
 
1.1 Shane, S. and S. Venkataraman (2000), The Promise of Entrepreneurship as a Field of Research 
 
Abstract: To date, the phenomenon of entrepreneurship has lacked a conceptual framework. In this note we draw 

upon previous research conducted in the different social science disciplines and applied fields of business to create 

a conceptual framework for the field. With this framework we explain a set of empirical phenomena and predict a 

set of outcomes not explained or predicted by conceptual frameworks already in existence in other fields. 

 

Relevance 

To date, the phenomenon of entrepreneurship has lacked such a conceptual frame- work. Rather than explaining 

and predicting a unique set of empirical phenomena, entrepreneurship has become a broad label under which a 

hodgepodge of research is housed. What appears to constitute entrepreneurship research today is some aspect of 

the setting (e.g., small businesses or new firms), rather than a unique conceptual domain. 

Therefore, although a conceptual framework to explain and predict relative performance between firms is useful 

to strategic management, it is not sufficient for entrepreneurship. 

Paper content 
1. First, we define the domain of the field.  
2. Second, we explain why organizational researchers should study entrepreneurship.  
3. Third, we describe why entrepreneurial opportunities exist and why some people, and not others, discover and 
exploit those opportunities.  
4. Fourth, we consider the different modes of exploitation of entrepreneurial opportunities.  
5. Finally, we conclude with brief reflections on the potential value of the framework presented here. 
 
1. Definition 
To date, most researchers have defined the field solely in terms of who the entrepreneur is and what he or she 
does (Venkataraman, 1997) 
 
In contrast to previous research, we define the field of entrepreneurship as the scholarly examination of how, by 
whom, and with what effects opportunities to create future goods and services are discovered, evaluated, and 
exploited (Venkataraman, 1997) 
 
Organization scholars are fundamentally concerned with three sets of research questions about entrepreneurship: 
(1) why, when, and how opportunities for the creation of goods and services come into existence;  
(2) why, when, and how some people and not others discover and exploit these opportunities; and  
(3) why, when, and how different modes of action are used 
 
Since a large and diverse group of people engage in the transitory process of entrepreneurship, it is improbable 
that entrepreneurship can be explained solely by reference to a characteristic of certain people independent of the 
situations in which they find themselves. 
Therefore, when we argue that some people and 'For example, economists are interested in the distribution of 
entrepreneurial talent across productive and unproductive activities (Baumol, 1996  
2000 Shane and Venkataraman 219 not others engage in entrepreneurial behavior, we are describing the tendency 
of certain people to respond to the situational cues of opportunities-not a stable characteristic that differentiates 
some people from others across all situations. Second, we argue that entrepreneurship does not require, but can 
include, the creation of new organizations.  
Third, our framework complements sociological and economic work in which researchers have examined the 
population-level factors that influence firm creation. 
 
2. Why study entrepreneurship? 
We offer three reasons for studying the topic: 
First, much technical information is ultimately embodied in products and services (Arrow, 1962), and 
entrepreneurship is a mechanism by which society converts technical information into these products and 
services.  
Second, entrepreneurship is a mechanism through which temporal and spatial inefficiencies in an economy are 
discovered and mitigated (Kirzner, 1997).  
Third, of the different sources of change in a capitalist society, Schumpeter (1934) isolated entrepreneurially 
driven innovation in products and processes as the crucial engine driving the change process. 



 
3. Entrepreneurial opportunities 
Entrepreneurial opportunities are those situations in which new goods, services, raw materials, and organizing 
methods can be introduced and sold a greater than their cost of production (Casson, 1982). 
Difference with “normal opportunities” of profit.  EO require the discovery of means-ends relationships where 
“normal opportunities” require optimization of existing means-ends relationships. 
 
Drucker (1985): three different categories of opportunities. 
1. The creation of new information, as occurs with the invention of new technologies. 
2. The exploitation of market inefficiencies that result from information asymmetry, as occurs across time and 
geography 
3. The reaction to shifts in the relative costs and benefits of alternative uses for resources, as occurs with political, 
regulatory, or demographic changes. 
 
Entrepreneurship requires that people hold different beliefs about the value of resources for two reasons.  
First, entrepreneurship involves joint production, where several different resources have to be brought together to 
create the new product or service. 
Second, as Schumpeter explained, economies operate in a constant state of disequilibrium. Technological, 
political, social, regulatory and other types of change offer a continuous supply of new information about different 
ways to use resources to enhance wealth.  
 
Why do some people and not others discover opportunities?  1. The possession of the prior information 
necessary to identify an opportunity and 2. The cognitive properties necessary to value it.   
 
Information corridors. Possession of different stocks of information necessary to provide framework for 
recognition of new information that is complementary to the existing information. 
Cognitive properties Ability to identify new means-ends relationships. 
 
Decisions to exploit entrepreneurial opportunities. 
 
Nature of the opportunity. The characteristics of the opportunities themselves influence the willingness of people 
to exploit them. ==> expected value 
Individual differences The decision to exploit an opportunity involves weighing the value of the opportunity 
against the costs to generate that value and the costs to generate value in other ways.  
 
 
4. Fourth, we consider the different modes of exploitation of entrepreneurial opportunities.  
Two major institutional arrangements for the exploitation: 
Creations of new firms (Hierarchies) 
Sale of opportunities to existing firms (Markets) 
 
Entrepreneurships in the form of new start-ups is less likely when financing is difficult,  
 
New start-ups are more likely when: 
1. Low incentives to pursuit entrepreneurial opportunities in large organizations  
2. Information cannot be protected well by intellectual property laws.  
3. Opportunities are more uncertain 
4. Opportunities do not require complementary assets 
5. Opportunities destroy competence 
 
5. Finally, we conclude with brief reflections on the potential value of the framework presented here. 
Entrepreneurships is a relevant field of study. 
This framework is a starting point. 
 
  



1.2 Structural inertia and organizational change (Michael  T. Hannan & John Freeman, 1984) 
 
Abstract:Theory and research on organization-environment relations from a population ecology perspective have 
been based on the assumption that inertial pressures on structure are strong. This paper attempts to clarify the 
meaning of structural inertia and to derive propositions about structural inertia from an explicit evolutionary 
model. The proposed theory treats high levels of structural inertia as a consequence of a selection process rather 
than as a precondition for selection. It also considers how the strength of inertial forces varies with age, size, and 
complexity. 
 
Background. Factors that generate structural inertia: 
- Internal to organizations: sunk costs in plant, equipment and personnel, the dynamics of political 
coalitions and the tendency for precedents to become normative standards 
- External to organizations: legal and other barriers to entry and exit, exchange relations with organizations 
need investments that is not written off lightly and also the threatening of legitimacy, that especially occurs in 
radical structural change. 
 
Organizations are continually changing. The literature contains three broad points of view on organizational 
change: 
- Population ecology: most of the variability in organizational structures comes about through the creation 
of new organizations and organizational forms and the replacement of old ones. 
- Rational adaptation theory: organizational variability reflects designed changes in strategy and structure 
of individual organizations in response to environmental change, threats and opportunities.  
Variants of this perspective: 

• Contingency theories: structural changes that match organizational structures. 
• Resource dependence theories: structural changes that neutralize sources of environmental uncertainty. 
• Institutionally oriented: organizational structures are rationally adapted to prevailing normatively 

endorsed nodes of organizing. 
• Marxist theories: organizational structures are rational solutions for capitalist owners to the problem of 

maintaining control over labor.  
- Random transformation theory: organizations change their structures mainly in response to endogenous 
processes, but such changes are only loosely coupled with desires of organizational leaders and with the demands 
an threats of environments. 
 
This paper concentrates on whether change in major features of organizations over time reflect mainly adaptation 
or selection and replacement. 
 
Transformation and replacement 
Transformation: 
Organizational change can be controlled by those in command (do individual humans learn and plan rationally for 
an uncertain future): 

• Tight coupling between individual intentions and organizational outcomes 
Replacement: 
Organizational change is largely uncontrolled; decoupled from individual intentions (Do organizations as collective 
actors display the same capacities) 

• Diversity of interest among members 
• Uncertainty about means-end connections 

 
Structural inertia. The emphasis of this paper is not whether organizations learn and adopt (as seen above) but the 
timing of the changes.   
Inertia: Changing strategies and structures in the light of changing environments; organizations have high inertia 
when the speed of reorganization is much lower than the rate at which environmental conditions change. 
If companies cannot keep up with the paste of the changing environment, potentially ‘selection and replacement’ 
arguments are applicable (given the following issues): 

• The temporal pattern of changes in the environment (small or large, regular or irregular, rapid or slow) 
• Speed of learning mechanisms (how long does it take to obtain process and evaluate information on key 

environment)s 
• Responsiveness of the structure to designed changes (how quickly can an organization be reorganized)  

One of the most important threats to an organization is the creation of new organization, designed specifically to 
take advantage of some new set of opportunities. If existing organizations cannot change their strategies and 
structures more quickly than entrepreneurs can begin new organizations, new competitors will have a chance to 
establish footholds. 



 
Reproducibility inertia and selection. Creating an organization means mobilizing several kinds of scarce resources. 
Also once such resources have been invested in building an organizational structure, they are difficult to recover. 
Not only the costs of starting an organization are non-trivial but organizations continually use substantial 
proportions of their resources in maintaining and reproducing their structures rather than performing collective 
actions. The creation of a permanent organization as a solution to a problem of collective action is costly compared 
to other alternatives. The reason that organizations are nevertheless used are according to the writers due to two 
different competences: 
Reliability: constant delivery of quality. Organizations have higher levels of reliability than ad hoc collectives in two 
senses: 

• Cross-sectional:  an outcome chosen at random from a population of organizations will have a lower 
variance than one chosen at random from a population of other kinds  of producers. 

• Temporal: variability over time in the quality of an outcome is lower for those produced by organization 
(compared to ad hoc groups) 

Accountability: Organizations will have to be able to make internally consistent arguments that appropriate rules 
and procedures existed to reproduce rational allocations of resources and appropriate organizational actions. 
Pressures for accountability are especially intense when: 

• Organizations produce symbolic or information loaded products (e.g. education) 
• Substantial risk exists 
• Long-term relations between the organization and its employees or clients are typical 
• When the organizations purposes are highly political. 

Unreliability and failures of accountability at any stage in a subsequent lifetime threatens an organizations ability 
to maintain commitment of members and clients and its ability to acquire resources. Therefore assumption one is 
made: 
Assumption 1: Selection in populations of organizations in modern societies favour forms with high reliability of 
performance and high levels of accountability. 
 
Reliable performance requires that an organization continually reproduce its structure. This means that structures 
of roles, authority and communication must be reproducible from day to day: 
Assumption 2: Reliability and accountability require that organizational structures be highly reproducible. 
 
Organizations attain reproducibility through: 
- Institutionalization: double edge sword: 

• Greatly lowers the costs of collective action by giving an organization a taken-for-granted character such 
that members do not continually question organizational purposes, authority relations etc. 

• Inertia: making a system reproducible means making it resistant to change. 
- Creating highly standardized routines: source of continuity in the behavioural patterns of organizations.  
One way of conceiving of routines is as organizational memory – an organizations repertoire of routines is the set 
of collective actions that it can do from memory. 
 The authors argue that the properties that give some organizations reproducibility also make them highly resistant 
to structural change. Although inertia on the one hand is a problem in this case, organizations that frequently try 
to reorganize may produce very little and have slight chances of survival. Resistance to structural change is thus a 
likely by-product of the ability to reproduce a structure with high fidelity: 
Assumption 3: high levels of reproducibility of structure generate strong inertial pressures 
 
These three assumptions combine in the following theorem, which states that structural inertia can be a 
consequence of selection rather than a precondition. All that is required is that some organizations in an initial 
population have high levels of reproducibility and that selection pressures be reasonable strong.  
Theorem 1: Selection within populations of organizations in modern societies favors organizations whose structures 
have high inertia 
 
A Hierarchy of inertial forces. But some part of organizations change more quickly than others. The core of an 
organization is more difficult to modify than other more peripheral parts of its structure. The core aspects of 
organization are: 

• Its stated goals: the basis on which legitimacy and other resources are mobilized 
• Forms of authority within the organization and the basis of exchange between members and the 

organization 
• Core technology especially as encoded in capital investment, infrastructure and the skills of members 
• Marketing strategy in a broad sense: the kinds of clients to which the organization orients its product and 

the ways in which it attracts resources form the environment 



The four characteristics stand in a rough hierarchy, with publicly stated goals subject to the strongest constraints 
and marketing strategy the weakest. Although organizations sometimes manage to change positions on these 
dimensions, such changes are both rare and costly and seem to subject an organization to greatly increased risk of 
death. Thus these characteristics serve as possible basis for selection and replacement. 
The authors propose that the selection and replacement theory apply more appropriately to core properties than 
to others, because of the strength of inertial pressures. 
 
Lifecycle variations in inertia. Newly created organizations have lower levels reproducibility than older ones. In 
addition, the reliability and accountability of organizational action depends on members having acquired a range 
of organization specific skills. Because such skills have no value outside the organization, members may be 
reluctant to invest heavily in acquiring them until an organization has proven itself.  Once members have made 
extensive investments in acquiring organization specific skills, the cost of switching to other organizations rise. 
Consequently the stake of members in keeping the organization  going tends to rise as it ages.  
Assumption 4: Reproducibility of structure increases monotonically with age 
Theorem 2: Structural inertia increases monotonically with age (from assumption 2 and 4) 
Theorem 3: Organizational death rates decreases with age (from assumption 4 and theorem 1) 
 
Size and inertia. Size can affect the level of inertia as well. Some organizations are little more than extensions of 
the wills of dominant coalitions or individualsp; they have no lives of their own. Such organizations may change 
strategy and structure in response to environmental changes almost as quickly as the individual who control them. 
Except in exceptional cases, only relatively small organizations fit this description.  
Assumption 5: The level of structural inertia increases with size for each class of organization. 
 
The likelihood that an organization adjusts structure to changing environmental circumstances depends on two 
factors: 
- The rate of undertaking structural change 
- The probability of succeeding in implementing change, given an attempt 
Assumption 5 suggests that the first, is higher for small organizations. 
 
The probability of succeeding in implementing change depends on something else. Change in core aspects of 
structure rarely occurs overnight. More commonly an organization spends some period of time reorganizing.  
Usually there is a period of time during which existing rules and structures are being dismantled and new ones are 
being created to replace them. During such periods organizations have elements of both old and new structures. 
This significantly complicates organizational actions. Consequently the variance of quality and timeliness of 
collective action decline during reorganization. 
Assumption 6: The process of attempting reorganization lowers reliability of performance 
Assumptions 1 and 6 together imply: 
Theorem 4: Attempts at reorganization increases death rates 
 
Organizations undergoing structural transformation are highly vulnerable to environmental shocks. Large size 
enhances the capacity to withstand such shocks (due to larger margins for error because they can easily reduce the 
scope of their operations such in response to temporary setbacks) 
Assumption 7: Organizational death rates decrease with size. 
 
Also if internal processes are solely responsible for the tendency of organizational death rates to decline with age, 
the death rate for an organization that just entered the state ‘new strucutre’ should be no lower than the death 
rate of a completely new organization with that structure. In this sense reorganization sets the ‘liability of 
newness’ clock back towards zero 
Assumption 8: Structural reorganization produces a liability of newness. 
 
As the length of time over which reorganization is attempted increases, the costs (especially the opportunity costs) 
of reorganization increase. As the fraction of organizational resources devoted to the reorganization increases, the 
capacity of the organization to produce collective products decline along with its capacity to defend itself from 
internal and external challenges. Hence protracted periods of reorganization disrupt organizational continuity and 
increase the risk of death 
Assumption 9: The death rate of organizations attempting structural change rises with the duration of the 
reorganization 
 
Environmental change, size and inertia. Inertia can be defined in terms of speed of adjustment relative to the 
temporal pattern of key environmental changes. Although small organizations are less ponderous than large ones 
(and therefore can adjust structures more rapidly) the environmental variations to which they are sensitive tend to 



change with much higher frequency. Therefore, whether the adjustment speeds of small organizations exceed 
those of large ones compared to the volatility of relevant environment is an open question.  
 
Complexity and inertia Although slow response does not necessarily imply a lower rate of attempting structural 
change, it seems likely that this is the tendency. A slow speed of response increases the likelihood that the 
environment will have changed before an organization can complete a process of reorganization. Knowledge of 
this fact may dissuade organizational leaders from initiating change and may serve as a powerful objection to 
proposed change by parties who benefit from the status quo. Complex systems have slow response times not 
because they are any slower than simpler systems in detecting environmental threats and opportunities, but 
because the process of adjustment takes longer. 
Assumption 10: Complexity increases the expected duration of reorganization 
That is, once a complex organization has begun structural change, it will tend to be exposed to a longer period of 
reorganization than a simpler organization attempting similar changes. Assumptions 9 and 10 imply: 
Theorem 5: Complexity increases the risk of death due to reorganization. 
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1.3 Morris, M.H., D.F. Kuratko and M. Schindehutte (2001), Towards Integration: Understanding 
Entrepreneurship Through Frameworks, Entrepreneurship and Innovation, February 2001 
This article has been used during lecture 1, part about entrepreneurship and lecture 3 part about resources.  

Reason for writing this article 

Although entrepreneurship is not a new phenomenon attempts to study it in a systematic manner are fairly recent. 

The term entrepreneurship has been in use for close to three hundred years, as a discipline entrepreneurship 

remains in its infancy. It is important that managers of all types understand how and why the phenomenon of 

entrepreneurship occurs. 

Goal of the article 

Proposing an integrative framework for understanding the complex phenomenon of entrepreneurship, and 

attempt to demonstrate how this comprehensive concept incorporates a number of other currently available 

frameworks.  

What is a framework? 

A framework is a basic conceptual structure. It is a logical and systematic way to organize phenomena. It is used to 

identify relevant variables/constructs and to bring structure to these variables in terms of the ways in which they 

relate to one another.  

An integrative framework of entrepreneurship (lect. 1: Framework is building block for the course) 

1: Environment: Framework 

This integrative framework is the result of the interaction among six variable which results in entrepreneurship. 

The variables are; the process, the entrepreneur, the environment, the business concept, the resources and the 

organizational context.  

2: Process of entrepreneurship;  

Entrepreneurship =  the process of creating value by putting together a unique package of resources to exploit an 

opportunity. 

Pursuit of this process requires an entrepreneur. Entrepreneurial events are easier to understand, and likely to 

achieve better results when approached as a process. This because entrepreneurial effort can be broken down into 

specific stages or steps. Second, because entrepreneurship becomes a manageable event that can be pursued by 

anyone. 

The process is as follows: 

 



3: The entrepreneur: Types of entrepreneurs 

There are different types or categories of entrepreneurs. Four types of entrepreneurs can be distinguished 

according to Miner (2000).  

- Personal achievers: need for feedback and achievement, want commitment and focus on control 

- Super sales people: understand others, external relationships, belief in sales force 

- Expert idea generators: innovative, intelligence as competitive adv. Involved in high-tech 

- Real managers: take charge, be corporate leader, positive attitude towards authority 

4: The entrepreneur: Entrepreneur’s model of the venture 

It is important that the entrepreneur has an investment model in mind when starting a venture. There can be 

three models distinguished.  

- Income model: looking at venture in terms of income substitution 

- Growth model: the entrepreneur sees the venture much like a high growth stock that pays few dividends, but 

on which he will realize a major capital in a e.g. 5 years.  

- Short-term: also called speculative model, entrepreneur wants to start the venture and demonstrate its 

economic viability in the marketplace, only to sell it off to the best bidder.  

5: Environment: Evaluating an opportunity 

An opportunity is a favourable set of circumstances creating a need or an opening for a new business concept.  

Opportunities arise in: 

- Market issues: the need, the size, market growth and industry structure 

- Harvest/economic issues: break-even, ROI, capital requirements and exit mechanisms 

- Competitive adv. Issues: cost structure, control over prices, power of suppliers and distributors etc. 

- Others: Opportunity to develop or tap into networks, existence of fatal flaws and overall risk. 

6: Concept: Innovative business concept (types of innovation) 

All kinds of types of innovation, e.g. new to the world, country, new to the firm, new application etc. These 

product/service/process innovations can form the basis for a new business concept.  

7: The concept: Economics of the venture 

Viability of a business concept depends on a sound profit model.  

Operating leverage (high/medium/low)  

Contribution margins       Volumes 

(high/medium/low)      (high/medium/low) 

     

Product/service mix 

 (fixed/variable) 

8/9: The concept & Resources: Market entry strategy (Lect. 3) 

Related to the business concept is the mechanism relied upon by the entrepreneur to get into the marketplace. 

The following framework challenges with determining the nature of required resources; and to find creative ways 

of obtaining these resources.  

P = Physical (e.g. equipment, buildings) 

R = Relational (e.g. customers, distributors) 

O = Organizational (e.g. systems) 

F = Financial (e.g. cash, debt capacity) 

I = Intellectual and Human (e.g. sales capabilities, R&D skills) 

T = Technological (e.g. patents, licenses, access to particular technologies)  



Resource gaining strategies 

Purchase, internal finance, sell equity, borrow, share, lease, rent, outsource, contact, license etc.  

10: Resources: Determining appropriate financing 

Financing may not always be the most critical resource, obtaining it certainly is vital and requires a considerable 

amount of the entrepreneur’s time and effort.  

11: Organizational context: Types of ventures 

Venture types 

Size Growth orientation 

- Micro enterprise 
- Small business 

- Medium-sized business 
- large business 

- Marginal 
- Lifestyle 

- Successful 
- High growth 

 

12: Organizational context: Life-cycle stages 

Ventures evolve over time. They move through an organizational life-cycle. Two examples of life-cycles as they 

might occur in entrepreneurial ventures 

 

 
 
 
1.4 Key components and implications of entrepreneurship: A 4-P framework. 
Ma & Tan, 2005 
 
This article is about the essence of entrepreneurship and enhance pedagogical effectiveness. This article is inspired 
by prior works on the entrepreneurial process, attempts to advance a 4-P framework of entrepreneurship.  
The 4-P framework of entrepreneurship hinges on 4 Ps, the four major components of entrepreneurship: 
1. Pioneer;  denoting the entrepreneur as an innovator or champion for innovation; 
2. Perspective; denoting the entrepreneurial mindset; 
3. Practice; denoting the entrepreneurial activities; 
4. Performance; denoting the outcome or result of entrepreneurial actions and activities.  
 
The 4-P framework is both integrative and parsimonious theoretically. It focuses on the very fundamental factors 
in the entrepreneurship process and helps piece together a wide range of topics in the entrepreneurship literature, 
on the entrepreneurs, the entrepreneurial mindset and intention, the entrepreneurial activities, and 
entrepreneurial performance. 
Two reasons why the 4-P framework is chosen: 
1. Theoretical and practical importance.  
2. Theoretical parsimony.  
Perspective: the entrepreneurial mindset.  

- Purpose & Policiy 
- ‘There has to be a better way’ 

Pioneer: Champion of innovation 
- Passion & Perseverance  
- ‘We can make a difference’ 

Practice: Action matters  
- Persuasion & Pursuit  
- ‘Just do it!’  

Pre-start-up 
Start-up and 

survival 
Early growth Maturity 

existence survival 
success-

disengage 
take-off 

resource 
maturity 



Performance: results driven  
- Profit & People  
- ‘I did it my way’  

 
This 4-P framework focuses on the very fundamental factors in the entrepreneurship process and helps piece 
together a wide range of topics in the literature.  
 

2.1 A critical look at technological innovation typology and innovativeness terminology: a literature 
review    Calantone & Garcia 
 
The innovation process has been identified for radical, incremental, really new, discontinuous, and imitative 
innovations, as well as for architectural, modular, improving, and evolutionary innovations.  
Innovation defined 
 
Innovation = an iterative process initiated by the perception of a new market and/or new service opportunity for a 
technology-based invention which leads to development, production, and marketing tasks striving for the 
commercial success of the invention. Two distinctions: 

- The innovation process comprises the technological development of an invention combined with the 
market introduction of that invention to end0users through adoption and diffusion. 

- The innovation process is iterative in nature and thus, automatically includes the first introduction of a 
new innovation and the reintroduction of an improved innovation. 

 
Technological innovations are those innovations that embody inventions from the industrial arts, engineering, 
applied sciences and/or pure sciences.  
 
A discovery that goes no further than the laboratory remains an invention. A discovery that moves from the lab 
into production, and adds economic value to the firm would be considered an innovation. Thus, an innovation 
differs from an invention in that it provides economic value and is diffused to other parties beyond the 
discoverers.  
 
A basic idea underlying the proposed model of product innovation is that products will be developed over time in a 
predictable manner with initial emphasis on product performance, then emphasis on product variety and later 
emphasis on product standardization and costs. This iterative nature results in a variety of different innovation 
types, typically called ‘radical innovations’ for products at the early stages of diffusion and adoption and 
‘incremental innovations’ at the advanced stages of the PLC. 
 
A production process (innovation) is the system of process equipment, work force, task specification, material 
inputs, work and information flows, and so forth that are employed to produce a product or service. Once the 
production process has become standardized for product innovations, process innovations will evolve to improve 
the output productivity. The primary focus of process innovations is the efficiency improvements of the production 
process for product innovations. 
 
Innovativeness defined 
Innovativeness is most frequently used as a measure of the degree of ‘newness’ of an innovation. Highly 
innovative products are seen as having a high degree of newness and low innovative products sit at the opposite 
extreme of the continuum. Although the majority of research takes a firm’s perspective towards newness, others 
look at new to the world, new to the adopting unit, new to the industry, new to the market, and new to the 
consumer. 
 
Product innovativeness is a measure of the potential discontinuity a product (process or service) can generate in 
the marketing and/or technological process.  

- From a macro perspective, innovativeness is the capacity of a new innovation to create a paradigm shift in 
the science and technology and/or market structure in an industry.  

- From a micro perspective, innovativeness is the capacity of a new innovation to influence the firm’s 
existing marketing resources, technological resources, skills, knowledge, capabilities, or strategy.  

 
Product innovativeness does not equate to firm innovativeness = the propensity for a firm to adopt innovations. 
The innovativeness of a product that a firm markets or adopts is not a measure of organizational innovativeness. 
Thus, a highly innovative product does not automatically imply highly innovative firms. 



 
Innovation typology comparisons 
Categorizations of innovativeness: 

- Eight categories: reformulated, new parts, remerchandising, new improvements, new products, new user, 
new markets, new customer. 

- Five categories: systematic, major, minor, incremental, unrecorded. 
- Tetra-categorization: incremental/modular/architectural/radical, niche 

creation/architectural/regular/revolutionary, incremental/evolutionary market, evolutionary 
technical/radical, incremental/market breakthrough/technological breakthrough/radical, 
incremental/architectural/fusion/breakthrough. 

- Triadic categorization: low/moderate/high innovativeness, incremental/new generation/radically new. 
- Dichotomous categorization: discontinuous/continuous, instrumental/ultimate, variations/reorientations, 

true/adoption, original/reformulated, innovations/reinnovations, radical/routines, 
evolutionary/revolutionary, sustaining/disruptive, really new/incremental, breakthrough/incremental, 
radical/incremental. 

  
Utterback: radical innovation = change that sweeps away much of a firm’s existing investment in technical skills 
and knowledge, designs, production technique, plant and equipment. Incremental innovations give way to 
standardization and status quo within the firm or industry.  
 
Rothwell and Gardiner: innovations = radically new inventions establishing landmark new products, and as such, 
create new industries. Reinnovations dominate much of the contemporary ‘real’ industrial world. They result in 
existing technology improving upon product design (incremental), new technology improving existing products 
(generational), existing technology creating new products (new mark products), improved materials improving 
existing products (improvements), and new technology improving subsystems of existing products (minor details).  
 
Kleinschmidt and Cooper: highly innovative products include new to the world products and new to the firm lines, 
which are also new to the market. Moderately innovative products consist of less innovative new lines to the firm 
and new products to the existing product line. Low innovative products included modifications, cost reductions, 
and repositioning.  
 
Abernathy and Clark:  

- Niche creations = stable and well-specified existing technology is refined, improved, or changed to 
support a new market position. 

- Architectural innovations forge new market linkages with new technology through the creation of new 
industries or the reformation of existing ones. 

- Regular innovations build on established technical and production competences targeted to existing 
markets and customers. 

- Revolutionary innovations disrupt and obsolete technical and production competence but target existing 
markets and customers.  

 
The same innovations can be labeled on either ends of the scale of innovativeness depending on the researcher. 
Innovativeness is a measure of discontinuity in the status quo in marketing factors and/or technology factors.  
Macro/micro perspective 
The measurements utilized in the empirical analyses reviewed can be broken into two frameworks: 

- A macrolevel where the concern is measuring how the characteristics of product innovation is new to the 
world, the market, or an industry. 

- A microlevel where product innovativeness is identified as new to the firm or the customer. 
 
From a macro perspective, innovativeness is evaluated based on factors exogenous to the firm, such as familiarity 
of the innovation to the world and industry or creation of new competitors from the introduction of new 
innovations. Macro discontinuities are felt worldwide, industry-wide or market-wide. The discontinuities that 
result are not dependent upon a firm’s strategy or structure, its competencies, its knowledge base or its availability 
of resources. The micro perspective view product innovativeness as new to the firm or new to the firm’s customer. 
 
 
 
 
  



Marketing/technological discontinuities 
Technological innovations have two forces from which discontinuities may originate: from a marketing direction or 
from a technological direction.  
 
A typology for identifying technological innovations 
The typology of innovation is relative. What one firm identifies as a really new innovation, can be labeled as an 
incremental innovation by another firm. The end results for the firms will be the same, the process of reaching this 
result will differ significantly. In no way should this confuse the identification process for determining the 
‘innovativeness’ of a new product.  
 
Radical innovations are rare in occurrence (around 10%). ‘Really new’ is used to identify the category between 
radical and incremental innovations. Radical innovations are innovations that cause marketing and technological 
discontinuities on both a macro and microlevel. Incremental innovations occur only at a microlevel and cause 
either a marketing or technological discontinuity but not both. Really new innovations cover the combinations in 
between these two extremes.  
 
Radical innovations 
Radical innovations = innovations that embody a new technology that results in a new market infrastructure. They 
often do not address a recognized demand but instead create a demand previously unrecognized by the consumer.  

 
Technology S-curve = technological product performance moves 
along an S-curve until technical limitations cause research effort, 
time, and/or resource inefficiencies to result in diminishing 
returns. New innovations replace the old technology and a new S-
curve is initiated. 
 
A radical innovation can be identified by the initiation of a new 
technology and new marketing S-curve.  
 
Besides technological capabilities, introducing radical product 
change to a market often requires a new set of organizational 
capabilities embedded in structures, communication channels, 
and information processing procedures of organizations, and it is 

usually quite difficult for established firms to adjust their organizational capabilities for developing innovative 
products. A failure to find discontinuity in technology and marketing strategies within a firm, should automatically 
exclude the product from being considered radical.  
Really new innovations 
Moderately innovative products = consisting of lines to the firm, but the products are not as innovative and new 
items in existing product lines for the firm. On a macro level, a really new product will result in a market 
discontinuity or a technological discontinuity but will not incorporate both. On a micro level any combination of 
marketing and/or technological discontinuity can occur in the firm. Really new innovations are easily identifiable 
by the criteria that a discontinuity must occur on either a marketing or technological macro basis in combination 
with a micro level discontinuity.  
 
A really new product is one that: 

- Relies on technology never used in the industry before. 
- Has an impact on or causes significant changes in the whole industry. 
- Is the first of its kind and totally new to the market. 

 
Discontinuous innovations 
A discontinuous innovation may be either a radical innovation or really new innovation dependent upon at which 
level (macro/micro) and which S-curve (marketing/technology/both) is affected by the introduction of the 
invention to the marketplace. Frequently discontinuous innovations refer to technological discontinuities. 
 
Discontinuous innovations are game changers, which have potential: 

- For a 5-10 times improvement in performance compared to existing products. 
- To create the basis for a 30-50% reduction in costs. 
- To have new-to-the world performance features.  



 
Incremental innovations 
Incremental innovations = products that provide new features, benefits, or improvements to the existing 
technology in the existing market. They will not result in macro discontinuities. They are important on two main 
counts: 

- As a competitive weapon in a technologically mature market. 
- Because streamlined procedures based on existing technology can help alert a business in good times to 

threats and opportunities associated with the shift to a new technological plateau. 
 
Imitative innovations 
Innovation occurs only in the first company to complete industrial R&D which culminates the launch of the first 
product on the markets. Rival innovations are designated imitations even if very similar R&D processes are only a 
short distance from one another chronologically. They are often incremental innovations.  
 
It is easy to classify highly innovative products as radical innovations, moderately innovative products as really new 
innovations and low innovations products as incremental innovations.  
 
Operationalization of ‘product innovativeness’ 

- Radical innovations have discontinuities along both levels (macro/micro) and both sublevels 
(marketing/technology). 

- Really new innovations have discontinuities along just one level of the macro level and either or both 
sublevels. 

- Incremental innovations have discontinuities just along the micro level.  
 
The most important distinction to keep in mind is that on a macro level, discontinuities are exogenous to the firm. 
The higher the innovativeness in both marketing and technology, the greater the impact on product 
innovativeness. If the market discontinuity is low, this leads to low product innovativeness. On the contrary, high 
discontinuity in both factors leads to high product innovativeness.  
 

- The greater the discontinuity in the industry’s marketing S-curve, the higher the degree of newness of the 
innovation. 

- The greater the discontinuity in the industry’s technology S-curve, the higher the degree of newness of 
the innovation. 

- The greater the discontinuity in the firm’s marketing knowledge, the higher the degree of newness of the 
innovation to the firm. 

- The greater the discontinuity in the firm’s technology knowledge, the higher the degree of newness of the 
innovation to the firm. 

- A positive relationship exists between an innovation’s newness to the industry and its degree of product 
innovativeness. 

- A positive relationship exists between an innovation’s newness to the firm and its degree of product 
innovativeness. 

- A positive relationship exists between product innovativeness and newness to the customer.  
 
Conclusion 
Incremental innovations incorporate product improvements (features, benefits, price, manufacturing, process) 
into innovations using existing technologies targeted towards existing markets. On a macro level, really new 
product innovations result in either market discontinuities or technology discontinuities but not both, and result in 
both types of discontinuities on a micro level. Really new products include new technologies to existing markets 
(product line extensions or new product lines) or existing technologies to new markets (also new product lines).  
 

 

 

 

 

 



2.2 Mearuring New Product Success: The Difference that Time Perspective Makes   Hultink & Robben – 1995 

Summary 

Expanding on work done by a PDMA task force on measurement of new product success and failure, the authors of 

this article identify 16 core measures of new product success. In a survey of large Dutch companies, they explore 

manager’s perceptions of new product success, hypothesizing that the importance attached to each of the 16 

measures depends on the company’s time perspective.  

The study also examines the type of market served, the innovation strategy and the perceived innovativeness of 

the company’s product. 

The findings support the hypothesis that the firm’s time perspective influences the perceived importance of the 

core measures of success. For the short term, the respondents empathize product-level measures such as speed-

to-market and whether the product was launched on time. In the long term, the focus is on customer acceptance 

and financial performance, including attainting goals for profitability, margins and ROI. Four factors are perceived 

as being equally important for short-term and long-term success: customer satisfaction, customer acceptance, 

meeting quality guidelines and product performance level. Customer satisfaction was found to be the most 

important measure (in both terms). The perceived performance of the 16 core measures does not differ on the 

basis of the type of market, the innovation strategy or the perceived innovativeness. The firm’s functional 

orientation –technology push of market pull- does not affect the importance attached to the core measures of 

new product success.  

In previous literature about NPD success a gap still exists: time perspective and firm characteristics. This research 

partly indicates and simultaneously expands the work done by the Product Development and Management 

Association Taskforce on the measures of NPD success and failure. 

Venkatraman and Ramunujam developed a two-dimensional classification scheme that highlighted 10 different 

approaches to the measurement of business performance. 

Dimension 1: The use of financial (profit, sales) versus broader operational criteria (innovativeness, social 

responsibility).  

Dimension 2: Alternate data sources (primary versus secondary) 

Dess and Robinson examined the usefulness of subjective performance measures obtained from top management 

teams when problems are encountered in obtaining accurate performance data.  

Much of what has been written on company performance is also relevant to NPD performance measurement 

(because new product performance is one aspect of a company’s overall performance). 

Cooper included 8 performance measures that capture different facets of a firm’s performance, like the 

percentage of current company sales made up by new products introduced over the last 5 years. These measures 

can be divided into 3 independent dimensions of new product success:  

1. impact (impact of the program on company sales) 
2. the success rate of the program (the track record of the products the firm developed) 
3. relative performance (overall performance of the program relative to objectives, to competitors). 

Cooper and Kleinschmidt elaborated on the previous study. Their research included 10 success measures with 3 

independent dimensions:  

1. financial performance 
2. opportunity window (degree of which the product opened new opportunities to the firm) 
3. market impact (domestic and foreign market share). 

Cordero distinguished 3 measures to evaluate new product success: 

 overall performance (i.e. pay out period) 

 technical performance (i.e. ‘business opportunity’ monetary value of total market created) 

 commercial performance (i.e. cash flow) 
 



Hart and Craig provided a framework with 4 building blocks: 

1. Measure of success  -> financial or non-financial, or a combination  
2. Level of analysis  -> new product program level or individual new product level 
3. Source of data   -> self-, expert-, or peer assessment  
4. Data-collection method -> interview or mail questionnaires 

Hart defined 3 profiles of new product success based on: 

 Using technological race with competitors 

 Cost reduction and price competitiveness 

 ROI and first to market 
 

Griffin and Page defined 5 general independent categories of success and failure measures: 

 measures of firm benefits 

 program-level measures 

 product-level measures 

 measures of financial performance 

 measures of customer acceptance 
 

Conclusion 

The 16 measures that the writers of this article use are a combination of the previous mentioned: 
    Important to measure:  Type of measure: 

1. customer satisfaction both     customer acceptance measures 
2. customer acceptance both     customer acceptance measures 
3. met quality guidelines  both    product-level measures 
4. product performance level  both     product-level measures 
5. launched on time  short-term   product-level measures 
6. speed to market  short-term   product-level measures 
7. met revenue goals  long-term    customer acceptance measures 
8. met unit sales goals  long-term    customer acceptance measures 
9. revenue growth  both     
10. attain margin goals   long-term    financial performance measures 
11. attain profitability goals long-term   financial performance measures 
12. IRR / ROI   long-term    financial performance measures 
13. development costs  short-term   product-level measures 
14. breakeven time  both 
15. met market share goals long-term    customer acceptance measures 
16. % of sales by new products long-term    customer acceptance measures 

 
Impact of Market Served: 
In general there are no differences between the average importance ratings of measuring each of the 16 new 
product success indicators between firms mainly serving a consumer market and those mainly serving an industrial 
market. 
Impact of Innovation Strategy: 
In general there are no differences between the average importance ratings of measuring each of the 16 new 

product success indicators between technologically innovative firms and those that are fast imitators. 

Impact of New Product’s Perceived Innovativeness: 

In general there are no differences among the average importance ratings of the 16 core indicators of NPD success 

for new-to-the-world products, products with small improvements, and products with new usage possibilities. 

Impact of the General Functional Orientation of the Firm: 

The importance attached to the core measures of new product success does not depend on the general functional 

orientation of the firm. 



2.3 Benchmarking the Firm’s Critical Success Factors in New Product Development  
Cooper, R.G. and E.K. Kleinschmidt (1995) 

 
Abstract 

At the company level, benchmarking is helpful for identifying the critical success factors that set the most 

successful firms apart from their competitors. This company- or macro-level analysis also has the potential for 

uncovering success factors that are not readily apparent through examination of specific projects. This paper tries 

to understand the company-level drivers of NPD success. The authors propose the results of a multi-firm 

benchmarking. 

Reengineering and reorganizing new product processes have a goal to improve new product success rates, and yet 

reduce development cycle time. First step is to understand the critical success factors-those factors that make the 

difference between winning and losing at new products. Benchmarking can be a useful tool to provide insights to 

identify these critical success factors. Current research papers miss a broader, more macro view of the 

determinants of success.  

Conceptual framework 

The study proposes a conceptual framework based on previous research findings and contains the following 5 

elements: 

1. The new product development process: Those activities that comprise the new product process  and their 

quality of execution-are strongly associated with project outcomes (e.g. a strong market orientation has 

been found to correlate with success). The existence of a formal new product process has been found to 

yield positive results. 

2. How the firm organizes for new products: The use of a cross-functional team and the existence of cross-

functional responsibility and interfaces between departments promotes positive new product 

performance, including time to market. 

3. New product strategy: a firms new product strategy can specify for example product/market arenas as 

areas of focus, formalizes the necessary organizational structures for implementation and defines 

corporate and new product goals. 

4. Culture and climate: A positive culture and climate is vital to successful product development and includes 

organizational issues that amongst others, support teamwork and provide free time for employees to 

develop their own ideas. 

5. Senior management’s involvement and corporate commitment: success factors are e.g. senior 

management commitment to risk taking in product innovation and availability of funds and resources for 

product development. 

The underlying proposition is that these 5 variables are the drivers of performance and this study also included 10 

measures of the company’s new product program performance (this program = the totality of new product efforts 

to the company). These 10 measures are: the success rate, percent sales, profitability relative to spending, 

technical success rating, sales impact,  profit impact,  success in meeting sales objectives, success in meeting profit 

objectives, profitability relative to competitors and the overall success.  

By using a factor analysis, 2 clear factors emerged of the 10 performance metrics 

1. Program impact, comprising (in rank order): percentage sales by new products; the impact the program 

had both on company sales and profits; the success rate; and the technical success rating. 

2. Program profitability, comprising: the program’s profitability rating and the overall success rating, both 

relative to competitors; whether the program met profit objectives; the program’s profitability relative to 

spending; the impact of the program on the firm’s profits; and whether the program met sales objectives.  

Based on these performance factors, 135 companies were clustered into categories based on their similarities in 

terms of these factors. Results = categorization of 4 clusters: 



Type 1: The High-Impact Technical Winners – consist of 22 companies and have the highest impact program of all 

companies. They have 67.7% of sales via new products launched in the previous 3 years (average= 28.4%) and 

were rated highest in terms of program impact on company sales. The firms achieved positive performance in 

terms of the technical success rating and had the highest success rate of new products (77 .O% successful versus a 

mean of 56.9%). 

Type 2: Dogs – these 28 companies were the worst performers. These companies featured the lowest 
success rate of new products (34.9%) and the lowest percentage of sales by new products (only 8.8%). 
 
Type 3: Solid performers – winners in this new product competition and were rated highest on the majority of 

performance metrics. 

Type 4: Low-impact performers – these 30 companies featured an average performance. 

There are 9 performance drivers identified that seemed to differentiate the top and poor performers very well. 

Moreover, these drivers separated the Solid Performers from the Dog firms: 

1. A high-quality new product process:  the better performers had quality processes where amongst others, 
there were tough Go/Kill decision points in the process, where projects really did get killed and there was 
a focus on quality of execution. 

2. A clear and well-communicated new product strategy:  e.g. the role of new products in achieving company 
goals was clearly communicated to all in the firm. 

3. Adequate resources for new products:  e.g. senior management had devoted the necessary 
4. resources to achieve the firm’s new product objectives & R&D budgets were adequate 
5. Senior management commitment to new products: senior management was strongly committed 
6. to new products and they had devoted the necessary resources. 
7. An entrepreneurial climate for product innovation: translated into free time or skunk works =teams 

working on “unofficial” projects. 
8. Senior management accountability: like new product performance measures were an explicit part of 

senior managers’ annual objectives and  these same performance measures became criteria for senior 
management compensation. 

9. Strategy focus and synergy: new products did not take the firm into new and unfamiliar markets & new 
products did not require technology that was totally new to the firm. 

10. High-quality development teams: dedicated project team leader are dedicated to one project and have 
frequent communications and made efficient decisions with a minimum of bureaucracy. 

11. Cross-functional teams: e.g. every project had an assigned team of players and the leader and team were 
accountable for all facets of the project-from beginning to end. 
 

Distinguishing practices and characteristics of Solid Performers: 
 Solid Performer firms featured a high-quality new product process (strong market orientation and have a 

high customer involvement throughout the product development process). 
 Solid Performer firms had a clear and well-communicated new product strategy (clear goals and had well 

defined new product arenas). 
 Solid Performers had the benefit of adequate resources for their new product efforts. 
 Solid Performer firms also had senior management commitment to and involvement in new products. 
 Solid Performers promoted more an entrepreneurial climate for product innovation than the rest, but this 

climate was still fairly far from ideal. 
 Senior management was held accountable for the results of their new product programs, more so than 

for other firms but was still weak. 
 Solid Performers featured a somewhat focused and synergistic new product strategy. 
 Solid Performer firms utilized cross-functional teams in their product development efforts, and ensured 

that these teams were high-quality teams. 
 
  



Characteristics of dogs: 

 A weak new product process – not market oriented, lack of early product definitions, incomplete process 

 A weak, poorly communicated new product strategy – short term focus and no specified goals for the new 
product program. 

 Lack of resources - inadequate committed resources and R&D budget and no free time 

 Lack of senior management commitment - inadequate resources and senior managers not committed 

 Negative entrepreneurial climate - little/no ‘ ‘free time’ ’ for creative work and no skunk works  

 A pronounced lack of senior management accountability – e.g. senior management’s annual objectives 
and compensation not tied to performance 

 No strategic synergy and focus - sought totally new and unfamiliar markets, poor cross-functional teams 
and less meetings and inefficient decisions. 
 

The High-Impact Technical Winners excelled on the team constructs: 

 The best quality project teams – dedicated leaders, good communications & frequent meetings. 

 In High-Impact Winners, projects were undertaken via cross-functional project teams from various 
functions and an assigned team for each project. 
 

This group has also notable weaknesses:  were somewhat weak in terms of senior management accountability for 
their new product results and the entrepreneurial climate was not present. 
Their R&D spending pattern distinguish the high-impact technical winners 
 
The low impact performers had a reasonable profit but low impact program. The problem was that consistently 
they didn’t score as well as the Solid Performer firms on the nine drivers. The lack of new product resources is a 
notable weakness for the group and a short term orientation of new product program 
 
 
Conclusion 

1. Key success factors, not uncovered at the project level, were clearly and quantitatively linked to new 
product performance – the central role of management in contributing to the success of the company’s 
new product efforts was also apparent in the study besides the mentioned macro themes 

2. No group of companies was Starts – no cluster of firms excelled on all dimensions of performance. 
3. A frontier of performance exist – achieving exceptional performance on profitability and impact is 

difficult. One explanation for this frontier and absent of Stars is there are diminishing returns to product 
development and it’s difficult to well across the board. 

4. New product performance is a multidimensional concept. 
5. Nine factors or themes drive the performance of companies’ new product programs. These become the 

critical success factors that other firms can and should use in their benchmarking efforts. 
 

 

  



Fools rush in? The institutional context of industry creation 

Aldrich and Fiol 

The aim of this paper is to identify factors hindering and supporting the progression from the founding of a 

completely new activity, in an institutional void, through its development as a legitimate industry. This paper 

mainly focuses on the new ventures which perform new activities, such ventures cannot rely on existing provided 

external legitimacy. 

The paper focused on two kinds of legitimacy, cognitive and sociopolitical legitimation.  

Cognitive legitimation is defined as: the spread of knowledge about a new venture.  
Hannan and Freeman (1986: 63) noted that when an activity becomes so familiar and well known that it is taken 
for granted, time and other organizing resources are conserved, "attempts at creating copies of legitimated forms 
are common, and the success rate of such attempts is high." One can assess cognitive legitimation by measuring 
the level of public knowledge about a new activity. The highest form of cognitive  legitimation is achieved when a 
new product, process, or service is taken for granted. From a consumer's point of view, cognitive legitimation 
means that people are knowledgeable users of the product or service. 
 
Sociopolitical legitimation refers to the process by which key stakeholders, the general public, key opinion leaders, 
or government officials accept a venture as appropriate and right, given existing norms and laws. One can measure 
sociopolitical legitimation by assessing public acceptance of an industry, government subsidies to the industry, or 
the public prestige of its leaders. 
 
There are four level of analysis; Organizational, intraindustry, interindustry and institutional. So for clarity, on 
these levels organization need to receive legitimacy. 

 

 
 
Note: The authors state propositions, because only a few authors have examined systematic research in this area, 
their article is necessarily speculative. Propositions differ from hypotheses, so there aren’t results given in this 
article, they only provide a starting framework. Just understand how the authors came to these propositions.  
 
Proposition 1: Founders who utilize encompassing symbolic language and behaviors will gain cognitive legitimacy 
more quickly than others. 
 
Explanation Research has documented the powerful psychological effects of issue framing (e.g.. Link, 1987). Issue 
frames are important not only because of their psychological consequences, but also because of their value as 
legitimating and motivating symbols. In a study of the process by which charismatic leaders transform the beliefs 



of their followers, Fiol, Harris, and House (1992) stressed the importance of symbolic communication. Based on 
the results of their study, they concluded that charismatic leaders employ a number of specific rhetorical 
techniques to change social norms. First, charismatic leaders appeal to a common bond with followers, even when 
breaking established values, so as to appear trustworthy and credible to society. They do this through the frequent 
use of inclusive referents such as "we" and "us," as opposed to "I" and "you." Second, charismatic leaders frame 
issues using high levels of abstraction, thus fostering a degree of ambiguity around their innovative ideas. 
 
Proposition 2: Founders who communicate internally consistent stories regarding their new activity will gain 
sociopolitical approval more quickly than others. 
 
Explanation: Founding entrepreneurs must build a knowledge base that outsiders will accept as valid, and yet they 
have no external source of validation from which to argue. Given the lack of externally validated arguments, they 
must draw on alternative forms of communication, such as narratives, to make a case that their ventures are 
compatible with more widely established sets of activities 
 
Proposition 3: Industries in which founders encourage convergence around a dominant product/service design will 
gain cognitive legitimacy more quickly than others. 
 
Explanation: Imitability's effects appear paradoxical unless we pay careful attention to different levels of analysis. 
For an industry, easier imitability means growth, because entry is facilitated, and an expanding market may mean 
that proportionately more entrants survive. 
 
Proposition 4: Industries in which founders mobilize to take collective action will gain sociopolitical approval more 
quickly than others 
 
Explanation: Collective action is extremely difficult to organize early in the life of an industry due to free rider 
problems (Moe, 1980; Olson, 1965). To the extent that mistakes are frequent and a consistent 
body of knowledge emerges very slowly, and thus collective action is impeded, sociopolitical approval may be 
jeopardized. The importance of finding avenues to collaborative action within an industry is well illustrated by the 
history of a new industry. (heel veel voorbeelden dat de geschiedenis heeft uitgewezen dat de proposition waar 
is.) 
 
Proposition 5: Industries in which founding firms promote their new activity through third-party actors will gain 
cognitive legitimacy more quickly than others. 
 
Explanation: Interfirm linkages such as trade associations play a critical role in helping entrepreneurs promote an 
industry's cognitive legitimacy (Aidrich & Staber, 1988). They help firms formulate product/process standards 
through trade committees, trade journals, marketing campaigns (to enhance the industry's standing), and trade 
fairs (where customers and suppliers can gain a sense of the industry's stability). Trade associations represent the 
industry to government agencies, and they play a critical role in times of crisis (when an industry's public image 
may be threatened). 
 
Proposition 6: Industries in which founding firms negotiate and compromise with other industries will gain 
sociopolitical approval more quickly than others. 
 
Established organizations in related industries often strongly oppose the rise of new ventures seeking to exploit 
similar resources, and they may try to block these new ventures at every turn, including questioning their 
compatibility with existing norms and values The emergence and  growth of new industries is thus partly 
dependent on the severity of attacks from established industries that may resist encroachment 
 
Proposition 7: industries that create linkages with established educational curricula will gain cognitive legitimacy 
more quickly than others 
 
The lack of general understanding of the new industry also makes it difficult to recruit and retain employees. 
People wonder what will happen to their careers if they join a persuasive entrepreneur in building a totally new 
organizational venture. Because new ventures tend to be specialized, the skills they require may not be easily 
transferable to other organizations that are searching for people with recognizable talents. Educational institutions 
create and help spread information about the competencies these organizations need. Educational institutions, 
especially vocationally and professionally oriented ones, base their training on curricular materials prepared by 
mass market-oriented publishing houses. 
 



Proposition 8; Industries that organize collective marketing and lobbying efforts will gain sociopolitical approval 
more quickly than others. 
 
 
 
 

  



3.2 The Fruits of Legitimacy; Why Some New Ventures Gain More From Innovation Than Others  
 Singh Rao, R., Chandy, R.K., and J.C. Prabhu  
 
Abstract. This article examines rewards to product introduction by new ventures. The authors argue that the new 
ventures that gain the most from innovation are those that adopt strategies that give them legitimacy in the eyes 
of stakeholders. New ventures can gain legitimacy by creating associations with established entities; such 
associations can be internal or external to the firm. The results show that new ventures that acquire legitimacy 
externally by forming alliances with established firms gain more from their new products than new ventures that 
do not form such alliances. Among new ventures that do not form alliances, those that acquire historical legitimacy 
or scientific legitimacy internally gain more from their new products than those that do not. Finally, although new 
ventures can gain from either external or internal legitimacy, pursuit of external legitimacy by firms that already 
have internal legitimacy leads to lower rewards to innovation. 
 
Literature Review. Economies with a higher proportion of new ventures grow faster than others. The ability to 
introduce successful new products is critical to survival and growth of new ventures in emerging industries. 
Emerging industry is defined as one that is created around new technologies (e.g. web retailing, biotechnology). A 
new venture is defined as one whose primary business is in an emerging industry.  
 Prior research has examined the impact on gains from product introduction due to variables such as firm 
size, resources, the nature of product offerings and industry characteristics in mature markets. Within emerging 
industries, firms are often similar in size and resources (small and limited financial resources). Although differences 
among products exist, many new products in emerging markets are, almost by definition, all breakthroughs in 
nature. Variables that are traditionally reviewed in literature play a less prominent role in emerging markets.  
 A particular vexing challenge for firms in emerging markets is the ‘’liability of newness’’. Potential 
stakeholders view firms in these industries with skepticism. To overcome this, new ventures must overcome 
stakeholders skepticism in the first place. An important way that new ventures can overcome the liability of 
newness and increase their gains from new products is by taking actions that provide them with legitimacy in the 
eyes of stakeholders. 
 
Theory. Legitimacy is defined as a generalized perception of assumption that the actions of an entity are desirable. 
The lack of legitimacy of venture in the eyes of stakeholders in emerging markets partly what creates a liability of 
newness for such firms. However, not all ventures suffer equally from this liability. Some manage to prevail, 
whereas others are crushed by it. Actions, both substantive and symbolic, on the part of new ventures can help to 
overcome this liability. We identify two types of legitimizing actions, internal and external, through which new 
ventures can gain legitimacy in the eyes of stakeholders.  
 
Internal actions. There are four types of internal actions: 
1. Historical actions; actions associated with historical actions convey to stakeholders information about the new 
ventures’ past experience and, by inference, their prospects for future performance. A new venture may convey 
this through e.g. a record of product introductions, which speaks to its understanding of the relevant technology 
and market. This type of actions is rare for new ventures, since they few have successfully introduced new 
products in the past.  
Benefits of historical legitimacy: (1) it suggests that the new venture has prior experience with product launch, 
thus increasing the likelihood of its success with future products. (2) literature on ‘’learning by doing’’ and adaptive 
learning shows that there are clear gains to learning through a process of trial and error.  
 
2. Scientific actions; actions associated with scientific actions convey to stakeholders that the new ventures in 
question have the technological capabilities needed to operate in their industry successfully. This can be done by 
e.g. recruiting eminent scientists to serve their boards and assigning leadership roles to scientists and academics.  
Benefits of scientific legitimacy: (1) scientists help to invent new products. (2) technical credibility, suggesting that 
the new venture has the ability itself to develop successful new products. (3) access to outside knowledge the firm 
does not possess and cannot develop on its own. (4) some assurance that the firm has the ability to absorb and 
leverage new knowledge acquired from outside entities.  
 
3. Market actions; actions associated with market actions convey to stakeholders that the new ventures in 
question have the market-based capabilities needed to operate in their industry effectively. This can be achieved 
by e.g. placing on their boards executives who have experience with marketing and management in more 
established industries.  
Benefits of market legitimacy (having experienced executives): (1) their presence suggest to important 
stakeholders that the new venture understands customers well and that the firm is market oriented in its 
approach. (2) because of their past experience , they will provide new ventures with this important capabilities, 
thus improving stakeholders perceptions of the firm’s likely success with its own products. (3) they will be able to 



draw on their experience with picking market winners, again increasing the new venture’s potential performance 
with its new products. Greater market knowledge confers with a greater probability of success with new products.  
 
4. Locational actions; actions associated with locational actions convey to stakeholders that the new ventures in 
question derive differential advantage as a result of their geographic location. E.g. by placing yourself as a software 
venture in Silicon Valley.  
Benefits of locational legitimacy: (1) their presence in the cluster indicates to stakeholders that they have access 
through the cluster to specialized inputs and a skilled labor pool. (2) it suggests that the new ventures have access 
to new technical and market knowledge as well as resources that can be shared. (3) it suggests that the new 
ventures can potentially gain from any complementarities that may result from working with or in the presence of 
related firms.  
Negative information conveyed from locational legitimacy: (1) with time, inertia tends to set in among firms in 
clusters, resulting in groupthink, nonreceptitivity to external ideas and the suppression of innovation. However, 
since such declines usually sets in overtime and tends to afflict more stable industries, the article argues that new 
ventures in emerging industries are likely to benefit rather than suffer from their presence in clusters.  
 
External actions. There is one way in which a venture can gain external legitimacy, namely through their 
association with successful and established entities. This can be done for example through forming an alliance with 
a firm in a related but established industry.  
Possible downsides of alliances: (1) the loss of decision making control and flexibility for the fledgling venture. (2) 
lower rewards for the new venture from its product introductions as a result of sharing collaborative gains. (3) less 
bargaining power, larger share of the gains from the product introduction go to the established venture instead of 
to the new one 
Benefits of alliances: (1) the new venture has access to the capabilities and resources needed for successful 
product introduction (marketing, scientific and financial resources, shared learning and skills). (2) the mere 
existence of the alliance carries its own endorsement. That the new venture was successful in attracting a larger, 
more established player in the first place suggest that  the new venture and its new product have potential.  
 
Internal legitimacy, external legitimacy or both? The article argues that new ventures that possess internal 
legitimacy will gain more from their products by going alone than by forming alliances. Firms that have internal 
legitimacy will gain fewer marginal benefits from also acquiring external legitimacy for two reasons: 
- alliances are not cost free (see the downsides of alliances) 
- new ventures that already possess internal legitimacy may find that alliances with established firms can lead to 
duplication in sources of legitimacy.  
 
 
Discussion and Implications. New ventures can overcome the liability of newness by adopting strategies that give 
them legitimacy in the eyes of stakeholders. New ventures can gain legitimacy through the associations they form 
with other, more established and reputed entities. They found that this legitimacy pays off by directly raising the 
rewards to such firms from their product introductions. Although new ventures can gain from either external or 
internal legitimacy, persuit of external legitimacy by firms that already have internal legitimacy leads to lower 
rewards for innovation.  

They show that legitimacy explains the differential gains to new ventures from new product launch. To 
introduce new products successfully, new ventures must engage in active legitimizing strategies. These strategies 
provide new ventures with credibility in the eyes of stakeholders and, in the process, bring them greater rewards 
from product introduction. These rewards provide much-needed revenues that, in turn help new ventures survive 
and grow.  

They find that not all forms of internal legitimacy are equal. A history of successful product launches 
(historical legitimacy) has the greatest impact on gains from product introduction, followed by the presence of 
executives (market legitimacy) and respected academics (scientific legitimacy) on the board.  

New ventures in emerging industries also need to position themselves to gain more from their new 
products. For new ventures facing intense competitive pressure and serious resources constraints, these gains 
could make the difference between life and death.  
 
 

 

 

 



3.3 Revitalizating Entrepreneurship: How visual symbols are used in entrepreneurial performances  
 Clarke 2011 
Introduction 

Strategic management and entrepreneurship have yet failed to explain how entrepreneurs persuade stakeholders 

to become part of their venture despite a lack of tangible predictors of competence. In fact, they (both fields of 

study) attribute much agency to the individual entrepreneur in terms of obtaining resources. Entrepreneurs often 

have to rely on symbolic means to increase their level of legitimacy (Suchman, 1995).  

They use symbolic forms of speech and visual presentation to convince others of the feasibility of their idea. 

Research has been conducted to determine what forms of language entrepreneurs use to engage others in their 

venture, but no research has studied how they use visual symbols to increase the legitimacy.  

The paper focuses on three entrepreneurs and their visual ethnography and shows how they use visual symbols to 

create legitimacy for their venture.  

First, results of the study show the ubiquity and significance of visual symbols in entrepreneurial performances and 

illustrate how entrepreneurs use a range of visual symbols during performances to stakeholders: setting, props, 

dress, and expressiveness. Doing this they want to present an appropriate scene to stakeholders, show their 

professional identity and emphasize control and regulate emotions. More experienced entrepreneurs are more 

likely to make good use of visual symbols. Second, the study makes an innovative approach by videotaping 

entrepreneurs in their relations with stakeholders. This videotaping shows that language is only one of the tools 

used by entrepreneurs in their relation with stakeholders, and demonstrates the importance of emotions in the 

relationship.  

Theoretical background 

Entrepreneurs are likely to face problems when it comes to engaging potential resource providers in their new 

innovative ideas than more established organizations (Schoonhoven and Romanelli, 2001). As Brush and al. said, 

this has to do with the fact that resource providers are reluctant to become part of any novel undertaking if there 

is no evidence that their efforts will eventually be rewarded. Many scholars have turned to the literature on 

organizational legitimacy to explain this. 

Legitimacy is seen as a generalized perception or assumption that the actions of an entity are desirable, proper or 

appropriate within some socially constructed system of norms, beliefs, and definition (Schuman, 1995, p. 574). It 

all comes down to: Legitimate entrepreneurs obtain resources.  

Symbols have been identified that justify the entrepreneur’s legitimacy: his prior education, his calibre and 

founding team, certificates and endorsements… The problem is no one has studied how entrepreneurs overcome 

the lack of certain of this symbols that testify neither their quality nor their performance. Performance is used in 

the sense “activities of an individual which serves to influence a set of observers and suggests that individuals have 

the capacity to manage others’ impressions through two different kinds of activity: the expression they give, and 

the one they give off (non-linguistic or visual aspects) (Goffman, 1959). An important role is given to visual symbols 

in effective performances, but research fails to explicit attention to the visual aspects of this process.  

Method - Theoretical sampling 

A visual ethnographic study was conducted of three entrepreneurs at the start of a venture commercialization. 

Start = legitimizing since no previous record.  

Definition of an entrepreneur: someone who had risked their own money and resources in the founding and 

development of a venture and who was the dominant decision maker in the firm.  

The three entrepreneurs varied in their experience of the new industry they were entering and also their 

knowledge (new or experienced entrepreneurs).  



The first one (Coupland Technologies): serial entrepreneur and in the process of commercializing a new venture 

which specialized in the development of aerospace products. He had some insights in the aerospace industry due 

to his previous experience in the wire manufacturing.  

The second entrepreneur (Sorby Properties): serial entrepreneur that was commercializing a new property 

development and management business and in the process of building a business park development. He had no 

previous experience in the area of property development and management.  

The third entrepreneur (XYZ Software): novice one who was in the process of developing and commercializing a 

range of products which bring TV and recording facilities through the internet on multi-resident sites. He had no 

previous experience in commercializing such products.  

 Experience of the entrepreneur is keen because prior knowledge can make his legitimacy go up 

The three entrepreneurs selected were located in the North of the UK. 

Data collection - Videotaping the three entrepreneurs in interactions with stakeholders and during in-depth 

interviews, for one month. Taping of entrepreneurs with customers, employees and financiers. The author also 

interviewed the entrepreneurs on five occasions, where they reflected upon particular incidents that had 

happened during the day or upon their role as entrepreneurs, upon the venture, the involvement of employees 

and external constituencies… The intention behind the interviews was to capture a backstage look at the 

entrepreneurs’ perspective on thoughts, feelings, and behaviors of entrepreneurs related to their use of visual 

symbols.  

So data consists of primary sources of information, but also documents used to verify observations about the 

entrepreneurs’ use of symbols, both internally in their own organization and externally to stakeholders.  

Data analysis - The data was reduced to material which was relevant to the research question.  

Three steps to the analysis: 
 A within-case analysis where the author sought to become familiar with the idiosyncrasies of each case 
 A systematic comparison of the similarities and differences across each case 
 Integrating observations and delimiting the theoretical interpretations.  

Within-case analysis 

Become familiar with the data by watching the videos, reading the transcripts and field notes. Unique patterns of 

each case emerged on their own. 

Across-case analysis 

Cases were compared in pairs, and similarities and differences were listed. Comparison in terms of previous 

experience, industry knowledge, occasions when visual symbols were used, and how frequently they were 

employed.  

Developing theory 

Employ a case-replication model so as to compare the emerging dimensions with the evidence from each case in 

order to assess how well it fit with case data. Comparison between theory and data in order to iterate towards a 

theory that fits the data. Six processes emerged, and these six were grouped into three functions of visual symbols:  

 Presenting an appropriate scene to stakeholders 

 Creating professional identity and emphasizing control 

 Regulating emotions 

 

 



Findings  

The findings reveal that the entrepreneurs used a wide range of visual symbols, divided into four symbolic 

categories: setting, props, dress, and expressiveness. Findings show that quality and quantity of the use of symbols 

differ between the entrepreneurs.  

1. Presenting appropriate scene to stakeholders 

Concealment was used by all three entrepreneurs: hide things to stakeholders. Exposure was also used: actively 

expose certain aspects of their environment to potential stakeholders.  

2. Creating professional identity and emphasizing control 

Wearing of business dress: important symbol that facilitates the creation of their identities, show that they belong 

where they are.  

Adapting dress to audience: present themselves effectively to different audiences, create alternative identities, 

and maintain control.  

3. Regulating emotions 

Controlling expressiveness: the need to ensure that any emotional expressiveness on the part of the entrepreneur 

is in line with the other aspects of the performance, visual expressions of suitable emotions. Ex. bodily movements 

to express enthusiasm  

Managing stakeholders’ emotions by presenting appropriate scene and physical appearance. 

Discussion 

 The importance of visual symbols 

Entrepreneurs communicate with future resource providers using a combination of language and visual cues. 

Visual cues allow the entrepreneurs to manage their expression of their own emotions and seek to make sure that 

stakeholders experience positive emotions.  

Conclusion 

Entrepreneurs can become skilled cultural operatives who use their skills to give sense to others through visual 

symbols about what they are and what they represent.  

 

 

  



3.4 Neither Market nor Hierarchy: Network Forms of Organization.  Powell W.W. (1990). 

Abstract: 

Network forms of organization (typified by reciprocal patterns of communication and exchange) represent a viable 

pattern of economic organization. Networks are contrasted with market and hierarchical governance structures, 

and the distinctive features of networks are highlighted. Illustrative examples of network arrangements (in craft 

and high technological industries, in regional economies and in formerly vertically integrated field) are presented. 

The paper concludes with a discussion of the conditions that give rise to network forms.  

Theory: 

Markets and firms 

Transactions with high uncertain outcomes, that require specific transaction investment, are more likely to take 

place in more hierarchical organized firms. Transactions that are straightforward and non-repetitive will take place 

in the market interface. When specific transaction knowledge becomes larger, transactions are moved out form 

markets to hierarchies. Two reasons for this: 

1. Bounded rationality: in hierarchy all possible transactions can be written down in contracts. 

2. Opportunism: the pursuit by economic actors of their own advantage. 

Markets, hierarchies and networks 

Powell makes a distinction between 3 forms: markets, hierarchies and networks. 

- Markets are a spontaneous coordination mechanism that imparts rationality and consistency to the self-

interested actions of individuals and firms. The participants in a market transaction are free of any future 

commitments. Markets offer choice, flexibility, opportunity and fast, simple communication. Markets are 

a form of noncoercive organization, they have coordinating but no integrative effects. Coordination in 

markets is the result of human actions, but not of human design. Markets are a poor device for learning 

and transfer of technological knowhow. Information is freely available, alternative buyers or sellers are 

easy to come by and there are no carry-over effects for one transaction to the other.  

  

- Hierarchies arises when boundaries of a firm expand to internalize transactions and resource flows that 

were previously conducted in the market place. Management coordinates supply and demand. In a 

hierarchy, employees operate under a regime of administrative procedures and work roles defined by 

higher level supervisors. Management divides up tasks and positions and establishes an authoritative 

system of order. Tasks are often quite specialized, so work activities are highly interdependent. A 

hierarchical structure, with departmental boundaries, clear authority, reporting mechanisms and formal 

decision making is well-suited for mass production and distribution. It strength is its reliability of 

producing large number of goods or services. 

 

- In networks transactions occur neither through discrete exchanges nor by administrative approval, but 

through networks of individuals engaged in mutually supportive actions. In networks parties agree to not 

pursue their own interests at the expense of others. Relations in networks take considerable effort to 

establish and sustain. Both partners have the ability to adapt to changing circumstances, so al benefits 

and burdens are shared. A mutual orientation (knowledge each party has about the other, and which is 

essential for communication and problem solving) is established. Networks are used in circumstances 

when there is a need for efficient and reliable information, and information that comes from someone 

you know well is trustworthy and reliable. Networks are useful for exchange of commodities whose value 

is not easily measures, like know-how, technological capabilities, style of production, innovation or 

experiments. Reciprocity is a widely discussed subject in networks and the game theory is very relevant 

on this form of organization.  

 



 

 

 

 

 

 

 

 

 

 

 

The etiology of network forms 

From the cases that are described in the article (not in summary) some lessons about the arise of network forms 

can be learned:   

- Cooperation can be sustained over the long run as an effective arrangement. 

- Networks create incentives for learning and the dissemination (verspreiding) of information, thus allowing 

ideas to be translated into action quickly. 

-  The open-ended quality of networks is most useful when resources are variable and the environment 

uncertain. 

- Networks offer a highly feasible means of utilizing and enhancing such intangible assets as tacit 

knowledge and technological innovation 

Rationale for network forms 

According to Powell three factors are critical components of network forms: know-how, demand for speed and 

trust. 

- Know-how typically involves a kind of tacit knowledge that is difficult to codify. They exist in the minds of 

talented people whose expertise cannot be easily purchased. Networks are most likely to arise in fields in 

which knowledge skills do not lend themselves to monopoly control or the wealthiest bidder. 

 

-  Demand for speed is based on economic logic. Firms join forces with other companies/ universities, to 

reduce the risks and to share expertise of developing costly products that have a very short life span.  One 

of their key advantages is that networks are able to disseminate and interpret new information very 

quick.  

 

- Trust is very important, as was described in the theory part of network forms. But how can this threat of 

reciprocity be avoided? The reputation of a participant is the most visible signal of their reliability. And 

networks should be in work settings in which participants have some kind of common background, like 

ethnic, geographic, ideological or professional.   

 

 



4.1 Assessing the Work Environment for Creativity.  
Amabile, T.M., Conti, R., Coon, H., Lazenby, J. and M Herron (1996) 

 
Creativity definition: 
Like other researchers (e.g., Stein, 1974; Woodman, Sawyer, & Griffin, 1993), we define creativity as the 
production of novel and useful ideas in any domain. We define innovation as the successful implementation of 
creative ideas within an organization. In this view, creativity by individuals and teams is a starting point for 
innovation. The first is a necessary but not sufficient condition for the second. Successful innovation depends on 
other factors as well, and it can stem not only from creative ideas that originate within an organization but also 
from ideas that originate elsewhere (as in technology transfer). 
 
Organizational factors on creativity 
In the componential model of creativity and innovation in organizations (Amabile, 1988), three broad 
organizational factors are proposed, each of which includes several specific elements:  
(1) Organizational motivation (pressures) to innovate is a basic orientation of the organization toward innovation, 
as well as supports for creativity and innovation throughout the organization.  
(2) Resources refers to everything that the organization has available to aid work in a domain targeted for 
innovation (e.g., sufficient time for producing novel work in the domain, and the availability of training.  
(3) Management practices (freedom/autonomy) refers to allowance of freedom or autonomy in the conduct of 
work, provision of challenging, interesting work, specification of clear overall strategic goals, and formation of 
work teams by drawing together individuals with diverse skills and perspectives. 
 
Woodman, Sawyer, and Griffin (1993) took a similar theoretical perspective on creativity in organizations, but they 
extended their model in two additional ways.  
(1) Group characteristics are the norms, group cohesiveness, size, diversity, roles, task characteristics, and 
problem-solving approaches used in the group.  
(2) Organizational characteristics consist of organizational culture, resources, rewards, strategy, structure, and 
focus on technology. 
 
Some research suggests that internal strife, conservatism, and rigid, formal management 
structures within organizations will impede creativity (Kimberley, 1981;Kimberley & Evanisko, 1981). Because 
individuals are likely to perceive each of these factors as controlling, they may lead to increases in individuals' 
extrinsic motivation, and corresponding decreases in the intrinsic motivation that is necessary for creativity 
(Amabile, 1988; Deci & Ryan. 1985).  
 
Encouragement of Creativity (organizational, supervisory, and work group encouragement) 
(1) Organizational encouragement: 

- people are more likely to produce unusual, useful ideas if they are given license to do so by the situation 
or by explicit instructions  

- supportive, informative evaluation can enhance the intrinsically motivated state that is most conducive to 
creativity 

- creativity can be enhanced by expecting a reward that is perceived as a "bonus," a confirmation of one's 
competence, or a means of enabling one to do better, more interesting work in the future 

- the probability of creative idea generation increases as exposure to other potentially relevant ideas 
increases 

 
(2) Supervisory encouragement: 
Several studies have pointed to the role of project managers or direct supervisors, particularly in the areas of 

-  goal clarity  
-  open interactions between supervisor and subordinates  
- and supervisory support of a team's work and ideas  

 
(3) Work group encouragement: 
Encouragement of creativity can occur within a work group itself, through diversity in team members' 
backgrounds, mutual openness to ideas, constructive challenging of ideas, and shared commitment to the project 
 
The perceived work environment 
The perceived work environment does make a difference in the level of creativity in organizations. Managers at all 
levels who wish to foster creativity and innovation within their organizations can 



do so not only by paying attention to what sort of individuals they hire—to the kind of personal characteristics and 
skills that early creativity research emphasized—but also by paying attention to the environments they create for 
these potentially creative individuals. 
 
Conceptual model KEYS 
 

 
 
Whether used alone or with other methods, this instrument and the model upon which it is based give researchers 
a way to seriously turn their attention toward creativity in organizations, which is the root of innovation. Rather 
than focusing on the personality characteristics that dominated earlier psychological research on creativity, or the 
organizational structures for implementation that have dominated organizational studies of innovation, the 
present approach highlights the psychological context of innovation— the work environment perceptions that can 
influence the level of creative 
behavior displayed in the generation and early development of new products and processes. Creative ideas from 
individuals and teams within organizations sow the seeds of successful innovation. 
 
KEYS has potentially broad applicability in organizations. It can be used not only to diagnose the relative degree to 
which an organization's work environment fosters creative work, but also to assess the effectiveness of 
environmental improvement efforts. As a part of its diagnostic function, it 
can specify particular areas of a work environment that are relatively strong or weak at a given point in time, 
helping managers and organizational leaders to identify directions for action. For example, if a given department 
scores particularly low on the challenge dimension, that department's manager might pay greater attention to 
appropriately matching employees to projects so that, whatever their skill level, they feel challenged by and 
interested in assigned projects 

 
 
 



4.2  

 

 

 

 


