Upper 95%
Intercept 0.9398 0.3196 2.9402 0.0039 0.3073 1.5722
VL 0.4021 0.1038 3.8732 0.0002 0.1967 0.6076
LO 0.4115 0.1089 3.7771 0.0002 0.1959 0.6271
IN -0.0898 0.0716 -1.2542 0.2121 -0.2314 0.0519
RS -0.0898 0.0745 -1.2050 0.2305 -0.2372 0.0577

Table 5-7. – Regression table, unfiltered responses

ANOVA df SS MS F Significance F
ANOVA df SS MS F Significance F
Regression 4 26.2644 6.5661 19.2974 2.01E-12
Residual 127 43.2128 0.3403
Total 131 69.4773

Table 5-8. – ANOVA
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responses with the stratification based on this input. The 
distribution is shown in Table 5-12 on page 30 and Fig-
ure 5-2 on page 31.

Respondents being individual contributors only 
(no managers)

There could be a possibility that management representing 
the company believes that the vision statement is commu-
nicated and understood, but the individual contributors 
might have another opinion. Therefore the managers are 
excluded in this stratification. A separate correlation analy-
sis was made with respondents reporting as individual con-
tributors only.

Companies that yielded a positive result for the last 
fiscal year

Another aspect was to investigate the companies actually 
producing a positive result. The reason was twofold. A com-
pany making money out of the current offering might be 
more reluctant to innovation and change. Also, a company 
making no money could be regarded as not successful - no 
matter the level of innovation in the company. A separate 
correlation analysis was made with companies reporting a 
positive result.

5.3.3  Larger companies

The first demographic question segmented respondents 
working in companies of different sizes. Respondents were 
distributed as follows in Table 5-13 on page 31 and Fig-
ure 5-3 on page 31.

For the companies with more than 250 employees 
which was the largest group of respondents, the correlation 
showed similar patterns as for the whole population. The 
correlation between VL and LO was even higher than for 
the whole population implicating that it was subsequently 
lower for smaller companies. The correlation between two 
stimuli VL, LO and IP is also higher for larger companies 

Regression Statistics
Multiple R 0.4462
R Square 0.1991
Adjusted R Square 0.1929
Standard Error 0.6543
Observations 132

Table 5-9. – Compound regression statistics

ANOVA
df SS MS F Significance F

Regression 1 13.8303 13.8303 32.30973 8.25E-8
Residual 130 55.6469 0.428054
Total 131 69.4773

   Table 5-10. – Compound Anova

Coefficients Standard Error t Stat P-value Lower 95% Upper 95%
Intercept 1.36507 0.34435 3.96425 0.000121 0.68383 2.04633
Compound 0.54064 0.09511 5.68416 8.25E-8 0.35247 0.72882

Table 5-11. – Compound regression coefficients

Stratification of responses

For further analysis of the responses, a whole set of combi-
nations can be combined for different results. However, in 
this thesis it was limited to a few combinations, motivated 
as below:

Company size

A separate correlation was made for companies larger than 
250 employees in order to compare the outcome between 
small and medium sized companies versus large corpora-
tions.

Company age

Regarding company age, it could be a point in isolating 
the companies with lesser legacy. Hence there is a point in 
removing companies older than 20 years.

Companies working with products only (no servic-
es).

A separate correlation analysis was made to distinguish be-
tween companies working with products versus companies 
working with services only.

Line of business

As the answers came from a diversity of lines of business, 
there was not enough data in order to do any correlation of 
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ulation. The result is shown in Table 5-22 on page 32.

5.3.9  Causality

The general method for proving causality or in other words, 
cause and effect is to ascertain the three following criteria:

1. Establish that a relation exists and prove the relation, 
for instance by statistical measures.

2. Determine the time order of the relation. This means 
to prove that there a is change in the outcome between 
before and after the studied variables was changed. 

3. To rule out that the proven relation does not depend on 
any other alternative explanation.

In this thesis it was decided to focus only on the first part, 
establish the relation and prove the validity of this relation.

than for the whole population. See Table 5-14 on page 
31.

5.3.4  Companies younger than 20 years.

The second demographic question differentiated respond-
ents depending on the age of their companies. The distri-
bution is shown in Table 5-15 on page 31 and Figure 5-4 
on page 31

For the companies that are younger than 20 years 
(about half the population), the correlation showed similar 
patterns as for the whole population. Here the IN and RS 
parameters seemed to have even less impact on innovation 
performance than for the whole population. See Table 5-16 
on page 31.

5.3.5  Companies working with production.

The third demographic question segmented respondents 
depending on what type of deliverables they offer. See Table 
5-17 on page 31 and Figure 5-5 on page 31.

For the majority of companies, working with prod-
ucts only, the correlation showed similar patterns as for the 
whole population, presented in Table 5-18 on page 31.

5.3.6  Companies working in different lines of 
business

The fourth demographic question differentiated the re-
spondents depending on what line of business their compa-
nies belonged to. As stated above, no separate analysis was 
made based on this demographic question as the number 
of responses in each category was too low to yield any con-
fidence.

5.3.7  Individual contributors.

The fifth demographical question distinguished between 
the roles of the respondents. The distribution is shown in 
Table 5-19 on page 32 and Figure 5-7 on page 32.

For the respondents being individual contributors, 
the correlation showed similar patterns as for the whole 
population. See Table 5-20 on page 32.

5.3.8  Positive results.

The sixth and last demographic question divides respond-
ents companies into profitable and non profitable. The dis-
tribution is shown in Table 5-21 on page 32 and Figure 
5-6 on page 32.

For the companies that performed a positive result for 
the last fiscal year, the correlation showed similar patterns 
as for the whole population but the IN and RS parameters 
seemed to have a higher correlation than for the whole pop-

Your main line of business is best described as
Administrative and support service 
activities

2 1.5%

Agriculture, Forestry and Fishing 1 0.8%
Construction 2 1.5%
Education 1 0.8%
Financial and insurance activities 3 2.3%
Human health and social work activ-
ities

1 0.8%

Information and communication 23 17.4%
Manufacturing - Automotive 7 5.3%
Manufacturing - Consumer electron-
ics

18 13.6%

Manufacturing - Media 1 0.8%
Manufacturing - Medical Industry 4 3.0%
Manufacturing - Other 19 14.4%
Manufacturing - Software 22 16.7%
Mining and Quarrying 1 0.8%
Other service activities 6 4.5%
Professional, scientific and technical 
activities

19 14.4%

Public administration and defence; 
compulsory social security

1 0.8%

Transportation and storage 1 0.8%
Total no. of responses 132

Table 5-12. – Line of business distribution
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Information and communication

Manufacturing - other

Manufacturing - software

Professional, scientific and 
technical activities

Other
Figure 5-2. – Line of business distribution

Between 50 and 249 employees

Less than 10 employees

More than 250 employees

Between 10 and 49 employees

Figure 5-3. – Company size distribution

More than 20 years old

Less than 1 year old

1 - 3 years old

4-10 years old

11 - 20 years old
Figure 5-4. – Company age distribution

Table 5-13. – Company size distribution

What is the size of your company?
Less than 10 employees 6 4.5%
Between 10 and 49 employees 18 13.6%
Between 50 and 249 employees 16 12.1%
More than 250 employees 92 69.7%
 Total no. of responses. 132

Table 5-14. – Company size stratification

How old is your company?
< 1 year 5 3.8%
1 - 3 years 7 5.3%
4 - 10 years 10 7.6%
11 - 20 years 38 28.8%
More than 20 years old 72 54.5%
Total no. of responses 132

Table 5-15. – Company age distribution

Your company mainly delivers:
Products 101 76.5%
Services 31 23.5%
Total no. of respondents 132

Table 5-16. – Company age stratification

Products

Services

Figure 5-5. – Product and services distribution

VL LO IN RS IP

 VL 1

LO 0.68
IN 0.28 0.41 1
RS 0.48 0.55 0.39 1
IP 0.58 0.56 0.11 0.17 1

Table 5-17. – Products and services distribution

VL LO IN RS IP
 VL 1
LO 0.74
IN 0.38 0.44 1
RS 0.47 0.60 0.46 1
IP 0.61 0.58 0.11 0.20 1

VL LO IN RS IP

 VL 1
LO 0.63 1
IN 0.38 0.46 1
RS 0.28 0.37 0.60 1

IP 0.57 0.44 0.10 0.07 1

Table 5-18. – Products and services stratification
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No

Yes

Irrelevant

Figure 5-6. – Financial result distribution

Manager, managing individuals

Individual contributor

Manager, managaing managers

Project Manager

Figure 5-7. – Respondent position distribution

VL LO IN RS IP

 VL 1
LO 0.65 1
IN 0.24 0.42 1
RS 0.24 0.29 0.53 1
IP 0.49 0.46 0.20 0.20 1

Table 5-20. – Respondent position stratification

What of the below alternatives does best describe 
your position in the company?
Manager, managing managers 20 15.2%
Manager, managing individual 42 31.8%
Project Manager 28 21.2%
Individual contributor 42 31.8%
Total no. of responses 132

Table 5-19. – Respondent position distribution

Did your company produce a positive financial result 
last year?
Yes 95 72.0%
Irrelevant, we are a non profit or-
ganization

2 1.5%

No 35 26.5%
Total no. of respondents 132

Table 5-21. – Financial result distribution

VL LO IN RS IP

 VL 1
LO 0.71 1
IN 0.44 0.52 1
RS 0.54 0.60 0.46 1
IP 0.55 0.55 0.35 0.40 1

Table 5-22. – Financial result stratification

6  Empirical findings
Overall there was a positive correlation between Leadership 
and Innovation as such - verifying the main hypothesis 
(H1). However, looking at the sub groups, some interesting 
information was added.

There was a strong correlation between the visionary 
leadership (VL), the  learning organization (LO) and in-
novation performance (IP). As concluded in the regres-
sion analysis, incentives (IN) and resources (RS) did not 
seem to have any validity at all in this survey.

There was a positive correlation between Visionary lead-
ership and Innovation performance as defined in this 
model. Hence sub hypothesis H1.1 was verified.

There was a positive correlation between Learning organ-
ization and Innovation performance as defined in this 
model. Hence sub hypothesis H1.2 was verified.

There was a no significant correlation between Incentives 
and Innovation performance as defined in this model. 

Figure 5-8. – Relationship between LO, VL and IP
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that the direct relation between  VL - IP as well as LO - IP 
was proven valid.  The reviewed studies had a more com-
plex model with only secondary influence from VL and LO 
on IP or organization performance. Also added in this anal-
ysis, was a combined index of the innovation stimuli. This 
index, derived from the data model was introduced to be 
used for ranking and comparison, both internally to moni-
tor trends, and externally between companies.

7.2  Visionary Leadership

The H1.1 hypothesis covering the VL parameter turned out 
to be valid in this study - aligned with what was found in 
the theory review. As discussed in “2.2.1 Visionary Leader-
ship to drive innovation” on page 15, the vision compo-
nent in leadership puts the focus on the long term goal or 
wanted position for the company. A visionary leadership 
contradicts in a way to a transactional leadership with short 
term focus. To point out a direction that everybody in the 
company can relate to, thus also encourages innovation. 
The result closely follows the findings of for instance Sethi-
be and Steyn who correlated the innovation performance 
to the visionary aspects of transactional leadership (Sethibe 
and Steyn, 2015).

7.3  Learning organization

Since the H1.2 hypothesis was proven valid, it is interesting 
to pursue research with focus on activities associated to a 
learning organization. Especially to encourage transparent 
communication in terms of sharing ideas and knowledge, 
which was one of the strongest factors in the correlation.

Just as the researchers Liao, Fei and Liu found, there 
was a strong relation between organizational learning and 
innovation (Liao, Fei and Liu, 2008). These researchers also 
found the relation between visionary leadership and organ-
izational learning but it became even more clear with the 
strong correlation found in this study.

7.4  Incentives

The H1.3 hypothesis covering the IN parameter turned out 
not to be valid in this study both due to the low value f the 
coefficients in the regression as well as the low confidence. 
The failure of this hypothesis seemed to be counter-intui-
tive at first. However, the concept of incentives is vast and 
only parts of it was probed in this study:

Recognition and rewards for innovation

Rewards for participation in innovation events

Rewards for ideas that can lead to patents 

Hence sub hypothesis H1.3 was rejected.

There was a no significant correlation between Resources 
spent on Innovation and Innovation performance as de-
fined in this model. Hence sub hypothesis H1.4 was re-
jected.

The model showed that 37% of the innovation per-
formance could be specifically attributed to the four di-
mensions of leadership attributes that was tested for. Fur-
thermore, but not defined in the model, there was a high 
correlation between Visionary leadership and Learning or-
ganization. Even when filtering at some of the demograph-
ical data, the relationship stayed intact on a high level with 
some minor differences:

The correlation between visionary leadership (VL), 
learning organisation (LO) and innovation performance 
(IP), was higher for larger companies (more than 250 
employees)

There were no significant difference between product 
and service companies.

The difference in the correlation of the questions from 
managers versus non managers had no significant dif-
ference.

When the examined, individual questions regarding in-
centives and resources (Table A-1 on page 45), it was 
observed that the correlation became negative for some in-
dividual questions. Specifically, this was from the question 
“I2 - Employees are rewarded for participating in company 
internal innovation events”; “I3 Employees are rewarded 
for ideas that could eventually result in patents”; and “R3 
- My immediate manager supports me in working with in-
novation aligned with the vision and direction of the or-
ganisation”. The confidence for these clusters was too low 
to make any further conclusion.

Finally, there was a moderate correlation between the 
Compound index of the leadership dimensions and inno-
vation performance (0.46). The corresponding correlation 
for the Compound index showed that 19% of the variation 
in the Innovation performance is attributed to the Com-
pound index. The regression for the compound index to-
wards innovation performance proved that there is a statis-
tically significant relation for this relation.

7  Analysis
7.1  Connecting theory and model with 
the results from the survey.
As stated in “5.3 Regression” on page 27, the main hy-
pothesis was proven valid. This was in line with other stud-
ies and academic research. The difference in this study was 
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8  Conclusions and Implications
This chapter will focus on implications of the verified  as 
well as the discarded hypotheses. It will also discuss the im-
plications and suggestions for further studies.

8.1  Strengths in the model and data col-
lected
However well designed or researched a model is, there are 
always twists, angles or flaws that could not be covered or 
compensated for. This section accounts for the strengths 
and weaknesses in the study made.

8.1.1  Respondents

The demographic aspect of the selection of respondents 
might have an influence on the outcome of the survey. It is 
plausible that all regional, national or international aspects 
of culture could have a dependency towards how compa-
nies relate to leadership and innovation. The population 
of this study had a geographical centre in western Europe 
and with a majority of Scandinavian residents. This was not 
tested for in the demographic questions but serves as an es-
timate deducted from the selected population who received 
the invitation for the survey. Due to the relatively small ge-
ographical distribution of respondents, the assumption was 
that the company culture concerning leadership and inno-
vation is to some extent similar. That in turn contributed 
positively to the high confidence obtained in the regression 
analysis.

8.1.2  Number of responses

The survey was sent out to a group of 300 persons out of 
which 132 responded. The number of responses is high 
enough to perform regression and correlation analysis with 
satisfying confidence. It is also enough to cross correlate 
with the demographic questions to stratify different groups 
towards the whole population. With a smaller group of re-
spondents, this would not have given any confidence.

8.1.3  Robustness in the regression

The regression analysis turned revealed a good fit to the 
model proposed. The R Square value of 0.3780 showed 
that the parameters tested for has a strong influence on the 
output. The high confidence to the level of 0.0005 (1 tail) 
showed that there was a good consistency in the responses 
for the Visionary Leadership (VL) and Learning Organisa-
tion (LO) parameters.

It is possible that activities underlying these questions were 
not frequent enough in the respondents companies to give 
correlation for the incentives parameter. Another possibility 
is that companies had other ways of working with incen-
tives and innovation that was not covered by the questions. 
The third and more interesting explanation proposes that 
the parameter for incentives did not make any difference 
for the innovation at all in the respondents companies. To 
be certain, further studies could be executed to reassure the 
findings and cross correlate the result with other groups etc. 
It might be that different questions covering other aspects 
of this parameter could have given a decisive outcome of 
the correlation. The research covered in the literature study 
showed that there is ambiguity when it comes to the effect 
of monetary rewards for innovation (Barros and Lazzarini, 
2012). This is evident in the outcome of this study.

7.5  Resources spent on innovation

Also the H1.4 hypothesis covering the RS parameter turned 
out not to be valid due to low value of the coefficients in 
the regression and the low confidence in this study. This 
might be the most interesting finding of the study. Again, 
seemingly counter-intuitive resources spent on innovation 
did not seem to have any influence on the innovation per-
formance that could be determined at least by this study. 

The findings of the study by Yang, Wang and Cheng 
(Yang, Wang and Cheng, 2009) do point to the problem-
atic behaviour of this dimension in terms of its non-linear 
response.

Again, other questions with different formulation and 
target focus might have yielded a decisive relation in the 
correlation.

7.6  Compound Dimensions

The Compound Dimensions, representing the four dimen-
sions of leadership, proved to be a valid representative for 
underlying dimensions. This means that companies or re-
searchers can use this index for comparing, either internally 
from year to year or externally for benchmarking towards 
competitors. Several other innovation indices exist such as 
Global Innovation Index (Global Innovation Index Organ-
ization, 2016) focusing on comparison of whole countries 
or yearly lists from different magazines such as Forbes list 
of the most innovative companies (Forbes.com, 2016). The 
findings made in the data analysis was that there is no de-
termined, or maybe even negative, effect by investing in 
Incentives or Resources dedicated for innovation.
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8.2.2  Testing for the same thing

The studies covered in the theory chapter, e.g. Prajogo and 
Ahmed (Prajogo and Ahmed, 2006), Baker and Sinkula 
(Baker and Sinkula, 1999) as well as the study by Kohli, 
Jaworski, and Kumar (Kohli, Jaworski and Kumar, 1993), 
showed that there was a close relation between VL - IP, 
LO - IP as well as between VL - LO. This indicated that 
if not carefully selected, there might be an overlap where 
the questions within the VL cluster either tested for an at-
titude covering the LO cluster or vice versa. There was also 
a possibility that the questions in both VL and LO clusters 
actually tested for the same underlying parameter. Judging 
by the relatively high correlation (0.68) between VL and 
LO as displayed in table [clustered correlation] this can not 
be omitted.

8.2.3  Biased respondents

At the time of the survey the respondents might have been 
in a mode influencing the response. It could have been a 
stressful moment, a time just after a negative message was 
communicated in the company or in a situation where per-
sonal difficulties overshadow an otherwise neutral state of 
mind. It is possible that such a condition influenced the 
respondents. It can of course not be mitigated for with a 
remote survey where the state of the respondents can be as-
sessed for. However, the relative high number of responses 
can to some extent compensate for this with a distribution 
of answers sometimes being biased in one and sometimes in 
another direction, evening out tendencies.

8.2.4  Biased answers (formulation and phrasing)

Sometimes during the completion of a questionnaire, a 
respondent can get caught by a sentence or a phrasing of 
a question that brings up a memory or a special situation 
that sticks to the mind and influences the response of the 
subsequent questions. It can not be mitigated by the design 
of the study but again, the relative high number of respons-
es can to some extent compensate for this by evening out 
differences. There is also possibility of the well known ef-
fect of framing (Tversky and Kahneman, 1981) where the 
positive or negative attribution in a question influences the 
response. That could have been mitigated by conducting a 
pre study to isolate the framing effect with a control group. 
It was not in the scope of this study.

8.3  Interpretation and application

This study has shown that management will get rewarded 
by putting equal focus on visionary leadership and activities 
promoting a learning organization. There was no direction 
to be concluded when it comes to incentives and resourc-

8.1.4  Hypothesis fit with the correlation

Given the robustness in the regression model it could be 
stated without any reservation that the hypothesis was 
proven to be valid. The second level hypotheses revealed 
that only two of the four parameters had a confident corre-
lation with the output. The two hypotheses H1.1 and H1.2 
were proven valid but H1.3 and H1.4 did not prove any 
validity.

8.1.5  Alignment with theory

Generally this outcome was displayed similarities to the 
revised theory. Most studies reviewed shows a strong sup-
port for that there is a strong relation between VL, LO and 
Innovation Performance (IP) just as the outcome of this 
survey. When it comes to Incentives (IN) and Resources 
(RS), the studies covered in the theory section shows that 
the relation is more elusive. So also in this study. Since the 
confidence of the the IN and RS parameters was low, it 
was concluded that there was an ambiguity in the relation 
to these parameters. This ambiguity was also supported in 
the theory covered for instance by Fu (Fu, 2012) or Yang, 
Wang and Cheng (Yang, Wang and Cheng, 2009). Appar-
ently, the questions used in this study could not resolve this 
ambiguity.

8.2  Weaknesses in the model and data col-
lected
8.2.1  The actual Questions

The majority of the selected questions in this study were 
based on previous studies (20 out of 24). The rest was cre-
ated for this study. The reuse of validated questions gives 
a higher confidence that the questions actually measures 
what was intended. 

The individual question that had the strongest con-
tribution within the cluster for IP  was: “The use of in-
novative ideas in our firm’s new products/services?”. Most 
of the questions representing the stimuli gave the highest 
correlation to this particular aspect of IP. The interpretation 
of this finding was that this single aspect best can be used 
as a key indicator for Innovation Performance (out of those 
selected in this study).

The individual question that had the highest influence 
on the IP cluster was: “Our company builds and maintains 
efficient solutions in order to share knowledge for everyone 
within the organisation.” This question had the highest cor-
relation to almost all of the questions in the IP cluster. The 
interpretation of this finding was that one primary aspect 
of building a learning organization starts in efficient infor-
mation sharing within the company.
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uring the innovation performance. Inverting the questions 
made in this thesis to statements, it could serve as a strate-
gic advice or direction, when planning activities in order to 
boost innovation. 

es spent on innovation. The literature shows that there are 
connections and that a positive relation can be established 
but the dimension i ambiguous and difficult to manage ef-
fectively. This study also shows that there is a positive corre-
lation between the two dimensions of visionary leadership 
and learning organization meaning that efforts to promote 
either one of them will also have a positive reinforcing ef-
fect of the other. The proposed way to approach these two 
dimensions is to treat them as a duality or pair to be pro-
moted by combined efforts.

8.4  Answer to the research question

The research question for this thesis was formulated as how 
to balance the four dimensions in order to improve innova-
tion performance. The question has been answered by the 
the validation of the three hypotheses H1, H1.1 and H1.2. 
Visionary leadership and Learning organization are two as-
pects of leadership that are highly important for companies 
to achieve success in innovation performance. Accordingly, 
the two hypotheses H1.3 and H1.4 has been rejected and 
can not with any certainty be stated to improve innovation 
performance.

8.5  Ideas and proposal for further research.

It would be of great interest to delve into the reasons to why 
the two hypotheses H1.3 and H1.4 failed to prove valid. 
Most likely, there are existing aspects of both incentives and 
spending resources on innovation that could give a positive 
impact on innovation performance. 

For example, the resources issue was also brought up 
in the book “The innovator’s dilemma” (Christensen, 1997) 
- in which Clayton Christensen, amongst other things, 
brings up the idea of creating a subsidiary in order to avoid 
a potential conflict of interest in order to boost innovation 
speed. On the same subject the alternative to create a small-
er unit, a strategy business unit, is presented by Govinda-
rajan and Kopalle (2006), in order to deal with this issue. 
These theories did not seem to be supported by the findings 
made in this thesis based on the data collected. 

It would therefore be interesting to try to clarify fur-
ther ambiguity that seems to exist in the area of resources 
and incentives related to performance since the concept of 
incentives is ubiquitous and the common assumption is 
that it seems to be working when in fact it might not (ac-
cording to the research in this thesis)

Furthermore it was found during  the data processing 
and analysis that there is no determined, or maybe even 
negative, effect by investing in Incentives or Resources ded-
icated for innovation. It might be of interest to investigate 
this even further, only using the visionary leadership and 
learning organisation as input in order to estimate the inno-
vation performance in a company, as a substitute to meas-
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This demographic parameter was added to investigate if 
there are differences in terms of leadership and innovation 
between making products - or delivering services.

D4 Your main line of business is best described as:

Multiple choice:
Agriculture, Forestry and Fishing
Mining and Quarrying
Manufacturing
Automotive
Consumer electronics
Furniture
Garment and apparel
Medical Industry
Media
Software
Other
Electricity, gas, steam and air conditioning supply
Water supply, sewerage, waste management and remedia-
tion activities
Construction
Wholesale and retail trade; repair of motor vehicles and mo-
torcycles
Transportation and storage
Accommodation and food service activities
Information and communication
Financial and insurance activities
Real estate activities
Professional, scientific and technical activities
Administrative and support service activities
Public administration and defence; compulsory social secu-
rity
Education
Human health and social work activities
Arts, entertainment and recreation
Other service activities
Activities of households as employers; undifferentiated goods- 
and services-producing activities of households for own use
Activities of extraterritorial organisations and bodies

The origin of this list is the Standard industrial classification 
of economic activities (SIC) used in EU for guidance in 
statistical reporting. Since manufacturing is a wide class of 
activities, it has been broken down further by the authors 
in accordance with other categorization (UK Government, 
2016).

Perhaps there is also a difference in innovation per-
formance in different line of business. It was therefore of 
interest to investigate if there was a varying connection 
between leadership and innovation amongst different busi-
ness categories.

D5 Did your company produce a positive financial 

A  Appendix
A.1  Questions

In the following section the questions for the survey are dis-
cussed. For most of the dimensions the questions are based 
on previous questionnaires and for some of the dimensions 
there questions added specifically for the purpose of this 
thesis. The sections with added questions  are discussed in 
more in.

A.1.1  Demographics

D1 What is the size of your company? 

Multiple choice: [Less than 10 employees; Between 10 and 49 
employees; Between 50 and 249 employees; More than 250 
employees]

The rationale of asking for the company size was to de-
termine if there was a difference between different sizes of 
companies with regards to leadership and innovation. A 
company with less than 10 employees was regarded as a 
Micro Company, a company between 10 and 49 was re-
garded as a Small Company. A company between 50 and 
249 was regarded as a Mid Sized Company and a compa-
ny with more than 250 employees was regarded as a Large 
Company  (Ekonomifakta, 2016)

According to Rebecca Henderson’s studies, (Hender-
son, 2016b), smaller companies and start-ups tend to be 
less restricted and better equipped to launch and handle 
disruptive innovation than large companies restricted by 
larger assets to maintain. A start-up’s lacking cash can face 
problems, but it can also force a company to be agile. If one 
initiative doesn’t work, you close it down and start another. 
Big firms need to act like small, creative ones to innovate 
significantly. This is a difficult proposition for a large, tight-
ly run company. 

D2 How old is your company?

Multiple choice: [< 1 year; 1 - 3 years; 4 - 10 years; 11 - 20 
years; More than 20 years old]

This demographic parameter was included to distinguish 
between how older companies and younger companies re-
lates to innovation. This question aims to answer the ques-
tion if it can be assumed that a small company is more in-
novative than a larger company where there is no history 
regarding profitable and proven business to maintain.

D3 Your company mainly delivers:

Multiple choice: [Products; Services]
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Unless the immediate manager supports the vision and di-
rection of the organisation it is hard to follow the strategy 
set out by the Executive Management. It might also confuse 
the organisation getting mixed messages from the immedi-
ate manager and the Executive Management, which makes 
prioritization difficult, especially when there is a change in 
direction of the company that lacks alignment and buy-in 
(Hanson, Melnyk and Calantone, 2011). There was a high 
level of unity in the responses to this question in our refer-
ence pilot group.

V4 Executive management actively encourage a cul-
ture of innovation in the company.

The reason why this question was selected from previous 
research question is that it connects the ability of the execu-
tive management to encourage the organisation to embrace 
change, thinking outside of the current business. As for 
above, this question alone does not answer if the leadership 
is visionary, but combined with the other aspects of leader-
ship, such as be able to point out a direction is important to 
boost the vision. The stated vision might include that inno-
vation is part of the future success, but not exactly how this 
should be achieved. There was a fairly high level of unity in 
the responses to this question in our reference pilot group.

V5 There are no barriers between individuals and/
or departments when it comes to collaboration to-
wards a common goal.

Here the organisational culture was taken into account in 
terms of how the cooperation inside the company can help 
excelling in working towards a common goal, aligned with 
the company vision. There was a moderate level of unity in 
the responses to this question in our reference pilot group.

V6 Our executive management requires our organi-
sation to launch new ideas in our products/services 
offering.

Having an ambition to stay on a leading edge through in-
novation of new products and/or solutions sends signals to 
the organisation to think about the next step. The ability 
of the management to deploy innovation in real solutions 
and/or products is important not to get stuck in only ide-
ation or in complacency. There was a relatively high level 
of unity in the responses to this question in our reference 
pilot group.

V7 Our executive management requires our organi-
zation to be competitive through adapting to inno-
vations and new practices made by others.

Similar to the question above, with the difference that in-

result last year?

Multiple choice: [Yes; No; Irrelevant, as we are a non profit 
organization]

This demographic distinction between companies was in-
cluded to be able to filter out companies that are non prof-
itable. This demographic parameter should furthermore be 
possible to cross correlate against the innovation perfor-
mance.

D6 What of the below alternatives does best de-
scribe your position in the company?

Multiple choice [Manager, managing managers, Manager, 
managing individual contributors, Project Manager, Individ-
ual Contributor] 

This question was added in order to compare the attitudes 
between employees with different positions and responsi-
bilities in the company, to be used as another control vari-
able in the analysis.

A.1.2  Visionary Leadership

Likert: 1 = Strongly disagree; 2 = Disagree; 3 = Neither agree 
nor disagree; 4 = Agree; 5 = Strongly agree

V1 You have a clear understanding of the future di-
rection of your company.

Having a clear and understandable direction in a company 
may have an effect on making innovation in a direction 
that is prosperous for the company success. This question 
aimed to assess the question if the leadership was connected 
to a common direction or vision. There was a high level of 
unity in the responses to this question in our reference pilot 
group.

V2 Executive management share similar beliefs 
about the future direction of this organization be-
tween each other and the people within the organ-
isation.

Having a clear and understandable direction in a company 
may have an effect on making innovation in a direction that 
is prosperous for the company success. This question alone 
does not answer the question if the leadership is visionary, 
but is a prerequisite for management to deploy a vision in 
any organisation. There was a high level of unity in the re-
sponses to this question in our reference pilot group.

V3 My immediate manager share the similar beliefs 
about the future direction of this organisation as 
our Executive Management.
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information on competition and customer trends 
in the market.

A learning organization needs to be attuned to the market 
and trends in the customer base. To be able to foresee and 
anticipate the direction of the development and envision 
the jump to the next leap  in products satisfying the un-
derlying need of the customers. The responses in the pilot 
study showed that this was a unifying question in the refer-
ence pilot group.

A.1.4  Incentives

Likert: 1 = Strongly disagree; 2 = Disagree; 3 = Neither agree 
nor disagree; 4 = Agree; 5 = Strongly agree

I1 Employees are recognized and rewarded for their 
innovative ideas.

This question tests if it is important for management to 
encourage innovation by rewarded innovative ideas. This 
can be regarded as medium long term incentives. There was 
a high level of unity in the responses to this question in our 
reference pilot group.

I2 Employees are rewarded for participating in 
company internal innovation events.

This question was added outside of the previously made re-
search questions. Motivation for the relevance and connec-
tion to innovation is written in the theory chapter as well 
as under 4.4.3 on page 24 above. There was a relatively 
high level of unity in the responses to this question in our 
reference pilot group.

I3 Employees are rewarded for ideas that could 
eventually result in patents.

This question was added outside of the previously made 
research questions. Motivation for the relevance and con-
nection to innovation and patents is written in the theory 
chapter as well as under 4.4.3 on page 24 above. There 
was a high level of unity in the responses to this question in 
our reference pilot group.

A.1.5  Resources spent on innovation

Likert: 1 = Strongly disagree; 2 = Disagree; 3 = Neither agree 
nor disagree; 4 = Agree; 5 = Strongly agree

R1 Our company provides time and resources in 
order to come up with new innovative ideas.

This question was selected as it highlights the correlation 

novation may origin in what actually goes on outside of the 
own company walls. This also connects to visionary leader-
ship in a way that the focus for finding new ideas also lies 
in continuously scanning the market and competition in 
line with the own company direction and vision. There was 
a high level of unity in the responses to this question in our 
reference pilot group.

A.1.3  Learning organization

Likert: 1 = Strongly disagree; 2 = Disagree; 3 = Neither agree 
nor disagree; 4 = Agree; 5 = Strongly agree

L1 Our company encourages multi-skilling, e.g. 
job rotation and/or cross functional teams.

This question was selected based on previous research 
pointing out the connection between learning and innova-
tion. To have an appropriate and broad skillset, is base for 
innovation and must be encouraged by the management. 
There was a fairly high level of unity in the responses to this 
question in our reference pilot group.

L2 Our company builds and maintains efficient 
solutions in order to share knowledge for everyone 
within the organisation.

To actively share information within the organisation is an 
important part in a learning organisation and that is why 
this question was selected from previous surveys. There was 
a relatively high level of unity in the responses to this ques-
tion in our reference pilot group.

L3 In our company, employees frequently encoun-
ter non-routine and challenging work that stimu-
lates creativity.

Only working with routine tasks does not really open up 
creativity. In order to keep learning new things, it is impor-
tant to have challenging tasks. There was a moderate level 
of unity in the responses to this question in our reference 
pilot group.

L4 Our company pursues long-range programmes 
in order to acquire technological capabilities in ad-
vance of our needs

Actively and proactively invest in new knowledge is also 
important in order the be prepared for new technologies 
and ways of working, why this question was selected. There 
was a fairly high level of unity in the responses to this ques-
tion in our reference pilot group.

L5 The company actively monitors and feeds back 



Leadership and Innovation44(46)

IY2578 V16 - MBA Master ThesisMåns Westesson, Magnus Pettersson

business models. There was a high level of unity in the re-
sponses to this question in our reference pilot group. 

P4 Relative to competition, how was the overall 
patent portfolio growth last year?

To continuously grow the patent portfolio in a company, 
is directly related to the company value and its potential of 
being competitive. Hence this is a most relevant question - 
and there was a high level of unity in the responses to this 
question in our reference pilot group

P5 Relative to competition, how was the overall 
performance in your company last year?

Performance relative competition, as prerequisites may dif-
fer between different lines of businesses. There was a rela-
tively high level of unity in the responses to this question in 
our reference pilot group.

P6 How has your company’s market share evolved 
during the last year?

Market share is another measurement of a company suc-
cess and ability to compete. Both Supply driven and market 
driven innovation could influence the market share. There 
was a high level of unity in the responses to this question in 
our reference pilot group.

between time and resources spent on innovation activities. 
There was a moderate level of unity in the responses to this 
question in our reference pilot group.

R2 In our company resources are reserved in order 
to work on new concepts in dedicated teams, re-
gardless of other ongoing projects.

This question was added outside of the previously made re-
search questions. Motivation for the relevance and connec-
tion to innovation is written in the theory chapter as well 
as under 4.4.4 on page 24 above. There was a high level 
of unity in the responses to this question in our reference 
pilot group.

R3 My immediate manager supports me in working 
with innovation aligned with the vision and direc-
tion of the organisation.

Having the vision set on the future, focusing on coming 
innovation and not only prioritizing short term focus in the 
ongoing projects is an important component in visionary 
leadership. The responses in the pilot study showed that 
this was a unifying question in the reference pilot group.

A.1.6  Perceived Innovation Performance

Linear: 1 = Worst in industry; 5 = Best in industry

P1 The use of innovative ideas in our firm’s new 
products/services?

Added in order to measure the perceived outcome of inno-
vation in terms of deployment in new products. There was 
a high level of unity in the responses to this question in our 
reference pilot group.

P2 The number of our new products/services that 
are first-to-market (early market entrants) relative 
to competition?

Being first to market with new technology is also an effect 
of being innovative. This is also one of the prerequisites to 
eventually break new ground and be disruptive. This ques-
tion represented the Supply driven innovation category. 
There was a relatively high level of unity in the responses to 
this question in our reference pilot group. 

P3 New product/services cycle time (i.e., time 
elapsed from ideation to roll-out of new products) 
relative to competition?

As innovation stretches beyond technology itself, cycle 
times are another way to make change, and improve on 
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A.2  Full correlation result
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Table A-1. – Full correlation result




