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ABSTRACT:

The rivalry for new products and services has challenged traditional operating methods and
increased the pressure for various innovations and the commitment of employees who are
excited about their creation. It's no wonder that the needs of the changing working life have
touched management practices. Managerial coaching as well as the leader-member exchange
has continuously increased their popularity among managers, supervisors, employees, and
researchers. Managerial coaching has been perceived as creating a foundation for both work
engagement and positive results. Empirical research and evidence on the effects and
connections between managerial coaching, leader-member exchange, work engagement, and
innovative work behavior have still been rather scarce. The objective of the present research
was to investigate these relationships in greater depth.

The study’s main goal was to find out whether managerial coaching, leader-member exchange,
and work engagement are necessary to enable employee innovative work behavior. The
theoretical framework was the job demands and resources (JD-R) model and its positive
motivation process, according to which work resources can result in positive results at work
through work engagement. A survey was conducted between 2015-2016 during the HERMES
research project. Data was collected in cooperation between the University of Vaasa and the
Lappeenranta University of Technology. A total of 100 SMEs were contacted, and the final data
included 88 SMEs. A necessary condition analysis was used as a statistical analysis method to
provide new insights and new kinds of support to existing research.

Theoretical framework and previous research showed that managerial coaching and leader-
member exchange are positively connected to work engagement as well as innovative work
behavior, and that work engagement acts as a mediating factor. The results of this study confirm
that work engagement is necessary for innovative work behavior, but managerial coaching and
leader-member exchange were not found to be necessary for work engagement. In contrast to
the theoretical framework, managerial coaching, and leader-member exchange were not found
as necessary for employees' innovative work behavior or work engagement. However, the
limitations of the study should be taken into account when interpreting the results or
considering practical applications. Researchers in the future need to focus on finding out other
factors necessary for work engagement. The research provides additional understanding and
evidence for the influence between work engagement and innovative work behavior and
supports the idea that engaged employees can increase innovativeness.

KEYWORDS: Innovative work behavior, Innovatiivisuus, IWB, Innovaatio, Innovation, NCA,
necessary condition analysis, Managerial coaching, valmentava esimiestyd, LMX, esimies-
alaissuhde, Leader-member exchange
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TIVISTELMA:

Organisaatioiden jatkuvasti kiristyva kilpailu ja pyrkimys parempaan tuottavuuteen luovat
painetta uusille innovatiivisille tuotteille ja palveluille. Innovatiivisuutta lisatdakseen on
organisaatioiden saatava innovatiiviset tyontekijat sitoutuneeksi. Tama tuo haasteita totuttuihin
toimintatapoihin  ja organisaatiot ovat alkaneetkin etsid vaikutusmahdollisuuksia
johtamiskaytanteistd. Johtamiskdytanteistda esimiesten sekad tutkijoiden katseet ovat
lisddantyvissa maadrin kohdistuneet valmentavaan johtamiseen sekd esimies-alaissuhteeseen
(LMX). Organisaatiot pyrkivat luomaan valmentavalla johtamisella perustuksen, joka tukee tyon
innostavuutta ja positiivisia tuloksia. Tyon innostavuuden, valmentavan johtamisen, esimies-
alaissuhteen ja innovatiivisuuden keskindisien vaikutusmekanismien sekd hyotyjen vaikutuksia
on tutkittu vield vahan ja ndyttd hyodyistd on vahaistd. Taman tutkimuksen tarkoituksena oli
tarkastella naita yhteyksia lahemmin ja tuoda uutta tietoa niiden tarpeellisuudesta.

Tutkimuksen paatavoitteena oli selvittdd, ovatko valmentava johtaminen, esimies-alaissuhde ja
tyohon sitoutuminen valttamattomia tyontekijoiden innovatiivisen tyokayttaytymisen
mahdollistamiseksi. Teoreettisena viitekehyksend tutkimuksessa oli tyon vaatimukset ja
resurssit (JD-R) -malli ja sen positiivinen motivaatioprosessi. Taman prosessin mukaisesti nama
resurssit saattavat parantaa tuloksia tyohon sitoutumisen kautta. Tutkimuksen aineisto kerattiin
vuosina 2015-2016 toteutetun HERMES-tutkimusprojektin aikana. Projekti toteutettiin Vaasan
yliopiston ja Lappeenrannan teknillisen yliopiston yhteistyona. Projektissa otettiin yhteytta
yhteensa 100 pk-yritykseen mutta lopulliseen aineistoon sisaltyi 88 pk-yritysta. Tilastollisena
analyysimenetelmana kaytettiin valttamattomyys (NCA) analyysid uudenlaisen ndkemyksen ja
uudenlaisen ndkdkannan saavuttamiseksi.

Teoreettinen viitekehys ja aiemmat tutkimukset osoittivat, ettd valmentava esimiestyd ja
esimies-alaissuhde liittyvat positiivisesti seka tyohon sitoutumiseen ettd innovatiivisuuteen ja
ettd tyohon sitoutuminen toimii valittdjana. Taman tutkimuksen tulokset vahvistavat, etta
tyohon sitoutuminen on valttamatonta innovatiivisuudelle, mutta valmentavan esimiestyon ja
esimies-alaissuhteen ei havaittu olevan valttamatonta tyohon sitoutumiselle. Toisin kuin
teoreettinen viitekehys esittda, valmentavaa esimiestyota ja esimies-alaissuhdetta ei analyysin
perusteella voi pitdaa valttdmattomina innovatiivisuudelle tai tyohon sitoutumiselle. Taman
tutkielman rajoitukset taytyy huomioida tuloksia analysoitaessa tai kaytannoén sovellutuksia
harkittaessa. Tulevaisuuden tutkimuksessa tulisi keskittyda muiden tyéhon sitoutumisen kannalta
valttamattomien tekijoiden selvittamiseen. Tutkimus antaa tarkemman kuvan seka todisteita
tyohon sitoutumisen ja innovatiivisuuden vaikutuksista ja vahvistaa ymmarrysta sille etta
sitoutuneet tyontekijat voivat lisata innovatiivisuutta.
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1 Introduction

Ways of encouraging and enhancing performance as well as innovations are some of the
fundamental factors that enable organizations to adjust quickly to economic fluctuations
and to achieve an edge over the competition (Bos-Nehles et al., 2017, p. 1228;
Tanskanen et al., 2019, p. 2). According to a study by Huhtala and Parzefall (2007, p. 299),
fostering employees' innovativeness is an essential challenge that managers, as well as
scholars, are grappling with. They claim innovative employees as the primary currency
of modern organizations. Employee innovativeness is an essential source of innovations
and a crucial resource for an organization's resource capacity (Bos-Nehles et al., 2017, p.
1229). Employees can improve organizational effectiveness by coming up with fresh,
innovative concepts which they can then use as components to create better procedures,
services, and products (Kwon & Kim, 2020, p. 41). Focusing on process improvement can
help an organization increase efficiency, improve quality, and reduce costs (Damanpour,

1991; Johne, 1999).

Innovativeness is not only a competitive advantage or a success factor for a company but
it is also a driving force for economic growth (Shunlong & Weiming, 2012). Many
companies are pursuing innovativeness because it has been recognized to affect
performance and process efficiency (Janssen, 2001; Lee, 2008). Alasoini & Lyly-
Yrjandinen (2014) claim that for example in Finland, economic growth can only be
achieved through improved productivity. This ranks the company’s ability to produce

innovations as a high priority.

In recent years, innovation research has without a doubt evolved significantly. Several
factors at the individual, team, and group levels of analysis have been identified and
found to be consistently supportive or restrictive of innovative results (Anderson et al.,
2004). In recent years, numerous studies have looked at the impact of individual and
contextual factors on innovation or how they link to innovation. (Huhtala & Parzefall,
2007, pp. 299-300). An expanding amount of research has been directed at

comprehending innovation, its predecessors, and relationships across all levels of



innovation (Denti & Hemlin, 2012; Lin & Sanders, 2017). Several factors, including
organizational structure, size, culture, and climate, as well as motivation, training, team
structure, autonomy, and environment, have been discovered (Anderson et al., 2004, pp.

149-152).

The impacts of managerial actions on the employee's innovativeness have been
previously studied through different leadership styles and the results have been
contradictory (See e.g., Hammond et al., 2011; Hunter et al., 2007; Rosing et al., 2011).
However, research has consistently found the importance of managerial support
regarding innovativeness. Previous research has demonstrated that leadership is
necessary in order to create an atmosphere that spurs creative thinking and innovation
among employees (Amabile et al., 1996; Mumford & Gustafson, 1988). Redmond et al.
(1993) claim that managerial actions support constructive problem-solving and improve
the employee’s self-confidence and thereby giving an impulse to innovativeness.
Managers also face challenges in their tasks, as efforts toward creativity and innovation
are often tied to various constraints, such as rules and regulations, time limits, and

limited resources (Acar et al., 2019).

A systematic literature review from Bos-Nehles et al. (2017), examines the connections
between HRM practices and innovative work behavior. They recognized seven separate
HRM practices which could be classified as most beneficial for encouraging employees’
innovative work behavior. The following are the practices that they recognize: training
and development, work composition, job demands, time pressure, job stability,
autonomy, feedback, and reward. Training and development were considered to be
practices that enhanced one's abilities, rewards, and job stability were considered to be
practices that enhanced one's motivation, and the remainder of the four practices were

considered to be activities that enhanced one's opportunities.

According to the findings of a number of research (such as Tims et al., 2011; Zhu et al.,

2009), different types of leadership styles, most notably transformational leadership,
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have beneficial effects on the level of engagement that employees have in their jobs. As
noted by Bakker and Demerouti (2017), this is something that will most likely take place
as a result of the fact that transformational leaders provide abundant job resources for
their staff. According to their research, job resources such as social support, autonomy,
feedback, and possibilities for advancement may assist employees in overcoming the
challenges they face on a daily basis, which in turn contributes to improved
attitudes toward work and higher levels of job performance. The job demand-resource
(JD-R) framework (Demerouti et al., 2001) explains that job resources, such as social
support from the organization and managers, activate a motivational process and
connect it to organizational outcomes via work engagement. This research, which is
based on the JD-R theory, looks at work engagement as the mechanism connecting the

job resource (in this instance, MC and LMX) with IWB.

A study by Agarwal (2014), explained that exchange-based constructs are frequently
used by management researchers to explain organizationally desirable work attitudes
and behaviors. In particular, interactions between an employee and the organization that
employs him or her as well as interactions between the employee and his or her manager
(immediate leader). The relationship between organization and employee is referred to
as perceived organizational support and the relationship between employee and
organization is the term leader-member exchange (LMX; Graen et al., 1987). Leader-
member exchange has been identified as a major antecedent regarding innovative work
performance (Agarwal, 2014). Research has also discovered that innovative work
behavior and perceived organizational support or POS, have a positive link (Yuan &
Woodman, 2010). Literature is still unsure if these factors work independently or
together to impact IWB (Cole et al.,, 2002). Apart from the uncertainty previously
mentioned, the majority of the research investigating the effect of POS and LMX on IWB
utilizes either a direct or main effect point of view. The intermediate psychological
processes that could clarify how and why distinct individual and contextual antecedents
impact innovative behavior are still unresolved and undeveloped (Yuan & Woodman,

2010).
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1.1 Goals of this research and research questions

The objective of this research is to determine if work engagement is a necessary condition
for innovative work behavior. The research was carried out using quantitative and qualitative
methods. Previously collected data was utilized in the empirical part of the study. Data was
collected as part of the HERMES research project during the years 2015-2016 in the form of
a research survey. Also, this study seeks to support the study of Pajuoja (2022), which
proposed a connection between innovative work behavior and managerial coaching. In
addition to innovative work behavior, the HERMES research survey mapped the level of

individual know-how and performance and work well-being (Viitala et al., 2016).

The focus of this research is to look deeper into the connection between innovative work
behavior and work engagement. The JD-R model provides some context into the factors,
like LMX and MC, that influence work engagement. As a potential moderator for
innovative work behavior, scholars have frequently examined work engagement (See e.g.,
(Agarwal, 2014; Koroglu & Ozmen, 2022). Necessary condition analysis brings new
insights to a previously recognized important aspect of the connection between
innovative work behavior and psychological states. The main research question is: Is
work engagement necessary but not sufficient state for innovative work behavior? In the
case of work engagement being a necessary but not sufficient variable for innovative
work behavior, the analysis as well brings new insight into what the necessary level of

work engagement is to achieve success.

The relationship between innovative work behavior and work engagement will be
studied mainly using necessary condition analysis. Some more traditional statistical
methods are also used to check data validity. The results are then analyzed based on
previous research. The relationship between innovative work behavior and work
engagement has been studied previously by traditional statistical methods such as
regression analysis. Previous studies have not yet made use of the recently developed

analyzing tool, necessary condition analysis, which views a relationship between two
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variables, work engagement and innovative work behavior in this case, in a new light.
This will give new insights into the importance of work engagement to innovative

behavior in small and medium-sized companies.

1.2 Structure of the thesis

This research is shared into 7 main chapters. The introduction describes the structure of the
study and introduces the research questions. The second and third chapter together form
the theoretical framework for this study. Chapter two digs deeper into the concept of
innovativeness at work, the innovation process, and factors affecting innovativeness. The

third chapter takes a detailed view of managing innovations and related previous studies.

The empirical part of the study starts from chapter four, which describes the chosen
methodology, data collection, measurement scales, and necessary condition analysis used
to examine the relationship between innovative work behavior, managerial actions, and
work engagement. The fifth chapter introduces the results of the NCA analyses. The findings
and answers to research questions stated at the beginning of the thesis are introduced in
chapter five. The sixth chapter contains a discussion of the practical applicability, potential
implications, and proposals for future research, and chapter seven introduces an overall

conclusion of the findings.
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2 Employee innovation

To keep up with the fast-developing and rapidly changing markets, the aptitude to
continuously produce innovative products, services, and work processes has become a
high priority for organizations. Hence, it has gained high attention from scholars and
managers (King & Anderson, 2002). The focal point of this study is individual-level
innovation in organizations. To enable continuous innovation and improvement in
organizations, each individual action is vital. This concept appears in academic papers
(see e.g., Van de Ven, 1986; Janssen, 2000) and is also highlighted in practice, for
example in total quality management (Osayawe Ehigie & Clement Akpan, 2004) and

corporate entrepreneurship (Rich, 1999).

The challenge of management to benefit from innovations has gained the interest of
researchers and practitioners for a long time (Arrow, 1962; Cohen et al., 2000;
Holgersson et al., 2018; Teece, 1986). More than seventy percent of managers who
responded to a poll conducted worldwide by McKinsey stated that they believe
innovation would be one of the biggest growth drivers over the course of the next five
years (Soken & Barnes, 2014). Today's strong competition between companies,
technological development, and global market trends have indeed forced companies to

innovate (Saray et al., 2017).

It has been recognized that innovativeness is a general trend and that success may be
attained by providing more attention to innovative resources and less attention to specific
innovation initiatives (Siguaw et al., 2006). Researchers are in agreement that innovativeness
within organizations is a critical component in achieving both a competitive advantage and
strategic renewal (Zhang & Bartol, 2010). Regarding this, the role of employees is seen as
important, as they are responsible for idea generation, idea forming, and response (Scott &
Bruce, 1994). This behavior is also known as innovative behavior at work. The concept is
established in the scientific literature and is often referred to by the abbreviation IWB

(Innovative Work Behavior).
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From organizational point of view, it has also been shown that the innovativeness of
employees guarantees the efficiency of processes (Janssen, 2001) and positively affects
the organization's performance (Janssen, 2001; Tewari, 2011). Innovativeness in the
workplace has thus been characterized as a competitive advantage that enables
organizational success in a changing business environment (Yuan & Woodman, 2010). In
order for organizations to become innovative, they need to create and maintain
workplaces that encourage people to think differently and behave innovatively on the

job (Alpkan et al., 2010; Dobni, 2010).

Innovativeness has been seen as performing actions that deviate from the routines of
the individual, team, or organization and a willingness to step up to a challenge (Yuan et
al., 2010). However, studies on whether an employee's innovativeness affects the
performance of normal work have shown that an individual's innovativeness does not
reduce the quality or efficiency of normal work. Employees can balance between being
innovative and performing daily work tasks (Miron et al., 2004). However, there is also
scientific evidence that many employees experience innovation as a risky activity that

requires extra effort (Lee, 2008; Vinarski-Peretz & Carmeli, 2011).

Innovative activity in the workplace has received special attention in the scientific
literature because it focuses on innovative improvements within a work group or
organization (Tewari, 2011). Job characteristics and organizational practices have both
been considered separately by researchers as two distinct perspectives on innovative
work behavior (Dorenbosch et al., 2005). The job planning perspective looks at
innovative work behavior to be the result of interfering with work planning, while from
the perspective of organizational practices, innovative work behavior is a practice that
promotes opportunities and motivation to behave innovatively. In this study, the
viewpoint related to job planning has been chosen, and in it, the effects of the manager's

actions on innovation are analyzed. (Bysted, 2013)
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The present research defines innovative work behavior as any employee acts related
to the different innovation process phases that directly or indirectly enhance workplace
innovation. However, creativity emphasizes "idea generation” and "new" invention
(Anderson et al., 2004, pp. 148—-149; De Spiegelaere et al., 2015). In addition, this study
focuses on new analyzing methods and produces new insight into previously studied

factors.

2.1 Definition of innovativeness

The research defines innovativeness that manifests in the workplace in different ways,
varying from one unified concept to more detailed definitions. However, perhaps the
best known and most referred to in the literature is West and Farr's (1990) definition of
innovativeness. According to West and Farr (1990), innovativeness is the conscious
introduction and application of processes, or new ideas, activities, or products, in a work
role, workgroup, or organization. The innovations are new to the relevant working group,
and they are designed to produce a significant benefit for an individual, group,
organization, or wider society. Several other researchers have also relied on this
definition (e.g. Hammond et al., 2011; Janssen, 2000) and therefore it is also seen as

essential for this study.

Innovation, according to Baumol (2004), is the recognition of opportunities for profitable
change and the pursuance of those opportunities until their implementation in practice.
Baumol (2004) also claims that most of the economic growth we have witnessed after
the 18th century is, in the end, related to innovation. Literature uncovers four target
areas where innovations can help organizations increase competitiveness. These target
areas, sometimes referred to as the 4Ps, are Process innovation, Product innovation,
market Positioning, and redefining the Paradigm of the company (Francis & Bessant,

2005).

Innovation means a new way of doing things, a positive change to make something
better (Janssen, 2000). Soken and Barnes (2014) defined innovation as optimizing the

deep-hiding benefits of ideas. This definition includes two concepts of innovation;
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innovation is adding value, and it demands that individuals and organizations accept or
welcome new ideas. This view is also shared by the definition of West and Farr (1990),
which sees innovation as a meaningful purpose to achieve positive results in the form of
a new idea or product. Innovation refers to the improved unique results compared to
existing results in an organization. On the other hand, the usefulness of ideas refers to

the potential extent of value from an organization’s point of view (Shalley et al., 2004).

Developing new and useful ideas requires a creative mindset. In a number of
investigations, creativity, and inventiveness have frequently been examined together
(Anderson et al., 2004). The views on the relationship between creativity and
innovativeness vary depending on the research. Both innovativeness and creativity, have
been studied as separate or compensatory phenomena. Tewari (2011) presents in her
research that innovativeness means naturally embedded creative resources found in an
individual and an organization. According to Wang and Ahmed (2004), innovativeness is
the creative and efficient utilization of existing resources. In addition, researchers have
presented the relationship between creativity and innovation that it is the employees'
need for creativity that allows them to be innovative (Dobni, 2010; Hennessey & Amabile,

2010).

Innovativeness is more than just creativity,. When comparing innovativeness and
creativity, innovativeness is more intended to provide an advantage, its components are
easier to apply and it is expected to bring some innovative end result (de Jong & den
Hartog, 2010). Definitions of innovativeness emphasize innovativeness as a process that
starts from idea generation and continues as commissioning and applicability. Creativity
is often seen only as thinking and developing ideas and is missing the idea execution and

application which are strongly embedded in innovativeness (Amabile, 1988).

Some studies draw the line between innovation and creativity by assuming that
creativity is a factor influencing the innovation process (West, 2002). Creativity is

important especially in the early steps of the innovation process when problems or
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deficiencies in performance are detected and solutions are sought in the form of new
ideas and functions (West, 2002). Innovation, on the other hand, is the successful
implementation of these creative ideas in the organization (Amabile et al., 1996). This
latter dimension has only later started to be examined in a scientific light, and through
that, the current view of innovation as a more holistic process and behavioral model has

developed (de Jong & den Hartog, 2010).

Amabile (1988) distinguishes between innovation and creativity. Creativity is the generation
of excitingly new and high-value ideas by an individual or small group, while innovation is
the organizational concept that guarantees the efficient implementation of creative ideas.
These aforementioned concepts are related but undoubtedly distinct. The innovation
process, according to West and Farr's (1990) research, consists of exploring and generating
ideas (i.e., creativity) and applying those ideas. That approach views creativity as the first
phase in the innovation process. Based on what they discovered, creativity is not just the
first stage of the innovation process but also an independent concept on its own (Anderson
et al.,, 2014). This assertion sparks a vivid discussion regarding the characteristics of
innovation and creativity. According to Hughes et al., (2018), these two concepts are
frequently confused with one another, and even some of the most highly regarded academic
journals have released articles containing references to innovation yet cite sources from the

literature on creativity.

2.2 Innovation process

Schumpeter and Opie (1934) were among the first ones to identify the innovation
process and its effect on economic growth. They represent innovation as creating and
applying new combinations connected with new products, work processes, or markets
(Tewari, 2011). Since then, the role of innovation has been redefined several times. Even
though different definitions might uncover important aspects of innovation, a core
element that all researchers highlight is newness. This aforesaid aspect is still relevant

and supports the definitions of today’s research which define innovation as actions that
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enable the employee to develop or adopt new ideas and pushes to apply or execute

them (See e.g., Janssen, 2000; King & Anderson, 2002).

Innovation has been present for a long period and it comes in different variations.
Scholars like Bessant and Tidd (2015), Hamel et al. (2006), and Mulgan and Albury (2003)
argue that it is important for organizations to innovate. This has led scholars to study
how innovation can truly be managed. According to Hansen and Birkinshaw (2007),
innovation management is an active and conscious organization, control, and execution
of activities that result in innovation. Other scholars use the innovation journey rather
than the innovation process to highlight the uncertain character of the innovation

process (Van de Ven et al., 2008).

The activities and interactions needed to produce and execute innovation are referred
to as the innovation process. When examining innovation on an individual level, the term
"innovative work behavior" is commonly used as an accepted description of the
phenomenon (Anderson et al., 2014). In the simplest innovation process model, there
are only two stages: initiation and implementation. One of the most well-known models
of the innovation process is the Zaltman et al. (1973) model. The model presents the
innovation process as having two main stages: initiation and implementation,
corresponding to actions and decisions before and after the point of the adoption of the
innovation. Both stages are separated into substages. The initiation stage comprises
three substages: knowledge awareness, the formation of attitudes, and decision. This
stage leads to new innovative suggestions such as products, services, or a way of working.
The implementation stage comprises two substages: initial and continued—sustained
implementation. This second stage is aimed to develop and initiate innovations to
harness their potential. The boundary between these two stages can be seen as a point
where innovation is approved for the first time and the decision of implementation is

made (King, 1992; King & Anderson, 2002).
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The innovation process has also been seen to build up from the emerging problems in
the way of working or unfulfilled needs (de Jong & Den Hartog, 2007), answering to
aforesaid problems, knowledge sharing, and finally dealing with problems in a new way
(see e.g., Woodman et al., 1993). In a model of Scott and Bruce (1994), employee
innovativeness forms three phases that are idea generating, coalition building and
sponsorship for the idea, and idea implementation. This model has received support
from other scholars (see e.g., Janssen, 2000, 2004; Yidong & Xinxin, 2013). The
employee’s behavior is focused on the initiation, implementation, and application of
new and practical, organizationally beneficial ideas, processes, products, or activities

(Janssen, 2000).

Scholars like Kanter (1988) and King and Anderson (2002) argued that the condition for
innovations would be more easily understood by assuming the discovery of ideas and
theirimplementation as separate stages because real-world innovation processes go two
ways with overlapping stages. Scott and Bruce (1994, p. 582) similarly described this:
“individuals can be expected to be involved in any combination of these behaviours at

any time”.
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Table 1: Previous research proposed dimensions of IWB (Pajuoja, 2022)
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Table 1 shows different dimensions of innovative work behavior. According to the review
by Hughes et al. (2018), some differences can be seen among the concepts, but also
some similarities. The model by Scott and Bruce (1994) has received support from other
researchers and is hence a reliable frame for this study. Scott and Bruce (1994) were
among the first scholars to mention the concept of innovative work behavior. They
developed and tested a model of innovative behavior at the individual level. Idea
generation, ldea promotion, and Idea realization are discussed further in their
subsections.

2.2.1 Idea generation

According to Van de Ven (1986, p.582), the bedrock of innovation is ideas. It is people
that generate, perform, respond to, and transform ideas. Ideas can be called innovative
when development effort has been added. The innovation process starts with idea
generation, in other words producing a useful idea in any field of operation (Scott &

Bruce, 1994). Drucker (2011) claims that problems, conflicts, interruptions, and growing
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trends related to work are often triggers to idea generation. Lukes and Stephan’s (2016)
study claims that the detection of a problem by accident is often related to the beginning
of the innovation process. The trigger can also be a systematic idea search from the work
environment which allows for example improvements in working conditions, or noticing

a threat that needs an immediate reaction.

Idea generation may relate to new products, services, or process improvement, shifting
to new markets, improvement of way of working, or general level problem solving
(Amabile, 1988; Kanter, 1988). Research aiming for process, service, or product
improvement is also considered as idea searching (See e.g., Kanter, 1988).

2.2.2 Coalition building and sponsorship for the idea

The next phase in the innovation process is idea promotion. This means that after
generating the idea, an individual must engage in social activities to find a support group
or coalition that offers enough strength behind the idea (Galbraith, 1982; Kanter, 1988).
The social nature of the innovation process is highlighted at this stage. Individuals must
convince others about the value of an idea or they need help at the implementation
stage. Interaction hence plays a very important role related to idea improvement (Lukes

& Stephan, 2017; Tewari, 2011).

Ideas might need improving because they rarely meet the work group or organization’s
present way of working. Even though the idea fills a clear hole in performance, there is
no guarantee about the benefits and how wide they reach or will the improved
performance cover the required costs of development and implementation. Change
resistance is very likely to occur in these kinds of circumstances (Kanter, 1988). Finding
support and building a coalition defends the idea but it takes persistence, involving the
right people as well as demonstrating enthusiasm and the trustworthiness of innovation

(Howell et al., 2005).
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2.2.3 Ideaimplementation

The final phase of the innovation process continues to implement the idea by making a
prototype or a model. The idea can then be experienced and applied to individual, team
or group, and organizational level. Simple innovations are implemented by the individual,
but more complex innovations require teamwork that enables the use of mixed skill set
qualifications and roles that belongs to this purpose, competence, and persons with the
right level of authority (Kanter, 1988). The implementation of the idea requires
considerable effort and a result-oriented attitude. It also involves establishing innovation

as part of work processes (Kleysen & Street, 2001).

Ideas don't always progress to implementation. According to research by Krause (2004),
the transition from creating an idea to the implementation phase may bring to light the
contradiction that is hidden in the innovation process. Since every individual tries to
protect their dominant position, creating and testing ideas does not sufficiently
guarantee their implementation. Many of the ideas created and tested hence dry up.
Therefore, the development and testing of ideas are thought to have a positive, if only

moderately strong, connection with implementation (Krause 2004).
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3 Factors affecting innovative behavior

Factors affecting innovativeness can be roughly divided into three categories: individual
factors, work-related factors, and context-dependent factors (Hammond et al., 2011).
Trust regarding innovation, work autonomy, and motivation have been considered as
individual factors influencing innovativeness (Bysted, 2013). Individual creativity has also
been considered one of the most important factors influencing innovativeness (Amabile,
1988). Factors that affect the organization are, for example, the resources needed for

work and innovation management (Bysted, 2013).

Individual factors Job factors Contextual factors

Personality
- Bigfive

Ideation phase Idea/solution evaluation & choice(s)
Operational introduction & application of chosen
Problem/opportunity identification & Specification alternatives
Idea solution and generation Iterative modifications

Figure 1: Prevailing theory of the causes of individual innovation. (Adapted from
Hammond et al., 2011)

3.1 Individual factors

A lot of research has been accomplished to investigate managerial actions through
natural motivation and creativity. Yidong and Xinxin (2013) approach innovation
management from the perspective of ethical leadership. They studied the influence of
leadership on innovativeness through intrinsic motivation. Their research discovered a
connection between ethical leadership, individual and group-level experiences, and the
employee's innovative behavior. The results also showed that intrinsic motivation acted

as a mediator in these relationships, as expected. The actions of an ethical leader are
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seen as a reflection of his or her values, views, and moral beliefs (Yidong & Xinxin, 2013).
Such leaders with high self-awareness can influence subordinates' thinking, motivation,

and usage choices (Zhou et al., 2014).

Authentic leadership has also been studied in the context of innovation, with positive
results (Cerne et al., 2013). Authentic leaders have been characterized as self-aware and
loyal to themselves and they have been perceived as sticking to their values and beliefs
(Cerne et al., 2013). Authentic leadership is also seen as the enabler of a secure and
devoted relationship between leader and subordinate leaving the subordinate to feel
that the leader supports and appreciates his or her abilities (Zhou et al., 2014). When
this kind of leadership is present in an organization, employees tend to be less hesitant
to share new ideas that differ from the norm and more dedicated to contacting their
managers and coworkers to implement these ideas (Janssen, 2004; Yidong & Xinxin,

2013; Zhou et al., 2014).

Zhang and Bartol (2010) studied the effect of empowering leadership on employee
creativity. It was found that leadership, through psychological empowerment, first
affects the employee's inherent motivation and participation in the creative process,
which in turn had a positive effect on creativity. Empowering leadership was seen as the
implementation of measures that enable the sharing of power with the employee by
determining the meaningfulness of work, giving greater independence in decision-
making, expressing confidence in the employee's abilities, and eliminating the

roadblocks prohibiting good performance (Zhang & Bartol, 2010).

When it comes to innovation, the effects of transformational leadership are undoubtedly
the ones that have been researched the most (e.g., this may be related to the view that
transformational leaders themselves aim for innovation by finding new ways of doing
work, challenging the current situation and not accepting traditional norms) (Conger &
Kanungo, 1987). A transformational leader who aligns their own and the organization’s

values with their subordinates is also able to increase the intrinsic motivation of his
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subordinates (Gardner & Avolio, 1998). This kind of leadership inspires subordinates to
try new approaches. In their study, Shunlong et al. (2012) discussed the connections
between transformational leadership, LMX relationship, and innovativeness. The results
showed that transformational leadership was positively related to employee

innovativeness through the leader's vision and charisma (Shunlong & Weiming, 2012).

Lee (2008) has studied innovativeness, especially in companies focusing on R&D, where
innovativeness has been seen to be of great importance, especially in terms of research
and development work. In her research, she combined the view of multidimensional
leadership and LMX theory and examined them in terms of the employee's
innovativeness. Leadership is described in this study through transformational and
transactional leadership. The results revealed that transformational leadership had a
positive connection with dimensions of LMX relations and innovativeness. These leaders
can improve the innovativeness of their subordinates, particularly through motivation

and intellectual stimulation (Keller, 1992; Lee, 2008; Mumford et al., 2002).

3.2 Work-related factors

According to Yidong et al. (2013), a leader can also influence innovation by interfering
with work arrangements and plans. For example, ethical leadership, which is
characterized by people orientation, refining of neutral job characteristics through job
meaningfulness and autonomy, and two-way communication reflected by trust,
openness, and sincerity, have been found to have a positive effect on innovation. Ethical
management style is also reflected by clear performance indicators and the
corresponding rewards or penalties, which help to strengthen ethical rules in the

organization.

Work autonomy has also been perceived to significantly promote innovation (e.g.,
Bysted, 2013). It has been seen to offer employees the necessary freedom and authority
for innovativeness to emerge (Alpkan et al., 2010; Ramamoorthy et al., 2005). In her
research, Krause (2004) has taken a closer look at the effects of managerial actions

related to individual innovativeness. Identification, professionalism, granting freedom
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and autonomy, support for innovation, and openness of the decision-making process
were seen as such activities. Research indicated that granting freedom and autonomy
and using professional skills had the most positive effect on innovativeness (Krause,

2004).

3.3 Contextual factors

Factors affecting innovation that depend on the context, are the experiences of the
workplace atmosphere and the manager’s support for innovation. In their research,
Soken and Barnes (2014) suggested how a manager can build and maintain an innovative
culture through his or her actions. A concisely expressed objective, an ability to embrace
and exploit failure, and the facilitation of the ideation process are activities that foster
an innovative culture. Leading by example, taking risks, measuring innovativeness and
rewarding it, and breaking boundaries were also seen as factors that increase
innovativeness. Conversely, innovativeness was made more unlikely and less successful
by the manager's actions, which caused fear, lack of concentration, lack of resources,
and the inability to discuss the organization's innovation strategy. An organization where
creative or innovative culture does not exist or has been lost is usually characterized by

fear and punishment, a lack of control, and a lack of flexibility and openness.

Janssen (2005) studied the joint effect of the employee's perceived influence and the
manager’s support on the employee's innovativeness. The results showed that the
manager’s support acted as a mediator between perceived influence and employee
innovativeness. The results supported the hypothesis that when the employee feels that
the manager supports innovative activities, employees are encouraged to use their
influence to implement innovation in the workplace. In contrast, when the supervisor's

support was not perceived, the employees' innovative activities were hindered.

There have been conflicting results about the effects of managerial support on
innovation. The support given by the manager was measured in a study by finding out
the extent to which the manager encourages the employee to participate, keeps the

employees aware of issues, and rewards good performance. Based on the results, the
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support received from the manager did not affect the employee's creativity or
innovation. However, it was significant as an explanation of personal initiative (Ohly et

al., 2006).

In their study, Odoardi et al. (2014) presented and tested a theoretical model that
connected individual perceptions of inclusive leadership and leadership practices to
individual innovativeness. Perceptions of the team's support for innovation and
psychological empowerment act as mediating factors in the model. 394 employees from
five different Italian companies were interviewed and the results showed that
participative leadership, teamwork, and knowledge sharing had a positive connection
with perceptions of team support for innovation. This connection, in turn, was seen to
promote psychological empowerment, which had a positive connection with innovative

performance.

Scott and Bruce (1994) saw that an individual's innovativeness is the result of four
interacting parts. They tested a model in which leadership, work group, and individual
characteristics influenced innovation, either directly or indirectly through a supportive
environment for innovation. They interviewed engineers, researchers, and technicians
who worked in an R&D company. In their research, leadership was reflected by the
interaction between the manager and the subordinate, as well as the manager’s
expectations of the subordinate's innovativeness. The research revealed a connection to
innovativeness through leadership, support for innovativeness, manager's expectations,

subordinate's career level, and systematic problem-solving ability.

Studies that examine the relationship between innovativeness and leadership have
emerged with the theory of ambidexterity (Rosing et al., 2011; Zacher & Wilden, 2014).
According to this theory, managers must demonstrate their skill in combining the two
types of behavior to enhance the innovativeness of their subordinates. Exploration
includes activities that stimulate the employee's inquisitiveness, such as encouraging

alternative ways of working and independent thinking. Whereas exploitative behavior
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includes activities that facilitate the utilization of ideas, such as creating routines and

monitoring achievements (Rosing et al., 2011).

According to Zacher and Wilden (2014), the core assumption of the ambidexterity
theory is that the mutual influence of a leader's opening and closing behavior predicts
an employee's innovative performance. Innovative performance is at its highest when
both, the opening and closing behavior, of a leader is great. Managers who present more
exploitative behavior are more likely to facilitate the process of an employee turning
their creative ideas into innovative products or services. Ideas, on the other hand, are
seen to arise initially from the manager’s explorative behavior. Another assumption
related to the theory is that employee innovative performance should be worse when
managers only engage in one of the two activities i.e., high explorative or high
exploitative activities. A combination of high explorative and low exploitative activity
should not lead to highly innovative activity, because managers then do not encourage
employees to implement their creative ideas. Also, low explorative and high exploitative
activity should not improve innovative behavior, because employees who are not
motivated by their managers from the beginning will presumably not benefit from

exploitative activities.

Zacher and Wilden (2014) investigated the relationship between ambidextrous
leadership and innovation with a diary study. The results revealed that ambidextrous
leadership predicts employees' daily self-reported innovativeness. Innovativeness was
at its highest when both the manager's explorative and exploitative behavior were high.
The research also revealed that the explorative behavior had a positive effect on
innovativeness even independently without the exploitative behavior. All over the world,
managers believe that proactive management is a significant factor in the success or

failure of fostering an innovative, open organizational culture (Soken & Barnes, 2014).

Ethical leadership, authentic leadership, and transformational leadership have been

found in studies to have a direct connection to innovativeness. Such leaders have been
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characterized as self-aware and loyal to themselves. They stick to their values and beliefs,
which are also reflected in their actions as a manager (Yidong & Xinxin, 2013; Zhou et al.,
2014). In addition, participative leadership, whose most important feature can be
considered the involvement and empowerment of employees, has been found to have
a positive effect on the employee's intrinsic motivation, and thereby on creativity and

innovation (Odoardi et al., 2015; Zhang & Bartol, 2010).

The support provided by the manager (Janssen, 2005) and the interaction between
manager and subordinate (Graen & Scandura, 1987) has also been seen to have a
significant effect on innovative activities. When employees feel that their manager
supports innovative activities, they themselves are encouraged to use their influence to
implement innovation in the workplace (Janssen, 2005). An interaction relationship
characterized by trust, mutual liking, and appreciation also plays an important role. In
such a relationship, subordinates are allowed more independence and decision-making
freedom, which guides employees to more innovative activities (Janssen, 2004; Yidong

& Xinxin, 2013; Zhou et al., 2014).

Granting freedom and autonomy and the use of professional skills can be mentioned as
special features of managerial work that support innovation (Krause, 2004). In addition,
multidimensional leadership holds the view that managers should take opposing but
complementary actions to facilitate employee innovation. Such activities include
activities that stimulate the employee's inquisitiveness, such as encouraging new ways
of working and independent thinking, and activities that facilitate the utilization of ideas,

such as creating routines and tracking achievements (Rosing et al., 2011).

3.4 Overview of managerial actions supporting innovativeness

Different management styles have been seen to have a positive effect on employee
innovation. In this current study, managerial activities are examined based on the theory
of managerial coaching. The focus is on the manager’s guidance, encouragement, and

support for the performance, competence development, self-management, and
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participation of both individuals and groups (Ellinger et al., 2008). A great deal of
similarity can be observed in these traits with the characteristics associated with the

leadership styles presented above.

3.5 Research model and hypothesis

JD-R model which was introduced by Demerouti et al. (2001) can be used to explain WE
as well as IWB. This research uses this theoretical frame with a strong emphasis on job
resources, especially managerial actions. The purpose is to find the necessary conditions
for WE and IWB. This is done by investigating the relationship between managerial

coaching, leader-member exchange, work engagement, and innovative work behavior.

H1

Managerial Coaching

Leader-Member H2 Innovative Work
Exchange Behavior

H3a H3b

H3

Work Engagement

Figure 2: Research model

It is anticipated that every link would be confirmed. It has been suggested that managers
who engage in management coaching behaviors, such as facilitating, fostering, and
encouraging the work of their employees, trigger innovative work behavior by improving

the rate of work engagement.
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3.6 Innovative Work Behavior

Innovative work behavior, or IWB, can be defined as an individual’s behavior that aims
to gain the initiation and intentional presentation (within a work role, team, or
organization) of new and valuable ideas, processes, products, or practices (Farr & Ford,
1990). According to Amabile (1988), employee creativity and innovative work behavior
differ from each other. IWB also comprises the implementation of ideas. In contrast to
creativity, IWB is specifically meant to deliver some form of gain. It has a clearer applied
component and is predicted to be an outcome of innovative input. When challenges or
performance gaps are identified and ideas are developed in response to a sense of need
for innovation, creativity may be considered as an essential component of IWB. This is

particularly true at the beginning of the innovation process (West, 2002).

The majority of behavioral research on individual innovation has explored creativity but
fairly little is known about when and in what way creative ideas are put into practice (de
Jong & den Hartog, 2007, p. 42). According to Basadur, (2004), the terms innovation and
creativity often get mixed even among scholars. As a result, it is difficult to distinguish
between creative behavior and employee creativity. For instance, some scholars like e.g.,
de Jong and den Hartog (2007) have put forth models of creativity that focus on how
creative ideas are put into practice. Nonetheless, Huhtala and Parzefall (2007) claim that
the main distinction between the two notions is that while innovation may not always

result from creativity, it does require it.

de Jong and Den Hartog (2010) state that although both practitioners and scientists have
stressed the value of innovative work behavior among specific employees, the
measuring of it is still in the early stages of development. It is not unexpected that the
measuring of innovative work behavior still requires improvement given the ambiguity
of its description. In their publication, "Measuring Innovative Work Behaviour," de Jong
and den Hartog (2010), created a list of current measures after analyzing previous
research that attempted to establish a scale that would encompass a variety of features

of innovative work behavior.
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A lot of the theoretical work on IWB makes distinctions between different dimensions,
many of which are connected to various stages of the innovation process. For instance,
IWB is investigated as a multi-stage procedure by Scott and Bruce (1994). They propose
three IWB-related stages—idea generation, coalition building, and implementation—
drawing on Kanter (1988). In their study, de Jong & den Hartog (2010) suggested that
this approach is supposed to cover behaviors that are both exploratory and idea-
generating and conclude that idea creation is fairly broad. However, creativity research
suggests that these two behaviors depend on different cognitive capacities (e.g., Basadur,
2004; Runco & Chand, 1995). A multidimensional measure of innovative work behavior
introduced by de Jong and den Hartog (2010), has four possible dimensions connected
with the various phases involved in the innovation process. These steps were idea
creation, idea investigation, idea championing, and idea execution. This action was taken

to deal with the shortcomings of the preceding measures.

A strong connection between these four dimensions was discovered, but there was no
support for their distinctness, proposing that IWB is one-dimensional (de Jong and den
Hartog, 2010). Nonetheless, assessments of the possible connections between
innovative work behavior and participative leadership, external contacts, and inventive
resu