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Abstract 
The ongoing globalization and the ever changing economic climate put pressure on 
companies’ innovative capability. The purpose of this thesis is to investigate what 
role leadership has for enhancing innovation in a small software company in the open 
innovation dimension. This thesis is a qualitative research of the leadership and 
organizational impact on innovations. We have interviewed the CEO and two 
employees in a software company specialized in interface programming on industry 
computer monitors in .NET and consulting services. The company is Swedish and 
there are currently ten employees working in the business.  

A vast literature review was made to cover the main subjects on transformational 
leadership and open innovation. These theories were then combined with the results 
from the performed case study. The used technique for data collection was semi-
structured interviews which we conducted in three different occasions spread over a 
three week period. 

We found out that there are some problems to take into consideration when 
managing innovations in smaller firms. For example there are some problems for 
these companies to find and retain skilled staff members due to the lack of time for 
competence development. Smaller firms also rarely have the time or competence 
needed to develop new products by themselves. It requires that the firms 
organization is held flexible to find the needed knowledge externally.  

The case-study revealed that the indirect positive impact and idealized influence 
displayed by the leader helps mediating organizational innovation. The studied 
company also showed characteristics from Chesbrough’s open innovation theories. 
Co-creation and spin-off activities existed where only co-creation could be seen as 
part of open innovation. Due to the size and structure of the business in this case 
study the employees are to be considered as self-managed, that is further 
strengthened by the empowerment of the leadership organization. 

The importance of empowerment in conjunction with transformational leadership 
were discovered. There is a delicate balance between self-management and unity of 
direction that requires leadership in order to sustain maximum innovation capabilities. 

During the transition process towards an open innovation approach there are 
numerous challenges that leadership will face. Many of these negative effects can be 
minimized by a leader possessing the traits attributable to a transformational 
leadership. We therefore argue that a transformational leader is a good candidate if 
the outcome of the transition to open innovation is to be maximized.  

Keywords:  
Transformational leadership, open innovation, case study, organization, SME, 
software industry. 
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1. Introduction 
In today’s ever changing business environment firms need to be able to execute organizational 
innovation. The reason for this is that the companies’ ability to innovate is the key for its 
survival and adaption to new and changing market realities. Getting new products to reach the 
market in a quick and effective way is crucial for companies in order to stay competitive. 
During the recent years, innovation in the technology business has reached a high speed 
where new applications and products quickly enter the market. 

We both have several years of work experience that shown us the importance of managing 
innovations well to stay competitive in this new business environment that aroused. Since we 
also have a great interest in leadership we wanted to gain an understanding of what role the 
leadership could have for the work regarding innovation. 

1.1 Background  
As stated above, innovations are central for companies to stay competitive. Therefore it is 
important to understand what underlying factors that drive this process. 
Many articles and books can be found that claims that today’s leaders are key figures in the 
innovation process and that the transformational leaders are particularly interesting to achieve 
organizational innovation. This is due to the fact that the transformational leaders are found to 
have a positive impact on the process of innovation (See for example Jung et. al 2003 and 
Lale and Arzu 2009). 

Among the reviewed literature, we were unable to find which specific processes of leadership 
that has an impact on innovation. How do you create and maintain an environment that 
supports organizational innovation? What impact does the leadership have on this process? 
We wanted to seek an understanding to these questions and therefore we decided to dedicate 
this thesis to investigate the relationship between leadership and innovation. 

In this thesis we will specifically examine what impact the transformational leadership seems 
to have on open innovation.  

1.2 Problem discussion 
In the early 1900s much of the science was just beginning to be understood. Chesbrough 
states that “there was a large void between the sciences embodied in the university classroom 
lectures and the beneficial use of those insights in commercial practice” (Chesbrough 2003 p. 
22). So, at that time the logic of pursuing the discovery and commercial development of 
scientific knowledge within the own firm made sense. There was just no other way than to 
pursue innovation through internal R&D organizations. Chesbrough defines this as the 
“closed model of innovation”. 
At this time there was an explosion of college graduates and postgraduates students that 
dramatically increased the availability of knowledgeable people. The mobility among these 
well-trained people was higher which led to a greater transfer of knowledge in and out of 
firms (Chesbrough 2003). This was one of the factors that started the erosion of the closed 
innovation paradigm and was later captured in Chesbrough´s concept of open innovation, 
which he defines as “the use of purposive inflows and outflows of knowledge to accelerate 
internal innovation, and expand the market for external use of innovation, respectively” 
(Chesbrough 2005). 
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The new landscape of knowledge that arose forced the centralized R&D organizations to 
reform since this way of managing knowledge only make sense in a world of scarce external 
knowledge which was no longer the case (Chesbrough 2003). 
These eroding changes led to a paradigm shift and a need for a new logic of innovation. As 
Chesbrough states: “Instead of managing intellectual property (IP) as a way to exclude anyone 
else from using your technology you manage IP to advance your own business model to profit 
from your rival´s use” (Chesbrough 2003 p. 51). The winning strategy is to make the best use 
of internal and external knowledge to create new products and services. 

    
Figure 1: Schematics of open innovation. 

Open innovation companies manage IP in a strategic level, both buying and selling IP. They 
create and extend markets for their technology by an extensive use of licensing where the 
point is to get the technology leaving the labs as soon as possible so the researchers can “learn 
new ways to apply, leverage, and integrate that technology into new offerings” (Chesbrough 
2003 p. 57). 
The firm’s business model provides a useful framework to link technical decisions, such as 
what should be supplied internally and how to integrate internal and external pieces into 
systems and architectures, to economic outcomes. (Chesbrough 2003) 
According to Chesbrough, firms can create and capture value from their technology in three 
ways: 

1. Incorporating the technology in their current business 
2. Licensing the technology to other firms 
3. Launching new ventures that exploit the technology in new business arenas 

(Chesbrough 2003). 

By defining the business model it will stand clear what will be needed to provide internally 
and create a link to the surrounding value network that creates value to the customer. Once the 
business model is defined, it has to be shared within the company. As Chesbrough puts it; 
“among other benefits, your business model provides a language for connecting technical 
activities and business activities in your innovation process” (Chesbrough 2003 p. 179). 
  
Chesbrough argues that innovation and growth in the approach of open innovation requires 
that the business is thought of as a service and that the process of co-creation is of great 
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significance. Therefor there is a need for creating new business models that can profit from 
internal as well as external innovation. (Chesbrough 2011) 

Several factors have been identified as enhancers of organizational innovation; among these 
the manager’s role has a great impact. Jung et al. points at the great influence that top leaders 
management style has on a company’s innovation process (Jung et al. 2003). They found out 
that there is a strong link between the transformational leadership-style and organizational 
innovation (Jung et al. 2003). This is also verified empirical by Lale and Arzu who shows that 
transformational leadership is an important determinant of organizational innovation amongst 
small and medium business in the technology sector (Lale and Arzu 2009). 
  
We believe that shifting focus towards this new service-approach will benefit by having a 
transformational leader displaying the specific skills that is associated with this leadership 
style. According to Lale and Arzu, transformational leaders are those leaders who transform 
follower’s personal values and self concepts, move them to higher level of needs and raise the 
performance expectations of their followers (Lale and Arzu 2009). Transformational leaders 
are also described as emphasizing long-term and vision-based motivational processes (Jung 
et. Al 2003). 

1.3 Problem formulation and purpose 
In this thesis we will focus on the leadership’s role in organizational innovation in SME’s 
(Small Medium Enterprise) in the software industry. The goal is to answer the thesis research 
question: 
“How organisational leadership enhance innovation in a small software company?” 

The question is very wide and one could probably find a infinite number of answers to it. It 
very quickly became clear that there was a need to narrow it down a bit and therefore a 
literature review will be performed on transformational leadership theory and Chesbrough´s 
open innovation (Chesbrough 2003). The two concepts are then studied in order to find their 
interaction and common patterns. The theory will then be combined with the case study 
results to gain an understanding of the above mentioned research question. Therefore we have 
chosen to introduce the following alternative more narrowed down research question as an 
alternative to the original one. It is formulated as follows: 
“How does transformational leadership enhance innovation in a small software company in 
the open innovation dimension?” 

As mentioned above the first part of the thesis focuses on investigating the connection 
between transformational leadership and organizational innovation. Existing theories and 
findings is gathered in a literature review to serve as a theoretical framework. Further on in 
the thesis a connection between transformational leadership and organizational innovation 
will be deduced out of existing literature. 
A case study will be performed where the effective outcome of transformational leadership on 
open innovation is compared to existing theories. The case study will be performed on a small 
software business working with innovations in order to find new competitive ways for its 
business.The case study has also been used as a generator for where to look for theory. When 
new patterns emerges in the case these will be searched for in literature to find explanation for 
the phenomena. This is done in an iterative manner until theoretical saturation has been met.   
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1.4 De-limitations 
Leadership can be practiced in many different ways and the literature gives examples of 
several different leadership styles. Among these we chose to look into the transformational 
leadership. In this thesis we focus on the impact that this particular leadership style has on 
organizational innovation. Even though we have used literature from different parts of the 
world in the literature review our study is made under Swedish conditions. We intentionally 
selected a small business for the study due to the fact that small firms are believed to have 
certain advantages over incumbent firms making them generating a higher rate of innovations 
(Teece 2000). Focus has also been on the technology sector since; in general, these firms 
display a high rate of innovations due to the business nature. The case study was performed in 
one single company and the results are focused on that particular firms way of managing its 
business and its relations to open innovation.  

This study will not try to determine the leadership traits of any individual. Subjects of study 
will only be looked at from a strict business administration view. We have neither the 
knowledge, skills, or study to determine the leadership class or persons traits of any 
participant. However, what will happen is that we try to match the observations to the given 
characteristics of transformational leadership.   

1.5 Thesis’ structure 
This thesis begins with an introduction chapter where we provide a brief explanation of both 
transformational leadership and innovation and describes why this is an important factor for 
enhancing innovations. The thesis continues with a literature review of previous academic 
research in the Theory chapter. It is described what the academic world states around 
innovations and how to enhance innovations in companies and link this to transformational 
leadership. The thesis then follows up on how this is applied in SME’s and co-creation best 
practices. Then the used research method is described in the Methodology chapter. In this 
chapter it is described how case study is used in conjunction with grounded theory in an 
iterative process as a theory generating process. The thesis continues with the actual case-
study and its resulting analyze followed by conclusions. In Appendix A-D the interview 
questionnaires are provided that were used throughout the interviews.  
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2. Literature review of transformational leadership and 
innovation in SMEs  
This chapter contains an analysis of the literature in order to give the reader an 
understanding of the role of leadership in organizational innovation and transformational 
leadership. We then connect the theories and provide a description of the transformational 
leader and its relation to the approach of open innovation. The effect of small business and 
innovation is also investigated. Also drawbacks of open innovation is covered as well as 
theory about customer co-create. 

2.1 The role of leadership in organizational innovation 
Leadership is not only something that concerns the top management; it is needed throughout 
the organization in every level (DuBrin 2010). Leadership can be defined in several different 
ways; among these we have chosen the following for the purpose of this thesis: “The ability to 
inspire confidence and support among the people who are needed to achieve organizational 
goals” (DuBrin 2010 p. 2). Leadership can be pursued different depending on the situation 
and some researchers even claims that leadership is not relevant at all; this statement relies on 
the assumption of the existence of substitutes for leadership. An example of such a substitute 
would be closely knit teams of highly trained employees. Such a group could be considered to 
be so self propelled and have so strong focus on the goal that they would not require 
leadership at all. But despite this fact, however self-managing a group would seem they will 
require delegation by a higher authority (DuBrin 2010). One can therefore conclude that 
leadership is indeed needed, although to different extent for different groups. 

According to Jung et.al (2003) leadership is the factor that has been identified by many 
researchers as being one of the most important enhancers of organizational innovation. 
Organizational innovation could be defined as following: “the tendency of the organization to 
develop new or improved products/services and its success in bringing those 
products/services to the market” (Lale and Arzu 2009 p. 264). In Wikipedia a similar 
definition can be found:  "[Innovation] is generally understood as the successful introduction 
of a better thing or method. [It] is the embodiment, combination, or synthesis of knowledge in 
original, relevant, valued new products, processes, or services." (Wikipedia 2011) For the 
purpose of this thesis we have used Lale and Arzus definition since we perceive that one to be 
clearer. 

Previous research in the area has shown that leaders affect followers in both indirect and 
direct ways. “An example of a direct effect is leaders catering to followers´ intrinsic 
motivation and higher level needs, which are known to be important sources of creativity 
[…]. Indirectly, leaders support creativity by establishing a work environment that encourages 
employees to try out different approaches without worrying about being punished […]” (Jung 
et.al 2003 p. 526). 

By shaping an environment where trial and error is allowed, the leader can contribute to 
increased creativity. The leaders act therefore becomes an important factor for the 
organization and the work with innovations. There are several types of leadership styles 
defined; among them we find the transformational leadership. The transformational leader 
possesses a set of characteristics that can have a strong impact on the business model and the 
organizational innovations may also increase because of these characteristics.  
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When it comes to sustaining high creativity Jung et al. specifically stresses the importance of 
leadership. According to them leaders should act to “creating and sustaining an organizational 
climate and culture that nurtures creative efforts and facilitates diffusion of learning” (Jung et 
al. 2003 p.527) and “when leaders supported constructive problem solving and followers’ 
self-efficacy, followers displayed higher levels of creativity” (Jung et al. 2003 p.528). In 
today's competitive market there is a special challenge for leadership to act and coordinate 
creative behaviors. “Unless the creative behaviors of individual employees can be coordinated 
and their creative outputs and ideas are harnessed to yield such organizational-level outcomes, 
the company still would be left without effective responses to the challenges of competitive 
marketplace” (Jung et al. 2003 p.526). It is also know “that employees produced more 
creative work when they were supervised in a supportive, non controlling manner” (Jung et al. 
2003 p.528).  

2.2 Transformational leadership and the impact on the business 
model  
Transformational leadership consists of four interrelated components: idealized influence, 
inspirational motivation, intellectual stimulation and individualized consideration. 

Idealized influence: These leaders are admired, respected, and trusted. Followers identify 
with and want to emulate their leaders. Among the things the leader does to earn credit with 
followers is to consider followers’ needs over his or her own needs. The leader shares risks 
with followers and is consistent in conduct with underlying ethics, principles, and values. 
(Bass et.al 2003)

Inspirational motivation: Leaders behave in ways that motivate those around them by 
providing meaning and challenge to their followers’ work. Individual and team spirit is 
aroused. Enthusiasm and optimism are displayed. The leader encourages followers to envision 
attractive future states, which they can ultimately envision for themselves. (Bass et.al 2003)
Michaelis et.al argues that when leaders show idealized influence and inspirational motivation 
it can serve as an important means of teaching new behaviours and modifying attitudes. These 
processes are likely to enhance identification with the goals of the change-initiative and to 
develop followers’ capabilities to deal with it effectively. This increased identification with 
change-initiative goals and followers’ capabilities are likely to be associated with high levels 
of commitment to change, which in turn leads to innovation implementation behavior. 
(Michaelis et.al 2009) 

Intellectual stimulation: Leaders stimulate their followers’ effort to be innovative and 
creative by questioning assumptions, re-framing problems, and approaching old situations in 
new ways. There is no ridicule or public criticism of individual members’ mistakes. New 
ideas and creative solutions to problems are solicited from followers, who are included in the 
process of addressing problems and finding solutions. (Bass et.al 2003) Michaelis et.al argues 
that under the above circumstances, followers are more likely to identify and to concentrate 
on the positive outcomes of change-initiatives instead of on worries and concerns (Michaelis 
et.al 2009).

Vrande et. al conducted a survey in order to analyze the trends, motives and management 
challenges of SMEs with regards to open innovation. They found out that external networking 
(to acquire new or missing knowledge) and user innovation, where the customer is involved 
in the process, is of great importance for SMEs. Since small firms often lack the necessary 
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resources for developing and commercializing new products themselves, they are more often 
inclined or forced to collaborate with other organizations to overcome these difficulties. 
One main barrier has been identified for SMEs implementing open innovation, and it is 
related to organizational and cultural issues which arise when the SMEs start to work in 
partnership with other organizations or external partners. (Vrande et.al 2009) 
We believe that this is where the leader has the biggest impact. By providing the above 
mentioned intellectual stimulation, like questioning assumptions and making the co-workers 
look at old problems in new ways, the leader will create a culture that support the open 
innovation approach. 
  
Individualized consideration: Leaders pay attention to each individuals need for 
achievement and growth by acting as a coach or mentor. Followers are developed to 
successively higher levels of potential. New learning opportunities are created along with a 
supportive climate in which to grow. Individual differences in terms of needs and desires are 
recognized. (Bass et.al 2003). Michaelis et.al states that as a consequence, “followers may be 
encouraged to stay focused on the goals of the change-initiative and to keep trying when they 
suffer a setback. Taken together, leaders’ personal support and encouragement is likely to 
enhance followers’ commitment to change, which in turn results in heightened innovation 
implementation behavior” (Michaelis et.al 2009 p. 413).
  
As stated above, a number of studies have been conducted that shows a positive relationship 
between transformational leadership and organizational innovation. Jung et.al argues that 
there are several reasons to expect that a transformational leadership would enhance creativity 
and innovation among employees. First, the transformational leader goes beyond the 
exchanging contractual agreements for desired performance by actively engaging followers’ 
personal value system. Followers’ identity is linked to the collective identity of the 
organization which increases the followers’ intrinsic motivation to perform their job. The 
transformational leader is also increasing the followers’ motivation by articulating a vision for 
the organization which in turn raises their willingness to perform. Another effect given by this 
is that it increases the willingness to go beyond the followers’ self-interests for the sake of the 
collective identity. Second, through providing intellectual stimulation the transformational 
leader encourages the followers to “think outside the box” to see problems with new eyes and 
encourage them to challenge their values, traditions and beliefs. To achieve this it is an 
important task for the transformational leader to serve as a role model. (Jung et. al 2003). This 
is in line with DuBrin that has identified that “Transformational leaders encourage their staff 
to think innovatively as well and give them challenging assignments” (DuBrin 2010 p. 86) as 
an important trait. 

The transformational leader encourages the employees to deal with problems in new ways and 
to think in wider perspectives could lead to company spin-offs. This is due to the fact that this 
type of leader will not immediately stop the employee from inventing a new product, even 
though it won´t fit the current model of the business. A good example of this is Google that 
lets its employees spend “20% on technical project of their own choosing” (Iyer and 
Davenport 2008 p. 64). 

The transformational leader must act on both sides, i.e. not only pay his or her attention to the 
personnel but also look at the business model. The business model has to support the work 
with innovations and this could be achieved by transforming from a closed model of 
innovation to an open approach. 
  



Saers and Sedell  - Final Thesis Proposal second release     2011-11-30
FE2413 Master thesis - MBA, Blekinge Institute of Technology 

8

The right knowledge is crucial when working with innovations. Knowledge is far more 
widely distributed today than ever before due to increased mobility among employees. 
Chesbrough (2010) describes that this increased mobility has led to “the end of the knowledge 
monopoly” and further describes in his open innovation approach that companies should take 
advantage of this knowledge diffusion. To win, your company must make the best use of 
internal as well as external knowledge. (Chesbrough 2010)  

In the paper “The role of transformational leadership in enhancing organizational innovation” 
(Jung et al. 2003) the authors find some preliminary findings of the effect of transformational 
leadership on innovation. In the paper the authors state “that the link between empowerment 
and organizational innovation was negative rather than positive. This finding implies that 
companies, which delegate more autonomy to employees, are less rather than more 
innovative” (Jung et al. 2003 p.539). In other words empowerment is not in general good for 
innovation. There need to be a unity of direction regarding innovation as the mean for 
company success. Jung et al puts it forward that “Unless the leader plays an active role in 
providing guidance, coordinating and supporting these activities, employees or organizational 
units might wind up working at cross-purposes” (Jung et al. 2003 p.539). This may seem like 
contradicting old research where “a negative relationship between centralization and 
organizational innovation, where centralization was defined as the concentration of decision-
making authority in the hands of higher management and may be seen as an opposite 
construct to autonomy and empowerment” (Jung et al. 2003 p.530) was found. However as 
stated above transformational leadership aims at transforming the followers so that their goal 
goes in line with company goals. Jung et al. underlines that it may be “a general need for 
transformational leaders to maintain a balance between letting people feel empowered and 
providing guidance via defining goals and agenda” (Jung et al. 2003 p.539).This finding 
shows the important of a transformational leadership or similar functions in industries with 
high innovation rates. This is also strengthen by the findings that Jung et al. found a “positive 
and significant relationships between transformational leadership and empowerment as well 
as support for innovation and a positive relationship between support for innovation and 
organizational innovation” (Jung et al. 2003 p.538). 

This positive connection between the transformational leader and innovations is shown 
empirically by both Jung et al. (2003) and Lale and Arzu (2009). The later conducted their 
study on micro- and small-sized entrepreneurial software development companies unlike Jung 
et al., who studied bigger companies. Lale and Arzu found that the relationship also existed 
during incremental innovation related to developmental work in smaller businesses. Their 
definition of organizational innovation did not only include the firm’s tendency to innovate 
but also paid attention to how successful the innovations became. By this they found support 
not only for the transformational leader to promote innovative activities but also for the 
innovations to become a market success. 

Another important factor affecting organizational innovation is the prevailing organizational 
climate. In a culture built on efficient and reliable operations with no mistakes, innovation 
might not be highly valued. Employees operating in such a culture avoid risky decisions in 
fear of potentially negative consequences. Jung et al. argues that “when an organizational 
culture values initiative and innovative approaches, employees are more likely to take 
calculated risks, accept challenging assignments, and derive intrinsic enjoyment from their 
work” (Jung et al. 2003 p.531). 
By stimulating the employees to think in new ways and questioning their assumptions, the 
transformational leader stimulates them to be innovative and creative. When this 
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organizational climate well is established, it provides guiding for the employees that could 
lead to enhancing innovations. 

2.3 Transformational leadership and open innovation
As mentioned earlier, an open innovation businesses can´t rely only on internal innovations, 
but must also look externally for knowledge. Chesbrough takes this further in his book Open 
services innovation. He states that as manufacturing today is spreading around the world to 
low-cost regions it is getting harder for companies to compete. One way out of this trap is to 
focus on services and rethink business to innovate and build them, this could give firms a 
significant competitive advantage. (Chesbrough 2011) 

To enable innovation and growth in this approach there are four concepts and practices that 
are critical: 

1. You must think of the business as a service in order to sustain profitability and achieve 
growth. 

2. Innovators must co-create with customers to create more meaningful experiences for 
customers, who will get more of what they really want. 

3. Open innovation accelerates and deepens service innovation and growth by promoting 
specialization within the customers, suppliers, makers of complementary goods or 
services, and other third parties surrounding the business, resulting in more choice and 
variety for customers. 

4. Effective services innovation requires new business models that profit from internal 
innovation initiatives and stimulate external innovation activities that add to the value 
of their own business. 

  
If taken together, the principles will form a framework that will allow the business to compete 
and grow in a service era. The service approach should be adopted regardless if your business 
deals with products or services to be able to find new ways to generate profitable growth. 
(Chesbrough 2011) 

We believe that shifting focus towards this new service-approach will benefit by having a 
transformational leader displaying the skills mentioned earlier.  

According to Lale and Arzu a success factor for organizational innovation is how the firm 
understands and takes advantage of external knowledge. They state that there is “a positive 
association between external communication and innovation” (Lale & Arzu 2009 p.268). 
Forming strategic alliances with external parties such as other firms and universities is a 
valuable source to obtain and share different types of expertise, funding, or output. (Lale & 
Arzu 2009) This is in line with open innovation that, as described earlier, relies on the in- and 
outflow of knowledge to accelerate innovative activities. Chesbrough is also highlighting the 
importance of cooperating with universities, arguing that “[…] you should assess the state of 
relations between your company and any universities whose faculty are doing research in 
areas of interest to your industry.” (Chesbrough 2003 p.180). And more generally, “Look for 
external technology you can license into your organization.” (Chesbrough 2003 p.182). 
However external support by itself does not have a direct influence on innovation. It is not 
enough to have support externally to develop new products and services and bring them to a 
successful market entrance. An interesting conclusion from Lale and Arzus study is that 
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external support leverages the effect of transformational leadership on innovation. (Lale & 
Arzu 2009) 

In the book “Open innovation” 2003 Chesbrough present his thoughts on how a transition can 
take place to an open innovation company strategy. The strategy is put forward from a 
managers perspective. Early Chesbrough shows concern that the transition is not just about 
compiling a strategy but also a challenge for the company leaders. Chesbrough urges 
managers to think  “how can you and your company move from a mentality of Closed 
Innovation to one of Open Innovation?” (Chesbrough 2003 p.178). He argues that much of 
the problems are mental and in order for the transition to occur leadership needs to “persuade 
your organization to give up a certain amount of control, to access and utilize the wealth of 
external knowledge” (Chesbrough 2003 p.178). Chesbrough argues that “There are vital 
business issues that licensing can influence, and you cannot delegate these issues to your legal 
staff. One such issue is the not-invented-here (NIH) virus, which makes some internal R&D 
organizations allergic to any externally sourced technology.” (Chesbrough 2003 p.182). Our 
believe is that leadership play an important part of tackling the NIH virus in the organization. 
This idea is supported by Chesbrough who realize the important of getting support from every 
level in the organization “Filling these gaps in your R&D portfolio should not exclude your 
internal R&D leadership. These leaders can often be highly useful in evaluating an external 
company’s technology, as long as you guard against the NIH virus.” (Chesbrough 2003 
p.184). Not only the R&D is affected by the transition. Chesbrough argues that an equal big 
challenge “…will be the allergic reaction of the business side of your organization to going 
outside at all. This is the not-sold-here (NSH) virus, the business counterpart to the NIH virus 
in R&D”  (Chesbrough 2003 p.186). It means that 

� Using an external organization risks losing control over the technology 
� If we lose control, competitors could steal the technology 
� Outside companies will make money with our stuff 

(Chesbrough 2003 p.186) 

Chesbrough argues that the business model plays a vital role during a transition from closed 
to open innovation. By creating and presenting it to the organization it creates focus and 
understanding throughout the organization. “Among other benefits, your business model 
provides a language for connecting technical activities and business activities in your 
innovation process” (Chesbrough 2003 p.179). To maximize innovation it is particularly 
important for the R&D staff to understand where the organization is heading. Chesbrough 
argues that leadership should “take the time to educate your researchers on your company’s 
business model and your future roadmap. Many of your research staff may be unclear or 
confused about these business aspects of your company.” (Chesbrough 2003 p.190)  and that 
“R&D staff members are so busy meeting shorter-term objectives with incremental 
innovations that they contribute fewer fundamental insights than their budgets would initially 
suggest.” (Chesbrough 2003 p.179). Chesbrough therefore suggest that “It is helpful to create 
a roadmap that details your future R&D projects and shows roughly when they will appear” 
(Chesbrough 2003 p.180)  

Our believe is that transformational leadership is particular good choice of leadership to ease 
the effect of transition to an Open innovation business strategy. In this chapter, we stated that 
making the transition from a closed to open innovation approach would be easier if led by a 
transformational leader. The reason is that the transformational leader increases the 
employee’s motivation and willingness to perform by articulating a strong vision for the 
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organization. A major impact is also practiced by this leader type’s ability to get the followers 
to see problems from a different angle and encourage them to challenge their beliefs, values 
and traditions. 

2.4 Side-effects of open innovation 
For many firms the collaboration in the open innovation process, as proposed by 
Chesbrough’s (2003), is not even an option but a requirement. Lichtenthaler (2009) conducted 
a study that revealed the relevance of the risks associated with opening up the firm’s 
innovation process. He argues for the risk of transferring technology from outside the firm, 
which may lead to the neglecting of developing critical technological competencies internally. 
There is a risk in being dependent of external technologies which may strengthen the 
suppliers’ competitive ability. So, there are definitely risks with taken on a open innovation 
approach. However, Lichtenthaler argues that these risks can be avoided through skillful 
management. The risk seems to be resulting from opening up the exploration, exploitation and 
retention of technology too excessively, and interdependence's between these activities may 
worsen some of the risks. (Lichtenthaler 2009) 
The results in the study suggest that “firms may achieve additional benefits if they further 
open up their innovation processes along with establishing a proficient management of the 
open innovation processes”. (Lichtenthaler 2009 p. 7) 

2.5 Innovation in Small medium enterprises (SME´s) 
When it comes to innovation, small firms are believed to have certain advantages over 
incumbent firms making them generating a higher rate of innovations.  Larger firms seem to 
be more risk-averse and do not engage in competency-destroying activities to the same extent 
that smaller firms tend to do. They have a tendency to produce incremental innovations 
relying on current technologies while the smaller firms more often come up with radical 
innovations. Larger firms with established assets and routines are also showing a higher 
degree of risk-aversion than small firms. This risk-aversion often leads to biased decision-
making, resulting in limited probability to explore radical and uncertain innovations. (Teece 
2000) 

Decision making slows down in large, hierarchical organizations duo to bureaucratic features 
where “[…] a formal expenditure process involving submissions and approvals is 
characteristic” (Teece 2000 p. 70). In the case of technological innovation, it is critical to 
reduce time-to-market since the changes in this market is really high. To reduce this time 
organizations will have to restructure and look into their decision-making processes to assist 
their innovative behaviour, arrangements around this could be to create special business units 
or new ventures department with the aim of creating flatter and more specialized units where 
decision making and responsiveness becomes quicker. In this way of organizing, there is a 
need for cross-functional teams over the units. In this organizational hierarchy “[…] authority 
flows as much from knowledge as position”. (Teece 2000 p. 71) 

To enable the small businesses to access needed information for business development, like 
“best practice”, access to experience from industry and management and also get access to 
resources for marketing, distribution and sales Nowak and Grantham (2010) states that this 
will require flexibility in the organizational structure. The structure of the organization will 
have to be designed to enable cooperation among universities, public sector and commercial 
interests to find the needed information and knowledge. (Nowak and Grantham 2000) 
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Small firms tend to engage far lesser in training than bigger firms, have higher level of 
entrants and early exits and can to a lesser extent let the employees participate in education 
and development activities. Because of their small size they cannot afford to let the employees 
take time off for education and development. (Grey and Mabey 2005) 

Finding and retaining skilled staff is a growing problem for SMEs across Europe and the fact 
that they in many cases can´t participate in educational activities limits the economic role of 
many small firms. The personal independence that many employees hope to find in a small 
company may have the effect of inhibiting cooperation with other companies making the 
external support hard to find when it’s needed. Despite the fact that smaller firms seems to be 
more restricted when it comes to training, they do possess other advantages, like higher 
degree of flexibility. Also the managers in small companies are more all-round then managers 
in large companies which can be of advantage. (Grey and Mabey 2005) 
  
The size of the firm has a direct relation to the extent at which employees participate in 
internal and external training and also in the relation between firm size and ability to give the 
employees time for their own development. (Grey and Mabey 2005) 

Research findings suggests that SMEs innovative work is becoming more open. An 
explanation to this could be that small firms don’t have the necessary resources needed to 
develop new products and get them to the market. To access these resources, they are often 
forced to collaborate with other organizations that are more incumbent (Vrandea et al 2009). 
SMEs are mainly adopting to open innovation for market-related reasons. They use this 
approach to effectively serve customers needs or by the means of opening up new markets to 
get secure revenues and maintain their growth.  

There are also problems encountered with open innovation for SMEs. When they start to 
collaborate with external partners there may arise cultural and organizational issues in the 
innovation activities, which spans over several areas such as external networking and 
customer involvement (Vrande et al 2009). From their performed study conclusions were 
drawn that “innovation in SMEs is hampered by lack off financial resources, scant 
opportunities to recruit specialized workers, and small innovation portfolios so that risks 
associated with innovation cannot be spread” (Vrande et al 2009). Another main finding were 
that a lot of obstacles that arise are related to the corporate organization and the company's 
culture. (Vrande et al 2009) 

2.6 Co-creation with customers 
A central part of Chesbrough open innovation involves the advantages of co-creating in 
development of products with customers. Ramswamy and Gouillart has investigated the topic 
in order to further understand the enablers of the process. 

“In co-creation, strategy formulation involves imagining a new value chain that 
benefits all players in the ecosystem”. (Ramaswamy and Gouillart 2010 p. 106) 
  
Stakeholders, like employees and suppliers, need to get involved in the process of customer 
co-creation. To get them participating they need to be able to generate value for themselves as 
well. They should be given the opportunity to take active part of designing and managing 
their own work experience, engaging them in identifying problem and solving them. 
(Ramaswamy and Gouillart 2010) 
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Ramaswamy and Gouillart who have studied co-creation for several years, proposes four 
principles of co-creation that applies to any business: 
  

� Stakeholders won’t wholeheartedly participate in customer co-creation unless it 
produces value for them, too. 
This is about creating an interest among the individuals, referring to their sense of 
engagement. Most people need to see what value can be created for them in order to 
enthusiastically participate in a task. 

  
� The best way to co-create value is to focus on the experience of all stakeholders. 

The success in co-creation lies in the shift of organizational focus from the creation of 
economic value towards a focus on “providing rewarding experiences for customers, 
employees, and other stakeholders” (Ramaswamy and Gouillart 2010 p. 104). 
The stakeholders should be able to organize their own interactions with each other. 

  
� Stakeholders must be able to interact directly with one another. 

Hierarchies are limiting the dialogue among people. To successfully solve  problems 
individuals with different experience and perspectives must be given the opportunity 
to come together to discuss solutions. 

  
� Companies should provide platforms that allow stakeholders to interact and share their 

experience. 
Focus should be on facilitating collaboration through platforms that “help people share 
their experiences and develop an understanding of other key players ‘problems and 
priorities”. (Ramaswamy and Gouillart 2010 p. 105) 

Building the co-creative enterprise stimulates both productivity and creativity, leading to 
lower costs; new business models and reveals other sources of revenue. All this is achieved by 
engaging the stakeholders and building new interactions and experiences among them. 
(Ramaswamy and Gouillart 2010) 

This concludes the literature review. In the case study and analyse of the case study we will 
utilize: 

� Leadership, transformational leadership, innovation and organizational aspects. 
� The relationship between leadership and open innovation. 
� Open innovation, especially co-creation but also side effects of open innovation in 

SME’s. 
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3. Method 
This chapter starts by announcing a plan on how the research question should be answered. It 
is followed by a theoretical framework of the selected methods and discussion of alternative 
methods and why the selected method was ultimately chosen. 

The thesis was performed in the following way. The thesis work started with a literature 
review where existing theories were identified. Sources of literature were mainly articles with 
the exception of some books. Since many of the theories can be seen as very new (only some 
years old) the selection of articles as literature stream was intentionally. This work creates the 
start of our theoretical framework. 
  
When theory base was built up it was decided that a case study was the best way to build an 
understanding about the topic. The goal was to find a company with the right characteristics 
to study and explore how the thesis theory adapts to reality. The task to find a company for 
the case study was a challenging part. Many companies did not want to get involved in a case 
study that in some sense could involve evaluation of leadership. Suitable regional companies 
were evaluated based on company info found on web-pages and information extracted from 
the Internet. When a candidate were found initial contacts were made over e-mail or phone. In 
order to identify if the company was suitable interviews were performed. At this time 
interview theory and material was needed for the process to screen the selected company for 
characteristics that would fit the thesis theory part. If the information gathered from the 
interviews matched the criteria for the case study further interviews were conducted. 
  
After the initial interviews more literature review were performed in order to satisfy the 
theoretical foundation from the selected companies industry size and profession. More in 
depth field interviews were then performed while theory was constantly revised and adapted 
according to the results. This part relies on grounded theory and the inductive/deductive 
theory where the ground is covered on the actual thesis questions. This step was a iterative 
process jumping back and forth between literature review, interviews and grounded theory 
coding. This enabled us to adapt theories according to the findings done at the selected case 
study. 

3.1 Case study 
The case study is traditionally used for study in topics of social science and management 
(Garson 2008a). Garson argues that “Because only a few instances are normally studied, the 
case researcher will typically uncover more variables than he or she has data points, making 
statistical control (ex., through multiple regression) an impossibility”. (Garson 2008a) A case 
study should include as many variables as possible and to describe the interaction between 
them, often over a longer period  (Merriam 1994). 

A case study involves an in-depth and detailed study of a single event, such as a workplace or 
a specific company. The situation are studied and elucidated in a detailed manner. (Bryman 
and Bell 2005). This view is shared by Eriksson and Widersheim-Paul that explains that the 
case study involves looking at a few objects, like a company, in a variety of ways unlike the 
statistical studies where a few aspects is studied in many cases, for example advertising 
efforts (Eriksson and Weidersheim-Paul 2001).  

Case study can create new meanings, to broaden the reader's experience or confirm what you 
already knew or thought you knew. Previously unknown relationships and variables can be 
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the result of a case study, which may lead to a new view of the studied case (Merriam 1994). 
Since the objective of this thesis is to answer a “how” type question, it is therefore a matter of 
discovering new relationship between known theories. Using a technique that has the 
possibility to find relationship is therefore of special interest to us. According to Merriam case 
study fits our needs.  

Comparing case study to other research methods motivates our selection. Field experiments 
and controlled experiments is aimed at answering the “What-if” question. The methods 
require that the researchers has the ability to alter the field and make things happen where 
case study don’t “try to change the team’s behaviour” (Rugg and Petre 2007). Field 
experiments also require a quite large sample size. As with surveys the goal is to find how 
widespread things are. This require a statistically big enough population to work on and some 
idea of the variables that should be tested. (Rugg and Petre 2007). As stated above the 
purpose of our thesis is to shed light on new relationship and therefore the case study has been 
the selected method for this thesis.  
     
It is important for the reader to understand that “case studies are not representative of entire 
populations, nor do they claim to be” (Garson 2008). Therefore it is important that the 
findings during our research are worked on in a manner where author and reader not 
generalize the findings on general cases. Also case selection is of importance and should be 
theory-driven. 

Unlike the designs of experiments, survey research and historical research, case studies have 
no claim on any specific methods for collecting and analyzing information. All methods of 
collecting scientific information, from test to interview, can be used in a case study, although 
certain methods of course are more common than others. (Merriam 1994). In this thesis we 
will use interviews as our main data collection method. The choice was logical since semi-
structured interviews are useful for theory building research. Having face to face interviews at 
the case study site also give us the possibility to observe the organization, its work 
environment and the employees charisma. Comparing this to survey where information only 
is interpreted in written word it brings great value to the analysis of this thesis. 

Kathleen M. Eisenhardt describes in her article ”Building Theories from Case Study 
Research” an highly iterative process that is “especially appropriate in new topic areas”. 
(Eisenhardt 1989 p. 532). The process is based on how case studies can be used to build 
theories. In her paper she examine what work has been done before concerning qualitative 
theory building. What the strength’s and weaknesses are and how it can be applied fruitfully. 
Building theories from case studies is related to grounded theory where “The method relies on 
continuous comparison of data and theory beginning with data collection.” (Eisenhardt 1989 
p. 534). “Case studies typically combine data collection methods such as archives, interviews, 
questionnaires, and observations” (Eisenhardt 1989 p. 534). 
  
Eisenhardt define a process that has the following overall activities. 
  

� Define research question: 
Definition of a research question in broad terms. This creates focus and gives the 
researcher the possibility to filter data to avoid being overwhelmed. The initial 
“construct can also help to shape the initial design of theory building research” 
(Eisenhardt 1989 p. 536). It is also important to recognize that the initial research 
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question is temporary and therefore can be replaced when new findings are observed. 
Most important the research question should in a theory building case be constructed 
in a clean-table matter. This means that researcher “should avoid thinking about 
specific relationship between variables and theories as much as possible” (Eisenhardt 
1989 p. 536). The research question should be created with some references to existing 
literature and some important variables. (Eisenhardt 1989) 

� Selecting Cases: 
Eisenhardt states that the selection of cases “is an important aspect of building theory 
from case studies” (Eisenhardt 1989 p. 536) and has similarities to hypothesis testing. 
“While the cases may be chosen randomly, random selection is neither necessary, nor 
even preferable” (Eisenhardt 1989 p. 537). The cases should be chosen in such a 
matter that they represent the extreme or where the “process of interest is transparently 
observable” (Eisenhardt 1989 p. 537). 

� Crafting Instruments and Protocols 
Data collection is commonly interviews, observations, and archival sources but is not 
limited to inductive methods only but also qualitative ones. “Quantitative evidence can 
indicate relationships which may not be salient to the researcher” (Eisenhardt 1989 p. 
538).  It is common to combine multiple data collection methods in a case study, 
however not required. “The rationale is the same as in hypothesis-testing research. 
That is, the triangulation made possible by multiple data collection methods provides 
stronger substantiation of constructs and hypothesis”  (Eisenhardt 1989 p. 538). 
Multiple investigations both “enhance the creative potential of the study” (Eisenhardt 
1989 p. 538) and “convergence of observations […] enhances confidence” (Eisenhardt 
1989 p. 538). Multiple investigations can be as simple as having two researchers 
present at the same interview. The researchers will “view case evidence in divergent 
ways” (Eisenhardt 1989 p. 538). 

� Entering the Field: 
This phase is done in a iteration manner. The case study is performed with “frequent 
overlap of data analysis with data collection” (Eisenhardt 1989 p. 538).  This iterative 
technique enables the researcher adapt the research question as well as add data 
collection during the execution of the case study. To write down and do field notes is 
an important part as well as asking questions like “What am I learning?” (Eisenhardt 
1989). 

� Analysis: 
Eisenhardt states that “Analyzing data is the heart of building theory from case 
studies, but it is both the most difficult and the least codified part of the process” 
(Eisenhardt 1989 p. 539). There are no golden rule on how this is performed. The 
researcher will most likely be overwhelm by the amount of data. However 
Eisenhardt’s overall idea is to study each case alone at first. “This process allows the 
unique patterns of each case to emerge before investigators push to generalize patterns 
across cases” (Eisenhardt 1989 p. 540).  The second stage is to search for cross-case 
comparison but here there is a danger the researchers make premature conclusion. 
(Eisenhardt 1989). 
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� Shaping hypothesis: 
In this step the  process is to constantly compare the evolving “frame with the 
evidence from each case in order to assess how well or poorly it fits with case data” 
(Eisenhardt 1989 p. 541). This process occur by constantly comparing data and the 
constructed model. “At this point, the qualitative data are particular useful for 
understanding why or why not emergent relationship hold” (Eisenhardt 1989 p. 542). 
It is essential when building theory to compare “emergent concepts, theory, or 
hypothesis with the extant literature” (Eisenhardt 1989 p. 544). Either the existing 
theory supports or not the emerging theory. In the supporting case it “ties together 
underlying similarities in phenomena normally not associated with each other” 
(Eisenhardt 1989 p. 544). And in the case where they conflict forces the researcher to 
“discover the underlying reason for the conflict” (Eisenhardt 1989 p. 544). This 
comparison also has the advantage of strengthen the “emergent theory validity, 
generalizability and theoretical level” (Eisenhardt 1989 p. 545). 

3.2 Interviews 
Interviews can be conducted in different ways. To choose the best interview technique for a 
project is a question between cost and fitness. One of the limited factor is the researchers 
time. The trade-off could be between choosing a “cheaper” technique and cover a larger 
ground with slightly less accuracy and a more costly face to face interview. There are no 
silver bullet and researcher must choose according to its situation. (Gillham 2008) 

The most important different between experienced interviewers and novice are that their 
questions are clearer, more focused and more economically (Gillham 2008).  Putting a lot of 
effort on preparation of questions will not only enable the interview to get better result out of 
the interviews but also save time. According to Gillham the process of developing question 
will benefit from the following activities: 

� Identifying problem areas – Merge similar questions, group them under headlines, 
identify the narrative order, literature review. 

� Improve the questions format and formulation. 
� Test the questions and do pilot studies. 
� Trim and revise questions 

The interviewer should gradually evaluate the questions above. After some time it will form 
and focus will appear. (Gillham 2008) 

During the interview process it is also important to have in mind that the result may be 
influenced by the researchers own preconceptions. When exploring new territories 
information is evaluated and coloured by existing knowledge. The interviewer must therefore 
ask himself the following questions: 

� What do I expect to find? 
� What do I want to find? 
� What do I don’t want to find? 

It’s not always easy to be aware of these preconceptions. Having an open minded approach is 
not only important for not coloring the result but also to be observant of new discoveries that 
will lead the research forward.(Gillham 2008) 

When the interview has been conducted the information must be transcripted and coded. 
According to Gillham transcription can be done in three different ways; full, partial and 
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selective. During the transcription stress, tempo and pitch are removed and researcher should 
also remove repeated words. When the researcher has the interviews in a transcription format 
they can be encoded into categories.(Gillham 2008) 

Bryman and Bell (2005) argues that interviews are perceived to be a good choice when 
conducting an in depth study of a case. We will use qualitative interviews, which mean that 
they are less structured than what is normally used in quantitative studies. The structured 
interview is used to come up with answers to clearly formulated questions that will be 
investigated. In qualitative research the emphasis is placed on the interviewees' own 
perceptions and beliefs, therefore, emphasis is instead placed on the general. (Bryman and 
Bell 2005) 
According to Bryman and Bell (2005), there is a great flexibility offered in qualitative 
interviews in which you simply can deviate from the questionnaire to ask supplementary 
questions, etc, making the investigators' focus can be adjusted to what is found during the 
interview. 

There are two types of qualitative interviews, the unstructured and semi-structured. The 
unstructured interview is most similar to a normal conversation where the researcher uses 
relatively unstructured notes to remember the general themes that should be included. In the 
semi-structured interview, the researcher often uses an interview guide but the interviewees 
are however given great freedom to formulate answers their own way. Questions can be added 
to or subtracted from the guide depending on which direction the interview takes. (Bryman 
and Bell 2005) 

Bryman and Bell (2005) states that the interview questions should not be formulated too 
specifically. Alternative ideas or directions that may arise during the collection of data could 
then be prevented. In grounded theory this is an important aspect since the researcher should 
not initiate the investigation with preconceived ideas. 

In this thesis we used interviews as a method of data collection. The interviews were done as 
semi-structured interviews in order to explore the study subject. Since we were doing 
qualitative analyze we used selective transcription with encoding. The information from the 
interviews is intended to verify existing theories and also to uncover new ground. 

A lot of effort was put into designing the interview questions. Since we did not want to ask 
leading question we formulated open- ended questions where the interviewee were given the 
opportunity to take big part of shaping the interview.  We used a semi-structured approach to 
help us stick to the topic.  

The interview question can be found in appendix A - D. 

Between the interviews the collected data is compared to the existing theories and new 
theories was gathered from the literature review if needed. 

A total of five interviews were conducted with employees at the selected company at three 
different dates. The first three were conducted with the CEO. The other two were conducted 
with personnel involved in either customer co-create or part of the company spin-off. All 
interviews were one on one and conducted at the companies office in separate rooms. The 
interviews were semi structured with pre-made questionnaires with aid schemes. During 
interview audio was recorded and notes were taken. The material was later analyzed to 
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prepare the next interview. Interviewees got information about the goal and how the 
information was to be analyzed. 

3.3 Deductive and inductive theory 
Deductive theory implies that, based on what you know in a given area, one or more 
hypotheses are derived or deduced and then examined empirically. 
In an inductive approach the theory becomes the result of the research. One can say that in the 
inductive process generalized conclusions are drawn based on the observations. (Bryman and 
Bell 2005) 

Eriksson and Wiedersheim-Paul (2001) illustrates this as follows: 

 Figure 2: Inductive and deductive relationship. 
To suit our needs in this qualitative study we will take on an inductive approach and use a 
case study as research method. 

3.4 Grounded theory 
Grounded theory means that the data collected and analyzed during the research time will 
generate a theory. In grounded theory, there is a strong correlation between data collection, 
analysis and the resulting theory. Data collection and analysis is done in parallel and in 
interaction with each other. (Bryman and Bell 2005). 
  
According to Bryman and Bell (2005) there is no simple way to briefly explain what 
grounded theory is really about. To bring some order into this, grounded theory can be 
distinguished into what instruments that are used and the results of using the theory. 
  
According to Bryman and Bell (2005), these instruments are: 

� Theoretical selection, where analysis and coding occurs simultaneously in order to 
decide what information that should be collected next. The aim is to develop the 
theory as the new pattern emerges.
In this thesis we combined interviews with theoretical gathering. The interviews were 
held weekly over a three week period. After each interview the material was analyzed 
and the theoretical framework was extended/modified to fit the findings. 
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� Coding, the data is coded by breaking it down into its component parts and given 
names. Names and labels are put on the parts that seem to be of theoretical 
importance. The coding is an important first step in theory generation.
The interviews were analyzed and coded according to the current external theoretical 
framework. Interesting new areas were identified, analyzed and new questions were 
prepared for the next interviews phase. 

� Theoretical saturation, this means that one has reached the point where the concepts 
developed have been explored in full and no longer raises theoretical insights.
In this case this is when the interviews were starting to be less fruit-full and our 
theoretical framework seams to support our research question and the gathered 
relations were explored fully. 

� Continuous comparisons, this is done to maintain a close relationship between data 
and conceptualization so that the correspondence between concepts and categories 
with their indicators will not get lost.
In this thesis we constantly evaluated the coding while theory was gathered, extended 
and modified throughout the iterative theory building phase. 

Garson (2008a) is also arguing for the importance of coding and states that this is due to the 
great importance of the analysis of data collected through grounded theory. 
  
Bryman and Bell (2005) continues with the results: 

� Concepts, i.e., the labels that are affixed to the concrete and distinct phenomenon
� Categories, which refers to the concept that has been processed enough to be 

considered to represent a phenomenon
� Characteristics, the aspects or attributes of a category
� Hypothesis, notions of relationships between concepts
� Theory, that could be substantive or formal where the former relates to a particular 

empirical situation or a specific area while the latter has a wider perspective.

According to Garson (2008a) grounded theory is known to be a “construct-identifying and 
theory-building strategy” (Garson (2008a) and the method starts by collecting data instead of 
theories and then induces theories on the collected data. The method is context-based and 
process-oriented and is used when seeking a continuous relationship between the collected 
data and the theoretical analysis. (Garson 2008a) 

Grounded theory seemed to fit the needs of this thesis since “The aim is to discover what 
kinds of concepts and hypothesis are relevant to the area one wishes to understand” (Cassell 
and Symon 2004 p. 242). However grounded theory is an extensive method that requires wast 
experience in the field. In this thesis we are influenced by the method and its iterative 
characteristics but the work may not be that extensive to qualify as a orthodox implementation 
of the method.  
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3.5 Validity and reliability 
According to Bryman and Bell (2005) many qualitative researches argues about how relevant 
the validity and reliability question is for qualitative studies. Reliability and validity sure is an 
important factor for quantity studies since it describes the expected quality of the study. The 
solution is not to assimilate the importance of validity and reliability but rather to put less 
emphasis on issues related to measurement.  (Bryman and Bell 2005) 

It’s important for the reader to understand that case study is subject to the researchers 
objectivity and own interpretations. Merriam defines two types of validity's, internal and 
external. Internal validity is how close the result match reality. The validity should therefore 
be determined by interpretations of the researchers experience, rather than in terms of reality 
(which we never can experience directly) (Merriam 1994). External validity is if the result 
from one case study can be applied to other similar cases. The question if a single case can 
represent is a fair question. According to Bryman and Bell (2005) the aim has never been to 
give the illusion of such a case. Even though the resulting theory can still be useful to shed 
light on possible generalizations that further studies can strengthen (Bryman and Bell 2005). 
It’s important that this problem is identified and recognized during the data collection and 
analyze phase of this thesis. 

Reliability is also defined in internal and external reliability. External reliability is in what 
extension the study can be replicated. Here the problem is how to freeze the social 
environment that existed during the data collection.(Bryman and Bell 2005) This is the case in 
our thesis. Internal reliability is defined as if the researcher has a common way of interpreting 
the data gathered. (Bryman and Bell 2005).  

3.6 Ethical considerations 
According to Bryman and Bell one must not neglect the ethical considerations involved in an 
investigation (Bryman and Bell 2005). 

According to Bryman and Bell the following ethical principles should be considered 
� Information requirement: The researcher should inform the subjects about the purpose 

of the study and what moments that were involved. During the interviews for the case 
study in this thesis special care was taken to inform the interviewed person about the 
goal of this study and what was expected from the interviewed person. 

� Consent requirement: The subject should be aware that they are participating 
voluntary and have the right to stop at any time. This was also communicated at the 
beginning of the interviews. 

� Confidentiality- and anonymity requirement: The data gathered during the interviews 
should be kept confidently. During this thesis sound recordings and notes were 
gathered and stored on a hard-drive. When the thesis work is complete it will be 
destroyed to prevent spreading. 

� Utilization requirement: The gathered data should only be used for this thesis. 
� False pretenses:The researcher should not provide the study subjects with misleading 

information. This was also considered, the subjects were given a transparent picture of 
the goal and how the thesis was carried out. 

(Bryman and Bell 2005) 



Saers and Sedell  - Final Thesis Proposal second release     2011-11-30
FE2413 Master thesis - MBA, Blekinge Institute of Technology 

22

The CEO of the studied company has also been given the possibility to read the thesis before 
its completion to remove any damaging- or misunderstood information about the company 
from the thesis. 
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4. Case description of an SME in software business 
This chapter contains a description of the studied company and what type of business they are 
in.  We provide an explanation of how they are organized, how the leadership works and how 
their current status is regarding innovation, spin-off and co-creation. 

4.1 Cenito Software AB 
This thesis has performed a case study on Cenito Software AB. Cenito Software AB is a small 
technology business with 10 employees and is resided in Malmö, southern part of Sweden. 
One of our main reasons to perform the case study in a small business were that smaller 
businesses display a higher rate of innovations and the quick response that a small business 
can provide is crucial to get the innovations flow quickly out of the firm. Cenito software AB 
was founded in 2007 and has since grown organically. The company strength is within panel-
interfaces and visualization programming on industry computer monitors in .NET and 
programming methodology where a lot of the employees has long field experience. Cenito 
Software Design AB is mainly a service company offering consulting services but also has a 
couple of products that they sell through their daughter company AB Testautomation FX. The 
daughter company AB Testautomation FX was created in order to separate product selling 
business from the core business. An external CEO handles AB Testautomation FX. Even 
though employees spend a lot of time consulting at customer site they also have a significant 
in-house part of their business where they develop technology for their customers at their 
office. Most of their jobs are found through references and at current customers that reside in 
the Malmö area. Cenito Software AB today has five partners/owners where the CEO is the 
largest owner. The partners/owners regularly meet at a partner/owner meeting to mark out the 
direction for the company. CEO handles the operational role such as day to day activity. 

 Figure 3: Ownership and steering chart. 

In late 2010 Cenito Software Design AB was created as a second daughter company. The 
company focuses primarily on design and not programming. The company was started as a 
joint effort with a partner as well as getting wider knowledge inside the concern in order to be 
able to attract wider jobs to the Cenito Software AB. There was also an economical decision 
behind having the design part in a separate company since it would lower the risk and also 
make profit sharing easier. Today two employees work in Cenito Software Design AB and 
both are partners/owners. Cenito Software AB is the majority owner. 
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Figure 4: Cenito concern chart. 

The selection of Cenito Software AB as case study subject was a result of an investigation 
process. Several companies were visited and interviewed using questionnaire in Appendix A. 
The goal was to find a suitable innovative company with the right structure and quality where 
mainly signs of open innovation, leadership and changes were key requirements. After the 
first interview with the CEO at Cenito Software AB it was clear that there were signs of both 
spin-offs and customer co-create that is two important aspects of Chesbrough’s open 
innovation. It was decided that further investigation should be conducted and Cenito Software 
AB was selected as the case study for the thesis. 

4.2 Organization and Leadership 
The current organization at Cenito is rather flat. The number of partners working in the 
company and the fact that the employees have been recruited from contacts makes the group 
self-propelled. Most people are well motivated and has joined Cenito since they want to work 
in a smaller organization. Even though leadership and organization is not strict the need for 
coordination exist. Currently the CEO (Richard Houltz) of Cenito has taken the role of 
handling the more strategic question, like organization and business. Richard has great 
confidence in their employees and want to let them do what they do best thus giving them a 
high degree of empowerment. A future challenge will be to communicate a consistent image 
to the staff and customer. This is especially hard since the employees at Cenito are spread out 
due to multiple projects that are run in parallel and since some employees are working at the 
customer location. 
  
Richard sees himself as a person who wants to be the leader. He is energizing and want the 
group with him. However Richard states clearly that he wants to lead but he really want 
people to take the leadership role over situations. Richard's goal is for people to think about 
him as an attraction to fun technology stuff. Richard is very concern that his employees have 
the same goal as the organization and in general that they are content. He don’t hesitate to 
coach his employees when required and tries to influence them in a good sense to share a 
common vision. 
  
Richard argues that the organization has successfully grown the past years; however looking 
toward the horizon the next 10 employees might need another company platform. First of all 
they might not be recruited from contacts and will probably not be partners. It may therefore 
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be needed for the organization to have a more well defined structure with more 
administrational positions. Recent employment of a position handling administration and 
economic is proof of the start of that transition. The danger is, Richard says, that the current 
surplus (both economically and energetically) will be exhausted by everyday business. This 
would limit the possibility for the company to evolve, thus paints the company into a corner. 
It fast gets clear that Richard at the moment thinks about the best way to handle the company 
organisation. He describes that he thinks it may not be that the current leadership is the 
optimal one for the next phase of the company. How can the company maintain a flexible 
organization that small business have while gaining the advantages of large corporations 
management? The challenge is also to communicate the road ahead to the employees where 
he thinks work has not started. 

4.3 Innovation 
The sole existence of Cenito Software AB is to deliver innovation to customers. The 
employees are highly motivated self driven persons that are technology driven. They have a 
background in technology, they consume and enjoy technology and they socialise around 
technology. The workspace at Cenito Software AB is open and employees share and evaluate 
ideas and technology among each other that generates innovation. 

Richard thinks the biggest inhibitor of innovation today is the workload. The good 
economical climate today means that there is more work than the employees can handle. It 
then becomes a balancing problem between how many jobs should be accepted and how 
much time should be spent on learning, reading and investigating new technology. There is a 
risk that the enthusiasm is lowered since people feel tiered and worn off. It is up to the leader 
to make sure that everybody is not working 100% so that workers feel that they have the time 
to think of new ways to solve problems. Richard tries to convey that it is OK to take time to 
competence development, go to fairs or study on your own. Richard thinks there is much 
room for improvement in all of this areas. Further, Richard thinks that one of the leaders task 
is to remove obstacles for the employees in order for them to innovate more. 

Richard thinks social competence is as important as technical competence. Simple things as 
giving employees credit for their work is important. The biggest source of competence is 
today exchanged among the employees contact network. 

Both the CEO and its employees gives an success example. An employee wanted to learn a 
specific technology and was thinking of doing it at home just for fun. Instead the employee 
asked Richard if it could be done under the Cenito flag which Richard supported. This 
solution both gave Cenito more knowledge and freed spare time for its employee. A win win 
situation for all stakeholders. 

4.4 Spin-off – Cenito Software Design AB 
As described in the company presentation Cenito Software AB created a daughter company 
called Cenito Software Design AB in late 2010. The motivation behind the creation of a 
separate company is the following according to the owners: 

  
� Profit investment/sharing: When creating a daughter company there is no value in it at 

start. If shares were to be handed out of Cenito Software AB they have a value. How is 
it motivated that a new employee gets a piece of the company value? Also profit 
sharing is an issue that is solved by having a separate company. 
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� Risk-aware: When company grows it engage less in competent-destroying activities. 
Creating daughter companies reduces the effect and allow company to engage new 
radical technologies more easily. 

� Security: New employees and partners that join the daughter company get some 
security since the mother company will probably support the daughter company 
during bad times. 

� Company trademark: Daughter company can use the mother company name and sale 
channel. 

� Technology separation: Having a separate company for each knowledge domain 
creates a logic separation between them. All domains may not benefit from the same 
business case / leadership style. The right knowledge at the right place. 

� Organizational: The organization becomes flatter and staff more specialized in 
different domains. This reduces bureaucracy and make decision making faster. Small 
companies also have higher innovation rate. 

� Identity: Give a feeling of identity and team belonging 
  

Today the boundary between the two companies are almost none existing. It is more about 
budgeting and profit sharing.  

4.5 Co-creation 
Cenito Software AB has very recently started to develop products together with the 
customers. The deal is that a customer with external domain knowledge and ideas get 
technology help from Cenito Software AB in order to realize the product. Richard describes 
the benefit of this joint effort: Traditional consulting did not give the customer what he 
wanted. Instead of focusing on selling as many consulting hours as possible Cenito is actually 
relying on the success of the product as well and thus aim at giving the best service. Another 
benefit is also that in a co-create situation the employees has a much greater degree of 
freedom and can choose wider how a particular problem can be solved according to one of the 
interviewees. The benefit is an advantage since the company that they do business with don’t 
have the technical domain knowledge and therefore can and should not make these decisions. 
Working with customers in a co-create manner has turned out to work well and is something 
the company plans to expand in the future. Richard says that there today exists a gap between 
technology companies and venture capitalists. Richards vision is to invest the current margin 
of Cenito during profitable years into partnerships, thus eliminating the need for venture 
companies. Working with a customer has not been a great challenge since Cenito’s employees 
are already used to working with customer as consultants. There have not really been any 
changes to the leadership efforts since co-creation started. 
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5. Analysis 
This chapter contains the analysis and interpretations from the studied company regarding 
the leadership’s impact on innovations. The analysis is conducted with base in the empirical 
findings; these are then compared to the findings in the literature review.  

5.1 What impact does leadership have on organizational innovation 
in a small software business? 
Innovative work is in all its aspects associated with a high degree of complexity. As 
mentioned earlier, the approach of open innovation also has its side-effects and may not be as 
easy to implement as at first glance. Since the studied company shows a high awareness of 
organizational innovation and already implemented co-creation to some extent we think that it 
has great potential to successfully work with organizational innovation in the future.   

From the case study we recognized that the pursued leadership in the studied business can be 
said to have an indirect positive impact on the employees intrinsic motivation since the shown 
freedom of action among the employees is high. The leader is positive to the employees trying 
out new ways and he also invites them to take active part of discussion about the firms future 
and where it’s heading. Giving the employees these opportunities and showing trust in them 
will increase their creativity which in turn favors innovation. This matches the characteristics 
of transformational leadership described in chapter 2.2. Leadership shows clear signs of 
empowering, idealized influence and intellectual stimulation. This is implemented in a way 
where leaders provide guidance to prevent wokring at cross-purposes as described by Jung et 
al 2003. 
  
The firm´s CEO is displaying idealized influence towards the employees in ethical and value-
based regards. An example of this is coaching regarding contacts with customers where the 
CEO is transferring his own values to the staff. He shows concern about how the employees 
feel and he does not want them to be overloaded with work since this can have a negative 
effect on generating innovations. Thus showing several of the transformational leadership 
characteristics. 
  
Worth mentioning is that the studied company is a small firm and has a closely knit team of 
highly trained specialists. Many are also partners/owners and therefore self-managed. This 
limits our possibility in some sence to find the actual stimulation between leadership and 
organization which may not be required at this particular company. However the paradox is 
that small business also have innovation advantages, as described in literature review - 
chapter 2, due to company flexibility and organization structure and therefore are good 
candidates for innovation case studies. We feel that this limitation still has not limited the 
thesis objectives since Cenito Software AB has been very open minded in knowledge sharing 
throughout the case study enabling us to do good observations during interviews. 

Cenito AB’s special mix of employees where most of them are partial owners and requires 
special attention when it comes to innovation. According to Jung et al. 2003 as described in 
chapter 2.2 there is a special need where people are self managed and feel empowerment 
since it may lead to employees working in cross-purposes. There is therefore of particular 
interest for Cenito AB to have a leadership in place which unites and make the followers goal 
go hand in hand with company goals. Throughout the interviews observations were made that 
the current leadership structure and its followers were influenced in a way that supports such a 
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statement. Support and trust were spread out in the organization as well as a feel for unity and 
empowerment. This is signs that witness about transformation of followers, empowerment 
and high innovation rates. 

From the case study we saw signs of understanding of the important of personal creativity and 
value from the leadership of the organization. Employees are not only valued from their 
individual qualities but also from their combined organizational creativity. The important of 
continual development and learning is something that is thoroughly understand both at the 
superior and employee level of the company. Even though this goal is well understood the 
organization struggles to find the time for such activities. This is also something that is 
expressed from the employees who feel they have not been participating in the expected 
amount of educational training they feel needed. This seems to be connected to the fact that 
they operate in a small business where the workload is quite heavy and therefore the time 
needed for training is hard to find. Also the current good business climate render a difficult 
balance between working on projects and staff training. The challenge is the balance between 
customer value generation and intellectual value improvements of the Cenito AB staff. 

5.2 The open innovation dimension  
The main point of open innovation is to make the best use of internal and external knowledge 
in order to create new products. As mentioned above the company already started to co-create 
with customers and this is a perfect way to take advantage of internal as well as external 
knowledge. 
Chesbrough (2011), suggest that every business, regardless of what business you are 
operating in, should think of itself as service business focusing on innovating and build the 
services. This will require new business models that profit from internal innovation initiatives 
and stimulate external innovation activities that add to the value of their own business 
(Chesbrough 2011).  

The studied company have been in the process of creating new business models due to its 
decision of making a spin-off in late 2010. This was one of the reasons why the company was 
chosen for the case study. During the interviews it become clear that the spin-off was not done 
as a consequence of open innovation. The spin-off was made on the basis of profit sharing and 
risk minimizing. New employees/owners were recruited in order to widen the company´s 
business arena. This is not the same as open innovation where a spin-off is based on 
innovation that not fits the current business model. The relation between the mother company 
and the spin-off company more reassemble of a co-creation where the mother-company can 
exchange ideas with a new dimension of technology. While this may be the case it was not 
studied further in this thesis. 

The leaders act is an important factor for the organization and the work with innovations. By 
shaping an environment where trial and error is allowed the leader can contribute to increased 
creativity. In chapter 2.2 we described how Jung et al. stressed the important of organizational 
culture. Fostering an culture where leadership values initiative and innovative efforts a 
transformational leader may inspire employees to take on challenges that they otherwise 
would avoid. 
The studied company’s CEO gives the employees a high degree of freedom when working 
with the customers in a co-create manner. The employees get a big responsibility in the 
customer contact and also have the responsibility to come up 
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with the technical solutions alone. In some way the problem is also reversed. Having external 
companies working with Centio AB employees require the ability for the leader to motivate, 
inspire and innovate when it comes to the foreign company employees. Again having 
leadership with transformational traits seams to be a good choice for this task. From the 
interviews we found out that the leader in the studied company recognized the good 
opportunities in open innovation and in the co-creative process with customers the CEO is 
coaching the employees to not hold back against customer requirements.The business climate 
is allowing which means that the employees are not afraid of making decisions. Here we can 
see that the leaders act plays a big role in the creativity process. By using this “inspirational 
motivation” which, as stated in chapter 2.2, “provides meaning and challenge to their 
followers work”, the leader is motivating the employees to think in new directions. 
From the interviews we found that the company CEO also provides “intellectual stimulation” 
(see chapter 2.2) when letting the employees take this big responsibility during the co-creation 
since this is stimulating them to approach situations in new ways.  

Also in chapter 2, we discussed that there are risks involved in working according to open 
innovation due to the transferring of technology and knowledge outside the firm. In co-
creation this is a prerequisite. We believe that the leader must be aware of the risk but not 
worry about sharing the knowledge and technology since that would be the end of the open 
innovation. It then becomes important to be able to communicate this to the employees as 
well. As stated above the need for a communicated business model is according to 
Chesbrough a leadership challenge that is suited well for transformational leadership. 

To assure effective services innovation, new business models that profit from internal and 
external innovation activities will be required to add value to the business.The studied 
company's leadership organization has identified that they can't rely only on internal 
innovation but must also look for external knowledge. The awareness of this is shown by its 
effort to co-create with the customers.  

During the interviews we found that the company CEO values freedom of action and shows 
trust in the employees, the company seems to have an allowing culture. One example of this is 
that the employees are permitted to do what they do best and the leader is providing them a lot 
of freedom. The company leader is also using visualization as method to stimulate the 
employees and give them self-esteem in their work. One of the interviewees stated that 
“praise favors innovative approaches”, this could be stimulating the employees to take on new 
approaches to problems and their innovative ability well thereby increase.  

In chapter 2.2 we discussed that cultural and organizational issues may take place in SMEs 
when co-create manners are implemented. The leaders have a major role in creating a culture 
that supports this co-creation and prevents any issue regarding this and it could be done by the 
leader questioning the employees’ assumptions and make them think “outside the box”. The 
leadership in the studied company showed awareness of this by encouraging these behaviours 
and striving to achieve a culture that supports open innovation.  

The leadership at Cenito AB is well understood about the challenges of making a transition in 
the business model. Although they have not knowingly acted to implement open innovation 
recent strategic business changes can be seen as steps toward open innovation. Still they have 
not yet reach to that point where they have a compiled business model acting as a roadmap for 
the organization as proposed by Chesbrough in chapter 2.3. On the positive side is that many 
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of the characteristics of SME in chapter 2.5 seams to comply to Cenito AB. The organizations 
open climate and employees are used to working with external technologies and are 
responsive to changes. Cenito AB’s leadership also gives great importance to their employees 
with expert knowledge using them as input when evaluating external business and strategies. 
This is also in favour of Chesbrough transition strategy. The current interaction between 
leadership and employees, where empowerment, influence and inspiration has been observed 
also shows a positive relation between company strategy, innovation and leadership. 

Given the size of the company one could argue that Cenito AB can be immune to Chesbrough 
NIH and NSH viruses described in chapter 2.3. Small companies can not afford to isolate and 
lose innovation speed due to neglecting external technologies, however the possibility still 
exist. Our believe is that they should be influenced by Chesbrough’s transition guidelines 
concerning business model to be better protected against possible pitfalls done by NIH or 
NSH viruses in the future. 

When it comes to Cenito AB’s interface with the universities things can be improved. There 
were no active cooperation during the time the interviews were conducted and we recommend 
that such connection are investigated in the future. Chesbrough 2003 argues that it is 
important both for the current business and future business to tap into the university 
knowledge channels that are related to the company technology sector. 
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6. Conclusions and Implications 
In this chapter we will provide our conclusions from the case study of the leadership´s impact 
on innovation. These are based on the findings in the interviews and literature review. 
Suggestions for further studies are also included. 

6.1 Leaderships impact on innovation 
As stated earlier, the purpose of this case study is to analyze what impact leadership has on 
innovations. To fulfill this purpose we studied a small company in the software business 
working with innovations and that were aware of the importance of managing innovations in 
an effective manner to stay competitive. By using the existing literature and linking it to the 
findings in the interviews, a picture of the company’s current situation regarding 
organizational innovation were achieved. On basis of the theoretical models covering 
leadership and innovation this study has shown that the transformational leadership in the 
studied company is affecting its innovation. 

During our case study we have seen the importance of empowerment in conjunction with 
transformational leadership. The balance between self-management and unity of direction is a 
delicate process that requires leadership in order to sustain maximum innovation capabilities. 

Aspects of leadership that needs consideration in a small firm: 
During the thesis writing we found some aspects of leadership that has to be taken into 
consideration when operating in a small firm. 
  
First of all there is a major problem for SMEs to find and retain skilled staff and the leader 
should take this into consideration. The problem seems to be connected to the fact that 
employees in SMEs don’t get the same opportunities to participate in educations. This is due 
to the small size of the firm where the workload don’t allow people to take the time off 
needed for educations. The leader should be able to prioritize between how many jobs to 
accept in relation to how much time to will be spent on learning new technology and other 
educational activities.    

Further on, business development requires knowledge in many forms and to get access to that 
knowledge and experiences from outside the firm, the leader has to make sure that the 
organizational structure is held flexible. 

The leader should also be aware of that the organizational focus needs to shift from the 
creation of economical value to an approach where focus is on creating value for customers, 
employees and other stakeholders. 
The stakeholders should also be provided with the opportunity to take responsibility for their 
own work experience and be engaged in identifying and solving problems on their own. To 
assure that individuals with different experiences and perspectives can come together to 
discuss solutions there should be networks supporting this. 

Another prerequisite for the leader in a small firm, especially when working with customer 
co-creation, is to have the nerve to let internal knowledge go outside the firm. There is a risk 
that the leader fall back to a more conservative view of technology and therefore not share 
information with the co-creation company in the extent needed for a successful relationship. 
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The leader should  also be observant of cultural and organizational issue that may arise in the 
various innovation activities.  

The leadership at Cenito AB also showed understanding about the role leadership  when its 
comes to creativity among employees and how that creativity can prosper when combined 
with other employees supported by leadership. 

Conclusion about TL in SMEs in Sweden, software in particular: 
Looking at the business from a service approach is a prerequisite to stay competitive and 
support future growth for the company. As stated earlier, co-creation can be seen as a service 
since this creates more meaningful experiences for customers who will get more of what they 
really want. For small and medium sized enterprises, who might not have the necessary 
competence internally for product development, this will increase the chance for the product 
to become profitable for the company. 

Co-create gives the employees more freedom when solving problems and if supported by 
leadership organization can significantly increase innovation. This is especially important for 
businesses in the software industry where development of new products is really high. 

Co-create, when comparing to consulting, also gives the incitement for both parts to maximize 
its effort into the joint product. Since the success of the product is determined by the creation 
of both companies and that profit are made by how well the outcome is received by the 
market. It creates incitements for all stakeholders. This require the organizational leadership 
to convey the importance of the employees to extend their goals to also include the common 
goals in the company alliance. 

In the problem discussion we claimed that “The winning strategy is to make the best use of 
internal and external knowledge to create new products and services”. This is particularly true 
for the SMEs that due to their small size usually do not have internal R&D departments. 
During the study we found that a transformational leader has the required skills to realize this 
strategy. Since the software business is facing high-speed development the usage of internal 
as well as external knowledge becomes a crucial part for this progress. 

Conclusion about transition to Open innovation from TL perspective: 
Chesbrough 2003 presents how transition from closed innovation to open innovation can be 
conducted. Chesbrough describes many challenges that leadership of a transition organization 
will face and how the negative effects can be minimized. In this thesis we have shown that 
many of those challenges maps to the good aspects of transformational leadership. We 
therefore argue that transformational leadership is a good candidate leadership choice if the 
outcome of the transition is to be maximized.  

Finally, our case study was performed on a company that has developed and practices some 
aspects of open innovation without actually knowing it. There seams to be many advantages 
of following Chesbrough’s theories that SME’s can benefit from. The usage of the method 
requires leadership qualities and awareness for the open innovation to be fruitful. We have 
seen evidence that the studied company leadership style shows reassembling traits as of those 
from transformational leadership. During the interviews we have observed positive sides of 
those traits that strengthen the argument of transformational leadership that together with 
open innovation improve innovation. 
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6.2 Recommendations for further studies 
The following research topics has been identified as candidates for further studies. 

� Study both sides of a co-creation collaboration: 
This case study only studied Cenito Software AB view of the co-creation   process. 
The study relied on information gotten from Cenito. The actual process was never 
observed by the interviewers thus may not relieve the whole truth. To get a more 
objective view of how the whole process a more extensive study of the actual work 
and also the co-creation company could be conducted. 

� Have a dipole study of a company that did not practice transformational leadership or 
open innovation: 
To really see the effect of open innovation or transformational leadership it would 
have been good to have a similar company that where missing those attributes as a 
comparative study. Given the problem to find a company that was willing to 
participate in the case study it may be hard to find another company that has the right 
characteristics for such a study. 

� Qualitative studies to statistically determine factors that mediates organizational 
innovation: 
The disadvantage of a case-study is that while you discover characteristics of a 
specific case you don't know if the findings can be generalized. A qualitative study 
studying a vast population of companies would provide a statistically significant 
generalization that would establish those relationships.  
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Appendix A: Initial interview to identify a candidate for case 
study 
The following topic and questions has been developed in order to evaluate if and what part of 
a business that could be part of a case study. The effort has initially been put into evaluating 
business history, structure and to find signs related to the theory chapter (mainly open 
innovation). 

The questions has been categorized into topics. Each question also has a couple of aid scheme 
that could be used during interview to get the interviewed person to elaborate. The aid scheme 
is represented by the second indention below.   

Background / Company: 
� Describe briefly your background and current position. 

� Age, Sex, Family, Originally from? 
� Education? 
� Past positions? 
� Specialties? 
� Interests? 

This question was designed to give use background information about the 
interviewed person. 

� Describe the business currently management organization and ownership structure. 
� Organization chart 
� Hierarchy 
� Methods 
� Mission statement, financial reports, other steering documents. 

This question was designed to understand how the interviewed person is part 
of the current organization.

� Describe your company, the company background and current business model. 
� Founded when, where, why? 
� Main field of business? Constant over time? 
� What is the size, location and financial position of the business today? 

This question was designed to give an understanding of what the business is 
today and how it got here.

� Have your company performed any spin-off / start-up or major change in business 
model recently? 

� Relate back to the background of the company to elaborate. 
This question is central, it gives us information if business has the quality of 
being a open innovation company.

Products: 
� Does your company sell any products? 

� What product? 
� To what customers? 

Identify if company is a product selling company
� Does your company sell any services? 



Saers and Sedell  - Final Thesis Proposal second release     2011-11-30
FE2413 Master thesis - MBA, Blekinge Institute of Technology 

37

� What kind of service? 
� To what customers? 

Identify if company is a service company
� Does you company posses any platforms that customer currently are using? 

� Any companies that buy product/service and make product out of it and sell it 
on? 
Platforms can be seen as part of open innovation.

� Does your company currently own any patents or other intellectual properties? 
� Pending applications? not accept? Rejected? 

How does the company manage intellectual properties?
� If you work closely with another company, have you changed the way you organize 

your company as a result of that? 
� Changes could be in management, organization, location, meeting technique, 

information handling etc. 
How does the company work with its customer

Partners: 
� Are there any companies that currently are leasing technology to your business? 

� Royalty 
� Products payed per license 

Look for signs of technology in-sourcing (open innovation)
� Are there any companies that you are currently leasing technology from? 

� Royalty 
� Products payed per license 

Look for signs of technology licensing/spin-offs (open innovation)
� Have you co-created products with any customer? 

� Joint effort where both business share expensive for future profit 
� Share sale profit 

Look for signs of technology spin-offs.
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Appendix B: Interview 2  
The aim of this interview is to get a better understanding of the leadership culture and 
structure of the company. Without doing a full leadership profile the aim is to see if we can 
assume that there is a curtain stream of transformational leadership. The second objective is to 
get a better understanding of how the company co-creates with other business. 

The questions has been categorized into topics. Each question also has a couple of aid scheme 
that could be used during interview to get the interviewed person to elaborate. The aid scheme 
is represented by the second indention below. 

The leader: 
� How and why did you become the leader of this company? 

� When? 
� Why? 
� Was there other options? 

To get a better understanding of how the person got the current position.
� Do you plan to continue lead the company as it grows? 

Not all leaders at small companies want to be leaders. Some are required to be 
leaders since they can not afford to employ management personnel. 

Employees and organization: 
� How is the current employee climate at the company? On a scale from 1-6 

� team-spirit 
� enthusiasm 
� optimism 

A transformational leader influences and boost these qualities.  
� How do the company work with goals and visions? 

� Formulated goals? 
� Created with the employees? 
� How are they followed-up? 

A transformational leader challenge the employees with high goals.
� How do you work practically with problem solving and creative thinking? 

� Is everybody doing it? 
� Examples? 

Look at the innovation process from the leadership perspective
� If somebody pursues an idea that is not in the core business. How is that dealt with? 

� Has it happened? Example. 
� How did it evolve? 
� Was it encourage from the leader? 

How is innovation handled that is not part of core business.

Co-creation: 
� How are you currently working with your customers in co-create? 

� Example 
� How is the deal negotiated 
� How is the employee handling working under another company umbrella? 

Get a understanding of how the company co-creates.
� Do you think the leadership role differ when working with another company? 
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� How is external resources lead by you? 
� How do external leaders lead you employees? 
� Evaluation? 
� Cost control 
� Rewards 
� Initiative 

 Understand how the leader is affected by co-create business situation. 
� Cooperate secrets, information and other intangible assets. Are they inhibiting 

innovation? 
� Are you limiting access to information? 
� Barriers? 
� Uncertainty? 

Understand difficulties during co create and see if company violates open 
innovation.
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Appendix C: Interview 3 
The goal of this interview is to cover the last topic, spin-offs and ask complementary 
questions that where missing in the last two interviews. 

The questions has been categorized into topics. Each question also has a couple of aid scheme 
that could be used during interview to get the interviewed person to elaborate. The aid scheme 
is represented by the second indention below. 

Leadership: 
� Do you think your leadership style is affected in order to support innovation? 

� Thinking daily of how to stimulate innovation 
� Learn from other companies 

� What do you do to make innovation simple for your employees? 
� Examples? 
� Techniques? 

� If innovation is currently low where do you look for innovation stimulation? 
� Fairs 
� Training/education 
� Networking 
� External companies (partners) 
� Internet / news 

Spin-offs: 
� Cenito software design was created as a spin-off not long ago. What was the main 

driving factor behind the spin-off? 
� Economy 
� Leadership 
� Core-competence 

� What are the advantages/disadvantages of having the software design in a separate 
company? 

� Size 
� Separation of technology / ideas / goals 
� Conflicting interests 
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Appendix D: Interview 4 
This interview questions where designed for regular employees at the business. The goal is to 
find out their view of how leadership mediates with innovation in the current business. 

The questions has been categorized into topics. Each question also has a couple of aid scheme 
that could be used during interview to get the interviewed person to elaborate. The aid scheme 
is represented by the second indention below. 

Employee: 
� Describe briefly your background and current position. 

� Age, Sex, Family, Originally from? 
� Education? 
� Past positions? 
� Specialties? 
� Interests? 

This question was designed to give use background information about the 
interviewed person. 

� How do you maintain your competence. 
� Fairs 
� Training/education 
� Networking 
� External companies (partners) 
� Internet / news 

� How do you work with practically with problem solving and creative thinking? 
� Is everybody doing it? 
� Examples? 

Look at the innovation process from the leadership perspective
Leadership: 

� How can leadership enhance innovation for? 
� Example, bad/good experience. 
� Give example of leadership situation were innovation was enhancing the 

situation? 
� Do you think business leadership style is affected in order to support innovation? 

� How 
� If you pursues an idea that is not in the core business. How is that dealt with? 

� Has it happened? Example. 
� How did it evolve? 
� Was it encourage from the leader? 

How is innovation handled that is not part of core business.
Spin-offs: 

� Have you been part of any spin-off situations? 
� How, when and why? 

� Did the spin-off change you work-situation in any way? 
� How, when and why? 

� What are the advantages/disadvantages of having the software design part of Cenito in 
a separate company? 

� Size 
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� Separation of technology / ideas / goals 
� Conflicting interests 

Co-create / partnership: 
� How are you currently working with your customers in co-create? 

� Example 
� Are you part of the deal negotiating 
� Are there any differences working under another company umbrella? 

Get a understanding of how the company co-creates.
� Do you think the leadership role differ when working with another company? 

� How is external leader working with you? 
� How do your leaders work with external employees? 
� Evaluation? 
� Cost control 
� Rewards 
� Initiative 

 Understand how the leader is affected by co-create business situation. 
� Cooperate secrets, information and other intangible assets. Are they inhibiting 

innovation? 
� Are you limiting access to information? 
� Barriers? 
� Uncertainty? 

Understand difficulties during co create and see if company violates open 
innovation.


