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Abstract

Although studies have addressed the factors that affect innovation, the findings have often
been unclear and inconclusive. This is because there is no consistent definition of the concept
of innovation in the existing literature. In addition, leadership behaviors that promote
innovation in the public sector differ considerably from one nation to another. Thus, this
study presents a consolidated in-depth literature review and analysis of the innovation and
leadership literature that is specific to public sector organizations across nations. The analysis
informs the development of a workplace innovation conceptual model specific to the public
sector. The findings increase our understanding of how to effectively define innovation and to
recognize the way in which leadership behaviors enhance public sector cultures of
innovation.
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Although innovation research has increased over several decades in the United States and
Europe, few studies were developed in the Asia Pacific region, particularly in Australia. Like
all critical concepts, innovation has and will have different interpretations, and paradigms.
This leads to different definitions and measurement tools within and across nations. Factors
that stimulate or hinder innovation in the public sector across nations require careful attention
for a variety of reasons. It is apparent that practitioners and scholars are not on the same page
regarding public sector innovation research. That is expected because it is still an emergent
field and lessons are drawn from a plethora of perspectives (Potts &Kastelle, 2010;
Stewart-Weeks & Kastelle, 2015).

Innovation in the public sector has long been criticized for its failure to fulfil expectations of
higher efficiency and better service. Bartos (2003) argued that innovation weighs high risks
for both ministers and bureaucrats because if novel perspectives in policies or administration
are adopted and fail, they will draw criticism. Bartos envisaged that reasons behind the
adoption of new directions are due to the following: rational ideas with credibility, political
support for specific trends, bureaucratic capacity and little resistance to change, strong
commitment for innovation at both the political and bureaucratic levels, and strong need for
change that cannot be neglected due to either political imperatives or national benefits.
Similarly, Lekhi (2007) acknowledged reasons to innovate in the public sector, due to: (a)
pressures over public institutions for the quality for their service, and their levels of
efficiency; (b) governments’ tendency to build a public image that enhances international
appeal and attract private investments; and (c) governments must demand votes, and/or have
the potential to fulfill policy commitments or show their efforts in the public sector as a result
of an election or perceived shifts in public perceptions. Nonetheless, innovative
organizations are the output of the following three prerequisites: (1) management capability
of handling innovation, and employee involvement programs; (2) organizational culture that
allows interpretations as a response to disturbances and changes occurred; and (3) collective,
organized, and prioritized workplace (Jensen, 2010).

The objective of this paper is to critically review academic publications in innovation and
leadership in public sector organizations in leading nations around the globe. The paper is
conducted to gain a better understanding of how to effectively define innovation and to
identify leadership behaviors that promote a culture of innovation in public sector
organizations. In this international literature review, the authors limited their search strategy
to present journal articles published between 2000 and 2017. The selected journals publish
either empirical research or literature reviews regarding innovation and leadership in public
sector organizations.

1. Innovation in the Public Sector in Leading Countries

Nowadays, public sector organizations around the globe consider the development of new
ideas and innovation paramount and inevitable, due to the intense global competition and the
rapid technological development. Luke, Verreynne, and Kearins (2010) conducted three cases
in New Zealand and revealed that drivers and facilitators of innovative and entrepreneurial
activity in the public sector are associated with risk acceptance, pro-activeness, and growth.
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However, other external elements were related to performance such as operational excellence
and cost efficiency.

Other internal elements include a more flexible environment, investment in people, an
emphasis on branding, and knowledge transfer among individuals in organizations. Wu, Ma,
and Yang (2013) described and analyzed the state of the art in public sector innovation in
China, with an emphasis on its types and distribution. Their findings showed the major types
of innovation in public sector organizations in China to be management, service, and
collaborative innovation; though, technological and governance innovation are thriving.
Dumay, Rooney, and Marini (2013) examined cross-sectional empirical data collected from
semi-structured interviews with 27 Australian executives in leading Australian enterprises and
the public sector. Their findings illustrated how senior managers are liable for allowing and
resourcing innovation and need to develop competencies required to recognize the innovation
type enabled and match it to a relevant strategic approach.

Chesbrough, Vanhaverbeke, Bakici, and Lopez (2011) offered a charter for open innovation
policies in Europe, as presented: education and human capital development, financing open
innovation, adopt a balanced approach to intellectual property, enhanced cooperation and
competition, and increased open government. O’Byrne, Miller, Douse, Venkatesh, and
Kapucu (2014) conducted reviews through scholarly literatures and the findings indicated
many instances of social innovation across the Seoul Metropolitan Government (SMG) which
was presented in four sections and its constituents, as follows: motivation; culture;
collaboration; and sustainability. The authors suggested that there are several innovations
within the SMG that other metropolitan governments may consider when considering social
innovations as a governance tool. The authors also indicated that Seoul continue to
collaborate across sectors and most importantly, sustaining innovation will be done through
policies for sustainability and governance capacity to foster and support new ideas.

Bakke and Nielsen (2014) attempted to investigate how managers perceive and measure
innovation in the Norwegian public sector and concluded significant matters. These were: (a)
managers’ lack of understanding of innovation, which made it necessary to establish a
common definition or explanation of the concept for the public sector; (b) managers face a lot
of complexity, regarding issues such as novelty, degree of change necessary, and the
execution phase, when communicating what comprises innovation; (c¢) managerial roles and
responsibilities regarding innovation were comprehended differently across public sector
organizations; and (d) innovation capacity was found correlated with the ability to adapt to a
changing environment.

16 www.macrothink.org/jmr



Macrothink
A\\Institute ™

Journal of Management Research

ISSN 1941-899X
2018, Vol. 10, No. 3

Table 1. The Top 25 Global Innovators: Government in 2016

Organization Country/Region | Rank
CEA France 1
FraunhoferGesellschaft Germany 2
Japan Science & Technology Agency (JST) Japan 3
Department of Health and Human Services (HHS) US 4
Centre National de la RechercheScientifique (CNRS) France 5
Korea Institute of Science & Technology South Korea 6
National Institute of Advanced Industrial Science & Technology (AIST) Japan 7
United States Department of Energy (DOE) US 8
Agency for Science Technology & Research (ASTAR) Singapore 9
Institut National de la Sante et de la RechercheMedicale (Inserm) France 10
Helmbholtz Association Germany 11
US Department of Veteran Affairs US 12
RIKEN Japan 13
National Research Council Canada Canada 14
Max Planck Society Germany 15
Chinese Academy of Sciences China (Mainland) | 16
Le Reseau International des Instituts Pasteur (RIIP) France 17
National Institute of Materials Science (NIMS) Japan 18
US Navy US 19
Commonwealth Scientific & Industrial Research Organization (CSIRO) Australia 20
Consejo Superior de InvestigacionesCientificas (CSIC) Spain 21
Academia Sinica Taiwan 22
US Army us 23
National Aeronautics & Space Administration (NASA) US 24
Russian Academy of Sciences Russia 25

Source: Adopted from Thomson Reuters Derwent World Patents Index, In Cites and Web of

Science.

17

www.macrothink.org/jmr




Journal of Management Research
ISSN 1941-899X
2018, Vol. 10, No. 3

\\ Macrothink
AMinstitute™
Thirty-two percent of the top 25 organizations are from Europe, four of which are from
France, three from Germany and one from Spain. Asia has eight top 25 global government
innovators, four from Japan, and one each from China (mainland), Singapore, South Korea,
and Taiwan. There are seven from North America, all of which are from the US except one
from Canada, and one each from Australia and Russia. While the United States has 24
percent (or six) of the world’s most innovative government in the top 25, as shown in Table 1,
France is the leader in the top 10, with 30 percent (three) of the top ten slots. Japan and the
US each has 20 percent (two) such organizations in the top 10.

Table 2. Global Innovation Indices (GII) in 2014-2017

Country/ Score (0-100) Rank Income Region Efficiency Ratio
Economy 2014 | 2015 [ 2016 | 2017 | 2014 | 2015 | 2016 | 2017 | 2014 | 2015 | 2016 | 2017 | 2014 | 2015 | 2016 | 2017 | 2014 | 2015 | 2016 |2017
Australia 55.0155.22 (53.07 [51.83| 17 17 19 23 HI HI HI HI [SEAO|SEAO|SEAO(SEAO| 0.70 | 0.70 | 0.64 | 0.60
New 54.52 15592 |54.23 [52.87| 18 15 17 21 HI HI HI HI [SEAO|SEAO|SEAO|SEAO| 0.75 | 0.77 | 0.73 | 0.65
Zealand

Canada 56.13|55.73 |54.71 |53.65| 12 16 15 18 HI HI HI HI |NAC |NAC |[NAC |[NAC | 0.69 | 0.71 | 0.67 | 0.64
South 55.27156.26 |57.15 [57.70 | 16 14 11 11 HI HI HI HI [SEAO|SEAO|SEAO|SEAO| 0.78 | 0.80 | 0.80 [0.82
Korea

U.S.A. 60.09 [60.10 |61.40 |61.40 | 6 5 4 4 HI HI HI HI |NAC |NAC |NAC [NAC | 0.77 | 0.79 | 0.79 [0.78
UK 62.37162.42 (61.93 [60.89| 2 2 3 5 HI HI HI HI |EUR |EUR |EUR [EUR | 0.83 | 0.86 | 0.83 [0.78
Belgium 51.69 15091 [51.97 [49.85| 23 25 23 27 HI HI HI HI |EUR |EUR |EUR |EUR | 0.78 | 0.74 | 0.78 | 0.67
The 60.59161.58 [58.29 [63.36| 5 4 9 3 HI HI HI HI |EUR | EUR | EUR [EUR | 091 | 0.92 | 0.82 |0.93
Netherlands

Hong Kong [56.82 [57.23 |55.69 |53.88 | 10 11 14 16 HI HI HI HI |SEAO|SEAO|SEAO(SEAO| 0.66 | 0.69 | 0.61 [0.61
Switzerland [64.78 [68.30 [66.28 [67.69 | 1 1 1 1 HI HI HI HI |EUR |EUR |EUR |EUR | 0.95 | 1.01 | 0.94 |0.95
Denmark 57.52|57.70 | 58.45 [58.70 | 8 10 8 6 HI HI HI HI |EUR |EUR |EUR [EUR | 0.76 | 0.75 | 0.74 [ 0.71
Germany 56.0257.05|57.94|58.39| 13 12 10 9 HI HI HI HI |EUR |EUR |EUR |EUR | 0.86 | 0.87 | 0.87 | 0.84
China 46.57 |47.47 |50.57 |52.54 | 29 29 25 22 |UM | UM | UM | UM [SEAO[SEAO|SEAO|SEAO| 1.03 | 0.96 | 0.90 |0.94
Spain 49.27149.07 |149.19 |48.81 | 27 27 28 28 HI HI HI HI |EUR |EUR |EUR |EUR | 0.76 | 0.72 | 0.72 | 0.94
Norway 55.59153.80 [52.01 [53.14| 14 20 22 19 HI HI HI HI |EUR | EUR | EUR [ EUR | 0.78 | 0.73 | 0.68 |0.66
Sweden 62.29162.42 |63.57 [63.82| 3 3 2 2 HI HI HI HI |EUR |EUR |EUR |EUR | 0.85 | 0.86 | 0.86 |0.83

Note: World Bank Income Group Classification (July 2015): UM = upper-middle income;
and HI = high income. Regions are based on the United Nations Classification: EUR =
Europe; NAC = Northern America; and SEAO = South East Asia, and Oceania.

This table depicts the overall GII score, which is the simple average of the input and output
Sub-Index scores; the rank of selected countries in innovation; and the innovation efficiency
ratio, which is the ratio of the output sub-index score over the input sub-index score. It shows
how much innovation output a given country is getting for its inputs (Global Innovation
Index, 2016). The top 25 places in the Global Innovation Indices (GII) are reserved by a
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stable set of high income countries that constantly lead in innovation. However, in the year
2016, a middle-income country (China) for the first time is among the top 25 due to the
inclusion of new measures and indicators. Another major observation is that Switzerland
remains at number 1 for six consecutive years. Sweden, the UK, and Switzerland are
consistently ranked higher than the U.S.

2. Research on Leadership in Eastern and Western Nations

In order to illustrate the impact of leadership on innovation, researchers have considered
various approaches and paradigms to examine how leadership encourages innovation. Several
studies demonstrated that employees’ innovative behavior highly relies on their interaction
with others and on the environmental contextual factors in the organization (Axtell et. al.,
2000; West & Sacramento, 2012; Zhou & Shalley, 2003). Of all the contextual factors that
impact employees’ work environment, leadership has been recommended as one of the
critical factors for accomplishing individual and organizational effectiveness and innovation
(Engelen, Schmidt, Strenger, & Brettel, 2014; Mathisen, Einarsen & Mykletun, 2012;
McMahon & Ford, 2013; Mumford, Connelly & Gaddis, 2003; Wang, Rode, Shi, Luo, &
Chen, 2013; Yukl, 2008). Furthermore, the literature reveal that leadership studies are mainly
quantitative investigations of the impact of existing theories of leadership, such as
transformational leadership, leader-member exchange theory, empowering leadership, and
authentic leadership. However, transformational leadership was one of the theories that was
examined widely as an indicator/determinant of innovation and creativity (Cheung & Wong,
2011; Jaffer, 2013; Lee, 2008; Qu, Jansen & Shi, 2015; Sun, Zhang, Qi, & Chen, 2012; To,
Tse & Ashkanasy, 2015; Wang & Zhu, 2011). Numerous studies on organizational leadership
indicated that organizational leadership is a crucial element for positive organizational
outcomes to arise, and there is a direct association between leadership and organizational
performance at individual, team, and collective levels (Avolio, Walumbwa & Weber, 2009;
Bass, 2008; Clark, Murphy & Singer, 2014; Kaiser, Hogan & Craig, 2008; Lussier & Achua,
2013; McDermott, Kidney & Flood, 2011; Sarros 2009; Yukl, 2012). Leaders are significant
factor that leverage and shape the organization’s future through their tactics, decisions, and
influences on others (Bass 2008; Kaiser, Hogan & Craig, 2008). Hence, it can be said that
leadership may be perceived as a multidimensional, interpersonal, and relational interaction
between individuals in a particular setting. Somech’s (2006) survey of 1,292 members of 136
primary care teams and their corresponding managers found that a participative leadership
style is positively related to team reflection and, in turn, to team innovation. Another
leadership model that shares some similarities with participative leadership and has been
found relevant to creativity and innovation is empowering leadership. This emphasizes
providing employees with autonomy and freedom and reducing bureaucratic obstructions
(Ahearne, Mathieu & Rapp, 2005; Babakus, Yavas, Karatepe, &Avci, 2003; Forrester, 2000).

Research on ethical leadership has reported that there are significant benefits to an
organization that encompasses it as well as the leader who applies it. Significantly, research
on ethical leadership has offered that this leadership style is a powerful force that positively
brings outstanding organizational outcomes, particularly with regard to employees’ behaviors
and performances (Brown & Mitchell, 2010; Brown & Trevino, 2014; De Hoogh& Den
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Hartog, 2008; Den Hartog & Belschak, 2012; Jordan, Brown, Trevino, & Finkelstein, 2011;
Mayer, Aquino, Greenbaum, &Kuenzi, 2012; Piccolo, Greenbaum, Den Hartog, &Folger,
2010). Among the positive outcomes of possessing ethical leadership: (a) higher perceptions
of leadership effectiveness (Dion 2012; Eisenbeiss, 2012; Mayer et al., 2012; Schaubroeck et
al., 2012); (b) developing and fostering an ethical climate (Caldwell, Hayes, Bernal, & Karri,
2007; Grojean, Resick, Dickson, & Smith, 2004; Mayer, Kuenzi & Greenbaum, 2010); (c)
motivating employees to exhibit organizational citizenship behaviors (Shin, 2012); and (d)
generating organizational commitment among employees (De Cremer, Brebels&Sedikides,
2008; Den Hartog & Belschak, 2012; Neubert, Carlson, Kacmar, Roberts, &Chonko, 2009).
In addition, research shows that leadership behaviors that are empowering contribute to
positive individual and organizational outcomes: the survey by Vecchio, Justin, and Pearce
(2010) of a sample of 179 superior-subordinate suggested that empowering leadership is
linked with higher employee level of performance and satisfaction. Other studies also
indicated that providing autonomy enhances innovative behavior by influencing employees’
cognitive processes (Krause, 2004) and self-determination (Forrester, 2000).

Ozaralli’s (2015) study of 218 employees in the technology and service sector in Istanbul
showed a positive association between empowering leadership and employees’ creativity.
Yoshida, Sendjaya, Hirst, and Cooper (2014) in a survey of 154 teams working in Chinese
and Indonesian enterprises also found that servant leadership promotes employees’ creativity
and team innovation by encouraging identification with the leader. Another survey by Rego,
Sousa, Marques, and Pina e Cunha (2012) found a positive association between authentic
leadership and creativity and innovativeness, on manufacturing and service employees.
Osborn and Marion (2009) empirically examined the influence of leadership style and
innovation in American and Japanese research-intensive sectors, and surprisingly found that
transformational leadership was significantly associated with lower innovation.

Pimpa and Moore’s (2012) study with 134 participants from Thai public education
organizations and 110 from the Australian public education sector indicated significantly
different effective leadership styles in the two countries. In Thailand’s public education sector,
goal-oriented leadership was found to be effective, while in the Australian sector, leadership
styles focusing on equality among organizational members that shaped a supportive and
participating working environment. Another study by Lee, Scandura and Sharif (2014)
delivered the role of culture in studying leadership across two cultures (USA and Korea).
They found that the relationship between leader-member exchange and commitment to
organizational change was higher in the US sample than in Korea due to the difference in
power distance in the two nations. Rymer (2008) investigated leadership in Australia and
conducted 30 interviews with Australian business leaders, suggesting that leadership in
Australia is different from that in the USA and has unique qualities such as emotional
togetherness, recognition and values, communication and strategic change.

Proposition 1: leadership competencies influence the ability to innovate in public sector
organizations
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3. Overcoming Barriers to Innovate

There exist a considerable number of barriers that hinder a culture of innovation particularly
in the public sector. Traditional public organizations are often ineffective and restrain
endeavours that can promote innovation. Fostering innovation in the public sector requires
different activities that defeat classic bureaucratic models (Vigoda-Gadot, Shoham,
Schwabsky, & Ruvio, 2008). These arguments were advocated in a series of works by Borins
(1998, 2000a, 2000b, 2001). Unsurprisingly, bureaucracies often appear reluctant to change
by adopting new ideas and embracing unconventional techniques in their processes.
Therefore, public sector organizations are often criticized for their inability to foster and
implement innovations; however, various bureaucracies of various types and cultures appear
more conservative with working processes. Torugsa and Arundel (2016) noted that the more
complex the innovation, the greater the number of barriers a workforce has to confront in its
implementation. They concluded that government employees confront more obstacles for
developing a complex innovation than for a simple innovation. In addition, complex
innovations are difficult to implement in a highly centralized organization. Their findings also
suggest that complex innovations are more valuable than simple innovations. Practically, they
recommended that public sector employers can enhance a culture of complex innovations
through (a) developing their management competencies; (b) avoiding barriers by recognizing
sources for innovation; and (c) developing conditions that can motivate all individuals in the
organization to innovate. However, this requires an incentive system as well as offering
adequate resources to invest in innovations.

Lee, Hwang and Choi (2012) examined the contemporary open innovation practices in the
public sector of leading countries (e.g., USA, Australia, and Singapore); their findings
revealed three significant practices: government-led versus community-led open innovation,
the lack of inside-out open innovation, and the need for developing an overarching strategic
plan in citizen sourcing. The Australian Public Service Commission (APSC) (2016) noted
that agencies report the following strategies are beneficial in fostering innovation:
implementing strategic, digital, and/or innovation plans to foster an innovative culture within
the agency; focusing on digital transformation and technology to create and improve
processes; encouraging innovative ideas from all employees; providing opportunities for staff
to participate in innovation forums, labs, and sessions; rewarding individuals for innovative
ideas; and developing committees or councils to offer a coordinated approach to innovation.

Cocks (2009) proposed nine elements of success from Australia’s winning organizations that
are interconnected and fit together to operate effectively and help organizations accomplish
their mission, vision, and objectives. However, Cocks urged that success is based on
advanced implementation of all the following elements to deliver results (effective execution;
perfect alignment; adapt rapidly; clear and fuzzy strategy; leadership, not leaders; looking out,
looking in; the right people; manage the downside; and balance everything). However,
Kinicki and Williams (2011, p. 319) noted “the problem with innovation is that there are too
many challenges associated with it, which makes success unpredictable, although it is
possible to establish cultural and other conditions that increase the likelihood of a payoff”.
Fostering disruptive inn ovation in the public sector should go through three major
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components: (a) Focus: determine what needs to be achieved in the short and long-term; (b)
Shape: specify how and where to begin disrupting; and (c) Grow: foster and cultivate the
disruptive innovation (Eggers, Baker, Gonzalez, & Vaughn, 2012). They also concluded that
disruptive innovation processes can transform public services; however, this necessitates
novel business models, new participants, new technologies, and the tendency to eliminate old
ways of doing things or existing practices.

Proposition 2: Key barriers such as resistance to change have a negative influence on the
ability to innovate in public sector organizations

4. Creating Environments/Climates to Promote Innovation

The development of a supportive climate for enhancing employees’ innovative behavior and
creativity is not an option. Tan, Smyrnios, and Xiong (2014) claimed that whenever
employees ‘feel good’ about their organization’s climate, they perform their tasks better and
leaders can anticipate innovative behavior and creativity from them. As a caveat, when the
organizational climate emphasizes reliability and efficiency and is not concerned with
creativity and innovation, individuals may feel reluctant to take initiative even when they are
offered some autonomy (Yukl, 2010). Bamel, Budhwar, and Bamel (2013) found that a large
number of studies in organizational climate is based on empirical and quantitative research
design, such as Von Treuer and McMurray (2012), who advocated a social constructionist
(objectivist) approach, or Hassan and Rohrbaugh (2012), who supported a general
psychological climate (subjectivist) perspective.  Baer and Frese (2003) examined
organizational climates to identify those climates that positively affected the relationship
between process innovation and organizational performance. Baer and Frese examined 47
mid-sized German organizations and reviewed the relationship between process innovations,
climates for initiative, psychological safety, and organizational performance. They found that
there was a direct relationship between climate for initiative and psychological safety and
organizational performance. They also reported that the consistent interactions between
process innovations and organizational climate require systematic efforts to enhance climates
for initiative and safety.

Proposition 3: Organizational climate has a positive influence on the ability to innovate in
public sector organizations
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Figure 1. Proposed Conceptual Model of Workplace Innovation

Source: Author
5. Conclusion

Organizations are struggling to build capacity to be innovative for several reasons.
Therefore, one major challenge for practitioners is to develop systems, processes, and
climates that promote and demonstrate innovation and creativity. In other words, the
development of a supportive climate for enhancing employees’ innovative behavior and
creativity is not an option. While much public sector research is centred on why the public
sector should change and what changes should be made, little is known about how to
encourage the whole systems towards having greater innovation capacity.
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