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PREFACE TO THE FIRST EDITION

Nowadays what determines a ‘brilliant and highly functional boardroom’ is its ability to
embrace, adapt, implement and uphold ‘innovation’. The performance of the world’s largest
corporations’ boards nowadays is also determined by their ability to embrace, adapt, implement
and uphold an ‘innovativeness corporate culture’ in their overall strategy. Good business
leadership is one of the key ingredients of attaining success at the workplace by board of
directors and the management of the organization. The purpose of this book is to educate readers
that innovation is now inevitable in this highly dynamic 21% century business environment in
both profit-making and nonprofit making organizations and their boards. Therefore, one of the
main duties of a board of director whether he/she is based in the continent of North America or
Oceania or Africa is to set a corporate innovation agenda in the organization. Another purpose of
this book was to introduce readers to the basic roles & functions of a board and how to become
an innovation-orientated board via innovation strategy. The other aim of this book was to
highlight the impact of recruitment on boosting innovation in the boardroom. Lastly, another aim
of this book was to contribute to the board of director profession, field of management &
business leadership focusing on the development of a board of director by publishing a free
eBook and a print hard copy to empower all chairpersons, company secretaries, board of
directors, CEOs, COOs, CFOs, managers, head of departments (namely: human resources,
marketing, operations & supply chain, finance, information technology, research &
development, legal affairs and so on), business executives, and so on. This book specifically
targeted people in the continent of Africa, North America, Europe, Oceania and Asia in order to
provide them with basic knowledge about the role played by a board in driving an innovation
culture in an organization today since a book is ‘a source of wisdom’ that can positively
influence others to become ethical and better people in society. Furthermore, 1 wrote this book to
help promote a culture of book writing amongst the people of this 21% century in order to
enhance knowledge sharing or academic wisdom through book publishing in both developed and
developing countries to help promote ethical global economic development. I noticed that in this
life we live today humanity can only progress through consistent learning or knowledge sharing
and the desire for consistent learning can only be strengthened through book writing and
rigorously promoting a culture of book writing amongst all people located across the world in

various career-fields.
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Chapter 1: Introduction to board management

After reading this chapter you should be able to:

e Introduce and explain the critical ingredients that produce a brilliant and highly
functional board.

e Describe the definition of a board of director.

e Understand the meaning of innovation and creativity. Identify the importance of
innovation to a business.

e Describe inspirational innovation centered global businesses.

e Explain the habits that help to promote innovation and creativity in a board.

1.1 Introduction

The most critical ingredient or driver of prosperity in any type of organization in terms of
achieving good corporate governance, high quality management, profitability and effective
branding strategies is its ‘board of directors’. Generally an organization’s board of directors play
a critical role in ensuring that the organization: (1) successfully aligns its corporate strategy to its
various business functions, (2) it continuously aims to enhance its ‘employer brand’ status in the
labour market, (3) it continuously enhances both its market position and market value in order to
consistently attain its set operational and profitability goals. Interestingly, an organization cannot
succeed in its day-to-day activities without the critical input of its board of directors as they help
to give it strategic guidance and direction on how to enhance or maintain its current market
position. Nowadays what determines a ‘brilliant and highly functional boardroom’ is its ability to
embrace, adapt, implement and uphold ‘innovation’. Nowadays the performance of the world’s
largest corporations’ boards is mainly determined by their ability to embrace, adapt, implement
and uphold an ‘innovativeness corporate culture’ in their overall strategy. Another critical
ingredient that produces a ‘brilliant and highly functional boardroom’ is effective change
management since any form of change is simply ‘innovating’ for the better and this will be
covered later on in greater detail in Chapter 3. The functions of a board are broad and they can

only be achieved by board of directors who are focused and highly engaged.
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A good example of an organization that is innovation centred is the Illinois, Chicago, United
States of America headquartered Boeing Corporation (Boeing, 2019). “Since July 15, 1916,
we've been making the impossible, possible. From producing a single canvas-and-wood airplane
to transforming how we fly over oceans and into the stars, The Boeing Company has become the
world's largest aerospace company. And we're just getting started. Thank you for making 2016
unforgettable with events, activities and commemorations that celebrated not only our first
century of innovation, but also the people and moments that inspire us to live by our founder Bill
Boeing's  philosophy -  ‘build  something  better.””’  (Boeing Inc., 2019,

https://www.boeing.com/history/). *Boeing Overview. Boeing is the world's largest aerospace

company and leading manufacturer of commercial jetliners, defense, space and security systems,
and service provider of aftermarket support. As America’s biggest manufacturing exporter, the
company supports airlines and U.S. and allied government customers in more than 150 countries.
Boeing products and tailored services include commercial and military aircraft, satellites,
weapons, electronic and defense systems, launch systems, advanced information and
communication systems, and performance-based logistics and training. Boeing has a long
tradition of aerospace leadership and innovation. The company continues to expand its product
line and services to meet emerging customer needs. Its broad range of capabilities includes:
creating new, more efficient members of its commercial airplane family; designing, building and
integrating military platforms and defense systems; creating advanced technology solutions; and
arranging innovative financing and service options for customers. With corporate offices in
Chicago, Boeing employs more than 153,000 people across the United States and in more than
65 countries. This represents one of the most diverse, talented and innovative workforces
anywhere. Our enterprise also leverages the talents of hundreds of thousands more skilled people
working for Boeing suppliers worldwide. Boeing is organized into three business units:

Commercial Airplanes; Defense, Space & Security; and Boeing Global Services, which began

! Boeing Inc., History: Thank You for Celebrating Our Centennial with Us!, [Website], 2019,

https://www.boeing.com/history/, (accessed 18 July 2019).

2 Boeing Corporation, Overview, [Website], 2019, https://www.boeing.com/company/general-

info/index.paget#t/overview, (accessed 18 July 2019).
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operations July 1, 2017. Supporting these units is Boeing Capital Corporation, a global provider
of financing solutions. In addition, functional organizations working across the company focus
on engineering and program management; technology and development-program execution;
advanced design and manufacturing systems; safety, finance, quality and productivity
improvement and information technology’ (Boeing Corporation, 2019,

https://www.boeing.com/company/general-info/index.page#/overview). “There’s more

innovation underway today at Boeing than at any time in our 101-year history. Recent examples
of innovation include the first flights of the 737 MAX 9, 787-10, and T-X, among other
milestones such as the launch of Boeing AnalytX and Boeing HorizonX. Teams across the global
Boeing network continue to transform how we design and build our products, the systems that
enable us to work more efficiently, and the work we do to improve the environmental
performance of our products and internal operations. With more than $3 billion invested annually
in research and development, Boeing drives innovation that will transform aerospace and defense

as we know it”* (Boeing, 2019, https://www.boeing.com/innovation/). “When an accident

occurs, we feel it deeply across our company and it intensifies our dedication to designing,
building and supporting the safest products in the industry”® (Boeing, 2019,

https://www.boeing.com/features/innovation-quarterly/2019 g3/thought-leadership-

dennis.page). The meaning of the term board of director will be covered in the next section.

1.2 Definitions of the terms ‘innovation’, ‘creativity’ and ‘board of director’

Today there are several definitions that have been developed by numerous academics, business

management gurus and industry experts over the past number of years. Innovation can be defined

3 Boeing Corporation, Overview, [Website], 2019, https://www.boeing.com/company/general-

info/index.page#/overview, (accessed 18 July 2019).

4 Boeing Inc., Innovation, [Website], 2019, https://www.boeing.com/innovation/, (accessed 18 July 2019).

> Boeing Inc., From Concept to Business: Boeing HorizonX India Innovation Challenge, [Website], 2019,
https://www.boeing.com/features/innovation-quarterly/2019_g3/thought-leadership-global.page (accessed 18 July
2019).
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as: “A change in a product offering, service, business model or operations which meaningfully
improves the experience of a large number of stakeholders™® — Hutch Carpenter (Hutch

Carpenter, 2010, https://www.innovationexcellence.com). “Creativity is the act of turning new

and imaginative ideas into reality. Creativity is characterised by the ability to perceive the world
in new ways, to find hidden patterns, to make connections between seemingly unrelated
phenomena, and to generate solutions. Creativity involves two processes: thinking, then

297

producing”’ (Naiman, 2014, www.creativityatwork.com). Furthermore, according to the Institute

of Directors in New Zealand (2018) a board is:

* a group who meet regularly to look at the performance and strategic progress of the company
* at least one independent director and other owner-operator directors (executive directors)

* a group who can separate themselves from the day-to-day operations and take a bird-eye view

of the business

* a group who can debate the difficult issues and come out with a clear decision for the future of

the company

« ultimately, a group who guides, and is committed to, the company® (Institute of Directors in

New Zealand, 2018, https://www.iod.org.nz/FirstBoards/What-is-a-board). The importance of

innovation to an organization and its board will be covered in the following section.

1.3The importance of innovation to a business

The need or the ability to generate fresh new ideas on a regular basis nowadays plays a
significant role in determining the continual survival of each and every organization while on the

other hand this has added more value to the concept of ‘innovative thinking’ in organizations.

8 Hutch Carpenter (2010) Definitions of Innovation. Available from:

https://www.innovationexcellence.com/blog/2010/08/22/25-definitions-of-innovation/

7 Naiman, L. (2014) What is Creativity. Available from: https://www.creativityatwork.com/2014/02/17/what-is-

creativity/
8 Institute of Directors in New Zealand (2018) What is a Board? Available from:

https://www.iod.org.nz/FirstBoards/What-is-a-board
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The six ways that help to determine how innovation is important to an organization and its board

are depicted in Figure 1.1 below.

Figure 1.1 The four ways that help to determine how innovation is important to an

organization & its board

Source: Modified: (European Central Bank, 2017, www.ecb.europa.eu/; Corporate Finance Institute, 2019).

As previously highlighted by Figure 1.1 the six ways that help to determine how innovation is

important to an organization are further discussed in-depth below:

1.3.1 It helps to improve the problem solving abilities of the board members

“In economic terms, innovation describes the development and application of ideas and

technologies that improve goods and services or make their production more efficient. A classic
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example of innovation is the development of steam engine technology in the 18th century. Steam
engines could be put to use in factories, enabling mass production, and they revolutionised
transport with the railways. More recently, information technology transformed the way
companies produce and sell their goods and services, while opening up new markets and new

9990

business models™ (European Central Bank, 2017, www.ecb.europa.eu/). In general there is no

doubt that innovation plays a critical role in increasing the problem solving abilities of board of
directors in any organization. Every organization despite its size (small or large) or type (for
profit or nonprofit) often faces various challenges on a day-to-day basis and these challenges
require business leaders who have the right attitude, motivation and an innovation-focused
mindset to strategically tackle them. An innovation driven board often generates new value
adding ideas, concepts or strategies that help to easily move the organization towards the
attainment of its set short and long term goals. A typical good example of two organizations that
have thrived as a result of innovation is Harmondsworth, United Kingdom leading airline
company called ‘British Airways’ the flag carrier airline of the nation of the United Kingdom
which is now owned by the Spanish firm the ‘International Airlines Group’ (IAG). The current
Chief Executive of IAG is Mr. Willie Walsh whilst Mr. Alex Cruz is the current Chief Executive

of British Airways!'® (British Airways, 2019, www.britishairways.com). “Celebrating 99 years of

flying with pride. British Airways can trace its origins back to the birth of civil aviation, the
pioneering days following World War 1. In the 99 years that have passed since the world's first
schedule air service on 25 August 1919, air travel has changed beyond all recognition. Each
decade saw new developments and challenges, which shaped the path for the future,.. On 25
August 1919 Aircraft Transport and Travel Limited (AT&T), a forerunner company of today’s
British Airways, launched the world’s first daily international scheduled air service, between
London and Paris. That first flight, which took off from Hounslow Heath, close to today’s
Heathrow Airport, carried a single passenger and cargo that included newspapers, Devonshire

cream, jam and grouse” (British Airways, 2019, www.britishairways.com). Since its

establishment over 99 years ago British Airways has successfully managed to make innovation

° European Central Bank (2017) How Does Innovation Lead to Growth. Available from:

https://www.ecb.europa.eu/explainers/tell-me-more/html/growth.en.html

10 British Airways (2019) Explore Our Past. Available from: https://www.britishairways.com/en-

zw/information/about-ba/history-and-heritage/explore-our-past
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one of its core strength and this is supported by various innovation driven services it offers its
customers around the world on a daily basis. According to the British Airways Media Centre
(2017) British Airways has become the first airline to trial self-service biometric boarding gates
on international flights out of the USA, working in partnership with Los Angeles Airport. As part
of the airline's commitment to investin innovation and new technology, British Airways
has begun an exclusive trial that will transform customers' airport experience by improving the
boarding process and significantly reducing the amount of time it takes to board an aircraft. The
new technology, created by Vision-Box, will create a smoother journey for customers, as they
will no longer need to present their passport or boarding pass at the gate — only at check in and
security. Instead travellers can simply look into a camera prior to boarding, wait for their
biometric data to be verified, and then walk onto the aircraft. Similarly to facial identification
built into mobile phones, the biometric gates use high definition camera technology, and allow
customers to pass through by recognising their unique facial features, and reconciling them with
the digital facial scan taken as part of the immigration process'! (British Airways Media Centre,

2017, http://mediacentre.britishairways.com/). Furthermore, according to the British Airways

Media Centre (2017) British Airways has become the first airline worldwide to introduce high-
tech remote controlled devices to push back aircraft across its short-haul operation. The airline is
modernising its operation to maintain and further improve punctuality for its customers. In
partnership with Heathrow, the eco-friendly Mototok tugs will allow British Airways staff to
prepare aircraft for departure more efficiently. The airline is the first commercial operator to
deploy the devices across multiple aircraft stands. The equipment, used to move Airbus short-
haul aircraft, replaces traditional diesel tugs, allowing a single ramp agent to push an aircraft
backwards from the gate remotely. Emissions-free and capable of moving planes with precision,
five Mototoks are currently in operation at Terminal 5. They were integrated into the operation in
August, and more than 100,000 customers have benefited from smoother departures already.
Klaus Goersch, British Airways’ Chief Operating Officer, said: “British Airways is the most
punctual, major short-haul airline in London. The introduction of the Mototok will help us to
stay at the top of the league and keep our flights departing on time. “This major step to

modernise our operation is a first in the airline industry, and part of wider investment in new

! British Airways Media Centre (2017) British Airways Pushes New Technology in Aviation First. Available from:
http://mediacentre.britishairways.com/pressrelease/details/86/2017-228/8826
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technology that will enhance the experience our customers have.” British Airways plans to roll
out the Mototok across its short-haul operation by the end of the year, and is exploring the
possibility of introducing the technology to push back long-haul aircraft in the future. The
Mototok’s electric battery can hold its charge for up to three days, and charging points will be
installed on each of the 25 stands at Heathrow’s TS5 (British Airways Media Centre, 2017,

http://mediacentre.britishairways.com/). The International Airlines Group was launched in 2011

(International Airlines Group - IAG, 2019, www.iairgroup.com). “International Airlines Group

(IAG) is one of the world's largest airline groups with 573 aircraft flying to 268 destinations and
carrying around 113 million passengers each year. It is a Spanish registered company with shares
traded on the London Stock Exchange and Spanish Stock Exchanges. Our vision is to be the
world’s leading airline group, maximizing sustainable value creation for our shareholders and
customers. Our business model makes us well-positioned to achieve this in an increasingly
competitive and fast-paced environment”!? (International Airlines Group - IAG, 2019,

www.iairgroup.com). IAG brands portfolio includes: Aer Lingus (is the national airline of

Ireland, founded in 1936), British Airways (is the number one carrier in London, the world’s
largest international aviation market, and the number one European carrier across the North
Atlantic), Iberia (founded in 1927, Iberia is Spain's largest airline and its flag carrier), LEVEL
(is IAG’s new low-cost airline brand, built on the belief that the world is a better place when we
all get out and experience it), Vueling (is one of Europe’s leading low-cost airlines and is
number one in connecting Spain and Continental Europe), Avios (is transforming its loyalty
programmes, diversifying its partnerships and leveraging data to become the loyalty partner of
choice and a centre of loyalty excellence for the International Airlines Group), IAG CARGO
(Five TAG airlines — one cargo carrier. IAG Cargo is the trusted cargo partner of more than
10,000 businesses), IAG Global Business Services (GBS) (since launching in 2014, IAG GBS
has transferred and restructured services, implemented new technology, created new ways of

working and delivered unprecedented cost savings — establishing IAG GBS as a strategic

12 International Airlines Group (IAG) (2019) IAG Overview. Available from: https://www.iairgroup.com/en/the-

group/iag-overview

19


http://mediacentre.britishairways.com/
http://www.iairgroup.com/
http://www.iairgroup.com/
https://www.iairgroup.com/en/the-group/iag-overview
https://www.iairgroup.com/en/the-group/iag-overview

platform for growth as well as IAG itself)!® (International Airlines Group, 2019,

https://www.1airgroup.com/en/our-brands).

1.3.2 It helps to promote growth in the organization

Nowadays progress in organizations is now being spearheaded by innovation. A commonly
notable benefit of innovation in all aspects of an organization (for instance processes, policies,
short and long term planning, management and boardroom activities) is growth!'* (European

Central Bank, 2017, www.ecb.europa.eu/). Generally an innovation-focused board often places

more emphasis on product/service improvement, quality, strategy, R&D, good corporate
governance and the implementation of transformative innovation strategies that help the
organization to achieve its set productivity and profitability goals and also this ultimately helps
to provide the business with the much needed capital injection to use to finance its business
expansion plans (both locally or internationally). The term ‘productivity’ refers to the amount of
output an employee produces based on the amount of inputs they used for instance inputs can be
in the form of time, labour and capital (money invested)'®> (Hunter, 2002:137). Innovation is one
business aspect that helps an organization to achieve high productivity levels (higher output)
whilst using fewer inputs. “Simply put, innovation can lead to higher productivity, meaning that
the same input generates a greater output. Innovation and productivity growth bring vast benefits
for consumers and businesses. As productivity rises, the wages of workers increase. They have
more money in their pockets, and so can buy more goods and services. At the same time,
businesses become more profitable, which enables them to invest and hire more employees”

(European Central Bank, 2017, www.ecb.europa.eu/).

13 International Airlines Group (IAG) (2019) Our Brands. Available from: https.//www.iairgroup.com/en/our-brands

14 European Central Bank (2017) How Does Innovation Lead to Growth. Available from:

https://www.ecb.europa.eu/explainers/tell-me-more/html/growth.en.html

15 Hunter, C. (2002) Managing People in South Afiica: a Systematic Approach to Human Resources Management.

Pietermaritzburg: Bytes Document Solutions.

20


https://www.iairgroup.com/en/our-brands
http://www.ecb.europa.eu/
http://www.ecb.europa.eu/
https://www.iairgroup.com/en/our-brands
https://www.ecb.europa.eu/explainers/tell-me-more/html/growth.en.html

1.3.3 It helps to boost the motivation levels of the board

Innovation tends to successfully penetrate through every part of the organization including the
boardroom and in the process of doing so it helps to produce positive results for the organization
in terms of: new idea generation, the introduction of new products/services, proper alignment of
change to the corporate strategy, enhanced profitability and employee morale. Thus in the end
these positive results help to boost the motivation levels of both the employees and the board of
directors as a result of successfully achieving their set organizational objectives and goals.
Several business and motivation gurus have since discovered that each and every victory
(whether small or large) in an organization often plays a significant part in the motivation of
employees in order for them to repeat their strong work ethic and behavior. Therefore,
innovation helps to keep employees highly motivated as a result of their continuous

improvement of their work performance.

1.3.4 It helps an organization to achieve a competitive advantage

“A competitive advantage is an attribute that allows a company to outperform its competitors.

Competitive advantages allow a company to achieve superior margins compared to its

competition and generates value for the company and its shareholders. A competitive advantage

must be difficult, if not impossible, to duplicate. If it is easily copied or imitated, it is not

»16

considered a  competitive  advantage (Corporate  Finance  Institute, 2019,

https://corporatefinanceinstitute.com/). A competitive advantage can even be a new idea or

application of a new technology the organization can use to offer its customers a critical benefit.
For example, a micro-finance company located in the magnificent city of Toronto in Canada
(North America) can use biometric security technology in its banking halls which can be a
unique technology it possesses over its competitors who still use manual security clearing
systems that are susceptible to frequent human errors. On the other hand innovation that leads to
new product/service development nowadays can only succeed by working in line with good

quality management processes. An effective modern-day board often places quality management

16 Corporate Finance Institute (2019) What is a Competitive Advantage?

https://corporatefinanceinstitute.com/resources/knowledge/strategy/competitive-advantage/
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and assurance on its high priority list on a regular basis. Quality assurance is a process that is
used by organizations or trading blocs (such as the European Commission) to enforce quality
control standards by applying the planned, systematic quality activities and working to improve
the processes that are used in producing goods or services'’ (European Commission, 2018). In
addition quality assurance is one definite way an organization or trading bloc can use to reduce
the number of errors or defects commonly found in manufactured goods or services. Quality is
one of the ways organizations can use to gain a profitable competitive advantage for a much
longer time period. ‘Quality’ is a term that is applied in various economic sectors and
organizational processes or systems in order to refer to the standards of perfection the
organizational processes or systems must conform-to including the standards of perfection the
final product/services produced must conform-to on a continuous basis. Today boards that are
innovation driven often enforce quality management and assurance practices throughout the
organization. Therefore, innovation is a guaranteed way an organization and its board can attain
a competitive advantage at the marketplace on a continuous basis. Some of the examples of

innovation centered global businesses will be covered in the following section.

1.4 Describe inspirational innovation centered global businesses

Today there are many powerful organizations that have since shifted from being customer and
manufacturing/service orientated to being innovation-orientated businesses in order to remain
relevant and highly competitive in the rapidly growing global market. Innovation in this modern
day global economy has become the norm and the main driver of progress and growth. Examples
of some of the leading and growing innovation centered global organizations are depicted in

Figure 1.2 below.

17 European Commission (2018) Quality Assurance. Available from:

http://ec.europa.eu/ipg/quality control/index_en.htm
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Figure 1.2 Two examples of leading and growing innovation centered global organizations

Source: Modified: (Airbus, 2019; LafargeHolcim, 2019)

1.4.1 Airbus SE

Another typical good example of an organization that has an inspirational innovation centered
approach is the leading commercial aircraft manufacturer ‘Airbus SE’ which is headquartered in
Leiden in the Netherlands. “Designing the future of flight - Innovation has always been a driving
force at Airbus, which promotes cutting-edge technologies and scientific excellence to
contribute to global progress. Through its predecessor companies, Airbus pioneered many of
the technologies that helped conquer the skies and are now part of everyday life. Airbus
encourages its industry-leading experts to push their boundless imaginations, moving the
company into the Industry 4.0 era and inventing new possibilities for the future of flight:
from manned and unmanned vehicles for urban mobility, to hybrid and electric propulsion

systems for cleaner aviation”'® (Airbus, 2019, https://www.airbus.com/company/we-are-

airbus.html). The current Chairman of the Board of Directors of Airbus SE is Mr. Denis Ranque
and the current Chief Executive Officer of Airbus SE is Mr. Guillaume Faury (Airbus, 2019,

www.airbus.com). “With a 50-year track record of innovation, technological firsts and

18 Airbus (2019) We Are Airbus. Available from: https://www.airbus.com/company/we-are-airbus.html

23


https://www.airbus.com/innovation.html
https://www.airbus.com/company/we-are-airbus.html
https://www.airbus.com/company/we-are-airbus.html
https://www.airbus.com/company/corporate-governance/guillaume-faury.html
http://www.airbus.com/
https://www.airbus.com/company/we-are-airbus.html

industry milestones, Airbus has lived up to its official motto, ‘We Make It Fly,” from the
company’s creation. Today, Airbus is a leader in designing, manufacturing and delivering
aerospace products, services and solutions to a customer base that spans the globe — with
operations for commercial aircraft, helicopters, defence and space” (Airbus, 2019,

www.airbus.com). According to Airbus (2019) What we do. As a proven leader in the global

aerospace sector, Airbus designs, produces and delivers innovative solutions with the aim to
create a better-connected, safer and more prosperous world. These cutting-edge products and
services — which span the commercial aircraft, helicopter, defence, security and space
segments — benefit our wide-ranging expertise and continued emphasis on innovation. A
commercial aircraft manufacturer, with Space and Defence as well as Helicopters Divisions,
Airbus is the largest aeronautics and space company in Europe and a worldwide
leader. Airbus has built on its strong European heritage to become truly international — with
roughly 180 locations and 72,000 direct suppliers globally. The company has aircraft and
helicopter final assembly lines across Asia, Europe and the Americas, and has achieved a
more  than sixfold  order book  increase since 2000 (Airbus, 2019,

https://www.airbus.com/company/we-are-airbus.html). “By 2030, 60% of the world's population

will be urban. This significant population growth is expected to create a real need for innovative
mobility options as ground infrastructure becomes increasingly congested”! (Airbus, 2019,

https://www.airbus.com/innovation/urban-air-mobility/mission-and-team.html). ~ “At  Airbus

Urban Mobility, we believe urban air mobility can contribute positively to a multimodal mobility
system and help build more liveable cities. It leverages the sky to better link people to cities and
regions, giving them more possibilities to connect while supporting a balanced development of

regions”’(Airbus, 2019, https://www.airbus.com/innovation/urban-air-mobility.html).

According to Airbus (2019) Future technologies are reshaping industries and markets in
unprecedented ways and at extraordinary speeds. The organisations that succeed in this
environment are those that can adapt rapidly to new opportunities and challenges. Rather than

seeing them as a threat, Airbus recognises that future technologies give us a competitive

19 Airbus (2019) Mission and Team. Available from: https://www.airbus.com/innovation/urban-air-

mobility/mission-and-team.html
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advantage =~ as  we  shape the  future of  flight?*®  (Airbus, 20109,

https://www.airbus.com/innovation/future-technology.html). “Bringing zero-emission technology

to aviation. Today, zero-emission flight is closer to reality than ever. Electric and hybrid-
electric propulsion is rapidly revolutionising mobility technologies across industries, from
automotive to marine. And the aviation industry is no exception. Airbus is committed to
developing, building and testing electric and hybrid-electric future technology that will enable
the aviation industry to significantly reduce the CO; emissions of commercial aircraft. On the
path to zero-emission flight. In 2010, Airbus embarked on its electrification journey,
developing the world’s first fully-electric, four-engine aerobatic aircraft, CriCri. Since then,
Airbus has made significant progress in the electrification of flight. Our all-electric, twin
propeller aircraft E-Fan successfully crossed the English Channel in 2015. Vahana, our single-
seat electric vertical take-off and landing (eVTOL) vehicle demonstrator, has been flight
testing since 2018. CityAirbus, our eVTOL demonstrator with a four-passenger capacity,
successfully conducted its first take-off in May 2019. Both of our eVTOL demonstrators are
undergoing a rigorous and comprehensive flight test programme to ensure safety and high
performance. E-Fan X, the successor to E-Fan that is 30 times more powerful than its
predecessor, is expected to take its first flight in 2021. For Airbus, our work in electric
propulsion aims to drive the commercialisation of zero-emission, all-electric urban air
mobility vehicles and, eventually, large commercial aircraft” (Airbus, 2019,

https://www.airbus.com/innovation/future-technology/electric-flight.html). “Connectivity.

Connecting to the digital world anywhere. In the aerospace industry, connectivity means faster
access to critical information, leading to better decision-making and outcomes. At Airbus, we
work to better connect our passengers and aircraft to the digital world, whether on the ground,
in the air or anywhere around the world. Building faster access to critical information. Airbus
builds comprehensive future technology capabilities to deliver uninterrupted connectivity that
is interoperable between aircraft, helicopters, drones, future electric vertical take-off and
landing (eVTOLs) vehicles, satellites, command centres and mobile units deployed on the
ground or at sea. Our objective is to offer seamless in-flight connectivity that is comparable to
mobile phone connectivity available on the ground—even when switching from one network

to another, from 4G to Wi-Fi, or from country to country—without compromising the aviation

20 Airbus (2019) Future Technology. Available from: https.//www.airbus.com/innovation/future-technology.html
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industry's high standards in reliability and cybersecurity”?!  (Airbus, 20109,

https://www.airbus.com/innovation/future-technology/connectivity.html). Furthermore,

according to Airbus (2019) Advanced Analytics - Harnessing data to drive greater performance.
Today's business decisions depend on the insights that big data can offer. But massive
volumes of complex and unstructured data require high-performance analytics to extract
value. At Airbus, we leverage future technology in advanced analytics to provide the right
information to the right people at the right time—and in a context they understand. In 2017,
Airbus officially launched Skywise, our open data platform. Skywise collects vast amounts of
data from Airbus, and our customers and suppliers to enable new levels of insight that have
the potential to facilitate better decision-making and unlock significant cost savings (Airbus,

2019, https://www.airbus.com/innovation/future-technology/advanced-analytics.html).

1.4.2 LafargeHolcim

A typical good example of a remarkable leading global organization with a powerful employer
brand with a board that is comprised of good-to-great leaders with a strong innovation orientated
culture is LafargeHolcim, headquartered in Jona, Switzerland. The current Chairman of
LafargeHolcim is Mr. Beat Hess and the Vice Chairman is Mr. Oscar Fanjul. The other board of
directors of LafargeHolcim include: Mr. Paul Desmarais Jr., Mr. Patrick Kron, Mr. Adrian
Loader, Mr. Jiirg Oleas, Ms. Hanne Birgitte Breinbjerg Serensen, Dieter Spélti, Mr. Colin Hall,
Ms. Naina Lal Kidwai and Ms. Claudia Sender Ramirez*? (LarfargeHolcim, 2019,

https://www.lafargeholcim.com/board-directors). “LafargeHolcim is the global leader in building

materials and solutions. We are active in four business segments: Cement, Aggeregates, Ready-

Mix Concrete and Solutions & Products. With leading positions in all regions of the world and a

balanced portfolio between developing and mature markets, LafargeHolcim offers a broad range
of high-quality building materials and solutions. LafargeHolcim experts solve the challenges that
customers face around the world, whether they are building individual homes or major
infrastructure projects. Demand for LafargeHolcim materials is driven by global population

growth, urbanization, improved living standards and sustainable solutions construction. Around

21 Airbus (2019) Connectivity. Available from: https://www.airbus.com/innovation/future-

technology/connectivity.html

22 LafargeHolcim (2019) Board of Directors. Available from: https://www.lafargeholcim.com/board-directors
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75,000 people work for the company in around 80 countries. (LafargeHolcim,

2019, https://www.lafargeholcim.com/our-strategy). “Board of Directors. The Board is

comprised of eleven Board members, all of who are independent according to the Swiss Code of
Best Practice for Corporate Governance and the criteria laid out by the DJSI. Furthermore, the
company has set a policy that the majority of Directors on the Board shall be independent. Board
members are expected to attend all regular meetings. With regard to Board composition, the
Nomination, Compensation and Governance Committee considers diversity (including but not
limited to: origin, domicile, gender, age and professional background) as well as such other
factors necessary to address current and anticipated needs of the Company”?* (LafargeHolcim,

2019, https://www.lafargeholcim.com/board-directors). The common habits that help to

encourage board of directors in an organization to regularly be innovative and creative will be

covered in the following section.
1.5 Habits that help to promote innovation & creativity in a board

Poor leadership styles, lack of freedom, poor remuneration and a bad image in the market often
lead to the creation of an unconducive environment for innovation and creativity in an
organization. Innovation flourishes in businesses where the owner-managers provide adequate
support towards innovation driven operational practices. It is important for business owners to be
fully knowledgeable of the fact that the essence of business innovation is that any idea that is
viewed to be useful and innovative has to first provide a solution to a problem that already exists
in a cost-efficient manner. Therefore, one of the most effective ways of promoting an innovation
driven culture in a board is through recognizing and appreciating directors who are good-to-great
innovators. Consistent idea generation is key to the success of any business that is innovation
centered and well known for innovative ideas in the market. The Chairman and the CEO of the
board of directors in an organization often play a vital role in fostering an innovation culture
amongst board members. There are many ways organizations can adopt to promote innovation
and creativity. Some of the common ways of promoting innovation and creativity in an

organization and boardroom are depicted in Figure 1.3 below.

23 LafargeHolcim (2019) Our Strategy. Available from: https://www.lafargeholcim.com/our-strategy

24 LafargeHolcim (2019) Board of Directors. Available from: https://www.lafargeholcim.com/board-directors
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Figure 1.3 Six common ways of promoting innovation & creativity in the organization and

the boardroom

As previously depicted by Figure 1.3 the six common ways of promoting innovation and

creativity in the organization and the boardroom are further discussed as follows:

1.5.1 Applaud every new idea and clearly state ‘there is no foolish idea’

It is important that the chairman or vice chair of the board of directors to ensure that he/she
creates a boardroom working environment that is very receptive to new idea generation by
appreciating and congratulating every board member who generates a good idea despite the fact
that it is either a relevant or irrelevant idea. It is the responsibility of the chairman or vice chair to
consistently ensure that they strongly emphasize to their board of directors that there is no idea
that is considered to be foolish and they must feel free to speak about the ideas they think of in

their minds.

1.5.2 Regularly identify and write down a list of critical challenges or problems the

organization might be facing

In general it is critical for the board to list all current and future challenges being faced by the
organization. Thus, by writing down all the challenges the business may be currently facing and

generating possible solutions that may help to solve some of these problems or challenges the
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organization and its board would have created a unique way of innovating for the better. For
example, solutions to a problem can be the production of a new product or entering a new market
and so on. Consistent problem solving by the board via idea generation can result in the board
identifying new business opportunities the organization can take advantage of in order to raise

more sales revenue and or develop new markets.
1.5.3 Provision of organization-wide innovation focused coaching programs

One of the easiest ways an organization can ensure that its’ board of directors are well educated
about the advantages of having an innovation centered culture and its implementation in their
day-to-day board activities is via coaching programs. Executive coaching helps board of
directors to quickly grasp new knowledge, trigger quick, analytical and decisive thinking. In
general executive coaching programs that are focused on innovation training tend to empower
board of directors with the skills, abilities or capabilities that help them to facilitate change in the
organization’s processes, products, quality programs, systems, strategies, planning, decision-
making, corporate culture and so on in order to enhance its efficiency. Thus, executive coaching
programs often end up making board of directors being accustomed to an innovation driven

culture in their day-to-day boardroom activities.
1.5.4 Hiring highly talented board of directors

A business that has a high intellectual capital base employs highly skilled, experienced, qualified
business leaders in its board. Organizations that aim to create a highly conducive workplace that
helps to consistently generate innovative ideas must ensure that they create a good employer
brand status through offering attractive compensation plans, balanced work/life working
schedules, career growth opportunities and so on. Highly talented board of directors are often
attracted to organizations that have a good employer brand status and that offers them excellent

career and training opportunities.
1.5.5 Offering a free and open working environment

It has since been discovered that there is a link between high creativity and freedom at the
workplace thus organizations that offer employees autonomy to work freely at their own pace

tend to have a consistent generation of excellent business ideas. Boardrooms that have
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excessively strict and high work pressure environments are often viewed as a hindrance to idea
generation. Strict and high work pressure board environments are often suitable for routine
activities whilst on the other hand they are often viewed as not suitable for idea generation. A
relaxed and free working environment is the best environment to generate excellent business
ideas. For example, most of the highly successful Silicon Valley, California, United States of
America high-tech giant firms often have snooker tables, chess boards, video games, gyms,
swimming pools and tennis courts at their headquarters premises in order to help employees who
feel that they need to relax and refresh their mind to visit these above mentioned facilities and

later on return to the workplace and successfully produce excellent business ideas.
1.5.6 Continuously investing in research and development (R&D)

Organizations that invest adequate funds in their research activities consistently generate
excellent business ideas since it helps them to remain up-to-date with the consistently changing
consumer buying behavior trends, ever-changing demographic patterns and technological
advancements. Therefore, market research helps to identify existing gaps in the marketplace and
this can help the board to make well informed strategic decisions that may enable the
organization to develop new products or services, enter into a new partnership or a joint venture
and so on in order to be able to fulfill these existing gaps in the market. The various types of

innovation will be covered in the following section.
1.6 Types of Innovations

Innovation is generally a process that aims to make the organization better. Some of the types of

innovation are depicted in Figure 1.4 below.
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Figure 1.4 Three types of innovation

Source: Modified: (Nielson, 2014, https://www.innovationexcellence.com).

There are many types of innovation that can be experienced in all kinds of organizations of any
size. Some of the common types of innovation include the following:

1.6.1 “Breakthrough. A breakthrough innovation is what most people think of when they think
of innovation — something new, bold and way ahead of the next best thing. Additionally, a
breakthrough product often combines the functionality of several different products all into one”

23(Nielson, 2014, https://www.innovationexcellence.com).

1.6.2 “Sustaining - sustaining ideas have to do with improving the current product by developing
generations 2, 3, 4, 5 and so on until the product reaches the end of it’s life cycle. Normally large
companies are very good at creating sustaining innovations because their resources, business
processes and cultures are setup in a way to enable sustaining efforts. Typical sustaining efforts

include the following:

25 Nielson, J. (2014) Four Types of Innovation and the Strategic Choices Each One Represents. Available from:

https://www.innovationexcellence.com/blog/2014/01/12/four-types-of-innovation-and-the-strategic-choices-each-

one-represents/
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» Feature fixes/additions — most next generation products will come with a handful of fixes
and/or new features that address previous gripes with the first generation products.

* Cost reductions — as sales volumes grow for a product, the cost of purchasing raw materials for
that product decline in addition to design enhancements that simplify the product or enable it to
use less expensive materials.

* Product line expansions (proliferation) — at launch most new products don’t have a full suite of
products to meet each end-user segment’s needs and as a fix for that companies will fill out their
product line by offering additional sizes, colors, etc.” (Nielson, 2014,

https://www.innovationexcellence.com).

1.6.3 “New Market. A lot of managers think of new markets in terms of geography such as
entering an emerging market like India or China. While that can be highly valuable, I like to
think of new market innovations in terms of use cases. For the purpose of this article, new
market innovations refers to applying a current product in a new way and sometimes even for a

different segment of customers”?® (Nielson, 2014, https://www.innovationexcellence.com). The

conclusion of this chapter will be covered in the following section.
1.7 Conclusion

In this modern day operating business environment an organization cannot succeed in its day to
day activities without the critical input of its board of directors as they help to give it strategic
guidance and direction on how to enhance or maintain both its current market position and value.
Generally the daily functions of a board are broad and they can only be achieved by board of
directors who are focused and highly engaged. An innovation driven board often generates new
value adding ideas, concepts or strategies that help to easily move the organization towards the
attainment of its set short and long term goals. Organizations that are fuelled by innovation often
place more emphasis on establishing highly conducive working environments for their board of

directors that easily enable them to generate new ideas in a highly productive manner on a

26 Nielson, J. (2014) Four Types of Innovation and the Strategic Choices Each One Represents. Available from:

https://www.innovationexcellence.com/blog/2014/01/12/four-types-of-innovation-and-the-strategic-choices-each-

one-represents/
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continuous basis. It can therefore be concluded that what determines a ‘brilliant and highly

functional boardroom’ is its ability to embrace, adapt, implement and uphold ‘innovation’.
1.8 Review Questions

1) Explain the various important factors that help to produce a brilliant and highly functional

board?
2) Discuss the meaning of the term ‘board of director’?

3) Define the terms ‘innovation and creativity’? Discuss the importance of innovation to both the

organization and the board?
4) Describe six examples of inspirational innovation centered global businesses?

5) Outline the six common habits that help to promote innovation and creativity in a board?

Discuss the three types of innovation?
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Chapter 2: Basic roles & functions in a board

After reading this chapter you should be able to:

e Describe the meaning of the term ‘director’.

e Outline eight different types of directors.

e Highlight the various characteristics of an effective director.

e Explain the meaning of the term ‘board committees’ and explain their role in an
organization.

e Discuss the five types of board committees and provide relevant examples.
2.1 Introduction

“Directors set the vision and long term goals of the organization. Directors are concerned with
the big-picture and use a ‘helicopter focus’, which involves steering the organisation towards its
goals and ensuring the day-to-day management of the organisation is consistently aligned with
the overall organisation’s vision. It is important to note that directors DO NOT replace the
management team. In fact, there is a very important distinction to be made between them.
Directors supervise and complement the role of the management team by offering long-term
planning, financial oversight, and inside knowledge. In contrast, the management team is
concerned with the operational running of the business™?’ (Institute of Directors New Zealand,

2019, https://www.iod.org.nz/). According to the Institute of Directors United Kingdom (loD

UK) (2019) it is for the board to judge, on a case-by-case basis, which stakeholders it treats as
'relevant' and which of their interests is appropriate to meet, taking into account the law, relevant
regulations and commercial considerations. In pursuing this key purpose, a board of directors
faces a uniquely demanding set of responsibilities and challenges. Each board member is
expected to recognise these challenges and ensure that they personally contribute to finding the
right balance between these various competing pressures. Each board should decide what it
needs to do in order to achieve its overall purpose and identify any gaps or deficiencies in what it

is already doing. The board is also encouraged to focus on those tasks that it must — or wishes to

¥ Institute of Directors New Zealand (2019) What Do Directors Do? Available from:

https://www.iod.org.nz/FirstDirectors/What-do-directors-do
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— undertake itself, and to decide which should more properly be carried out by senior

management?® (Institute of Directors United Kingdom, 2019, https://www.iod.com/). The

advantages of board of directors in an organization will be identified in the following section.
2.2 Importance/Advantages of the ‘board of directors’ to an organization

Many organizations are enjoying numerous advantages on a daily basis as a result of having
board of directors in their organizational structure. In general board of directors are the key
drivers of innovation and strategy in an organization which therefore makes them the lifeblood of
the organization as they help to determine its future or prosperity. According to Boland and

Hofstrand (2019):

2.1 “Recruit, supervise, retain, evaluate and compensate the manager. Recruiting, supervising,
retaining, evaluating and compensating the CEO or general manager are probably the most
important functions of the board of directors. Value-added business boards need to aggressively
search for the best possible candidate for this position”?**° (Boland and Hofstrand, 2019,

https://www.extension.iastate.edu; Boland, 2018, https://conservancy.umn.edu/). Board of

directors are generally involved in the recruitment and monitoring process of senior

management/business executives in an organization.

2.2 “Provide direction for the organization. The board has a strategic function in providing the
vision, mission and goals of the organization. These are often determined in combination with
the CEO or general manager of the business” (Boland and Hofstrand, 2019,

https://www.extension.iastate.edu; Boland, 2018, https://conservancy.umn.edu/).

28 Institute of Directors United Kingdom (IoD UK) (2019) What is the Role of the Board.
https://www.iod.com/services/information-and-advice/resources-and-factsheets/details/What-is-the-role-of-the-
board

2 Boland, M. and Hofstrand, D. (2019) The Role of the Board of Directors. Available from:

https://www.extension.iastate.edu/agdm/wholefarm/html/c5-71.html

30 Boland, Michael (2018). An Introduction to Cooperation and Mutualism. University of Minnesota Libraries
Publishing. Retrieved from the University of Minnesota Digital
Conservancy, https://conservancy.umn.edu/handle/11299/191871.
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2.3 “Establish a policy based governance system. The board has the responsibility of developing
a governance system for the business. The articles of governance provide a framework but the
board develops a series of policies. This refers to the board as a group and focuses on defining
the rules of the group and how it will function. In a sense, it’s no different than a club. The rules
that the board establishes for the company should be policy based. In other words, the board
develops policies to guide its own actions and the actions of the manager. The policies should be
broad and not rigidly defined as to allow the board and manager leeway in achieving the goals of

the business™! (Boland and Hofstrand, 2019, https://www.extension.iastate.edu; Boland, 2018,

https://conservancy.umn.edu/).

2.4 “Govern the organization and the relationship with the CEO. Another responsibility of the
board is to develop a governance system. The governance system involves how the board
interacts with the general manager or CEO. Periodically the board interacts with the CEO during
meetings of the board of directors™  (Boland and Hofstrand, 2019,

https://www.extension.iastate.edu; Boland, 2018, https://conservancy.umn.edu).

2.5 “Fiduciary duty to protect the organization’s assets and member’s investment. The board has
a fiduciary responsibility to represent and protect the member’s/investor’s interest in the
company. So the board has to make sure the assets of the company are kept in good order. This

includes the company’s plant, equipment and facilities, including the human capital (people who

work for the company” (Boland and Hofstrand, 2019, https://www.extension.iastate.edu; Boland,

2018, https://conservancy.umn.edu/).

2.6 “Monitor and control function. The board of directors has a monitoring and control function.
The board is in charge of the auditing process and hires the auditor. It is in charge of making sure

the audit i1s done in a timely manner each year” (Boland and Hofstrand, 2019,

31 Boland, Michael (2018). An Introduction to Cooperation and Mutualism. University of Minnesota Libraries
Publishing. Retrieved from the University of Minnesota Digital

Conservancy, https://conservancy.umn.edu/handle/11299/191871.

32 Boland, M. and Hofstrand, D. (2019) The Role of the Board of Directors. Available from:

https://www.extension.iastate.edu/agdm/wholefarm/html/c5-71.html
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https://www.extension.iastate.edu; Boland, 2018, https://conservancy.umn.edu/). The meaning of

the term director will be clearly discussed in the following section.

2.3 What is a director?

According to the Institute of Directors in the United Kingdom (2017, www.iod.com/) the director

is the most senior full-time executive of the company, except when there is an executive
chairman. The managing director is responsible for the performance of the company, as dictated
by the board’s overall strategy. The main purpose of the role is to direct and control the
company’s operations and to give strategic guidance and direction to the board to ensure that the
company achieves its mission and objectives. Both executive and non-executive directors are
classified as office holders/officers of the company. Non-executive directors will usually have a
letter of appointment, unlike executive directors who will have a contract of employment
employment, however as far as HMRC are concerned, they are both subject to taxation under
PAYE and to NI contributions, much as employees **(Institute of Directors in the United

Kingdom, 2017, https://www.iod.com/news/news/articles/What-is-a-director). The different

types of directors will be covered in the following section.

2.4 Types of Directors

There are several types of directors that are found in organizations nowadays. Effective
organizations often adopt a mixture of the different types of directors in order to grow and
increase shareholder value. The different types of directors in an organization are depicted in

Figure 2.1 below.

33 Institute of Directors (IoD) (2017) De Facto Directors and their Liabilities. Available from:

https://www.iod.com/services/information-and-advice/resources-and-factsheets/details/De-facto-directors-and-their-

liabilities
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Figure 2.1 Eight types of directors

Eight Types of Eight Types of
Directors Directors

De facto director

De jure director

Independent
director

Source: Modified: (Institute of Directors in New Zealand, 2018, SingaporeLegalAdvice, 2018; Institute of Directors,
2019, www.iod.com; Australian Institute of Company Directors, 2016, Rocket Lawyers, 2019).

As previously depicted by Figure 2.1 the eight different types of directors include the following:
2.4.1 Executive directors

“Executive directors have a dual role as employees of the company and as directors. As

directors they:

* have responsibilities, but must retain a degree of independence from their executive role
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* should be appointed as individuals, and not because of any position they hold within the

company

* must always be alert to the potential conflicts between their management interests and their

duties as a director.

An executive director brings an insider’s perspective to the table which can be very valuable
when discussing the operations of a company”* (Institute of Directors in New Zealand, 2018,

https://www.iod.org.nz/FirstBoards/How-to-set-up-a-board/Types-of-directors).

2.4.2 Non-executive directors

“These directors bring an outside perspective to the table and often a wealth of knowledge and
experience. A non-executive director may be representing a major shareholder but an
independent director will generally have no other links with the company other than sitting on
the board. Non-executive directors' principal role is to provide independent judgement. This

includes:

* outside experience and objectivity on all issues which come before the board

* understanding detailed knowledge of the company's business activities and on-going

performance, so they can make informed decisions
* recognising the division between the board and management.

The boundary often gets blurred in SMEs. For example, a non-executive director may be
appointed to fill a gap in knowledge and expertise, and end up assisting management in that

area” (Institute of Directors in New Zealand, 2018, https://www.iod.org.nz/FirstBoards/How-to-

set-up-a-board/Types-of-directors). Non-executive directors can also be referred to as ‘outside

directors’.

3% Institute of Directors in New Zealand (2018) Types of Directors. Available from:

https://www.iod.org.nz/FirstBoards/How-to-set-up-a-board/Types-of-directors
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2.4.3 De jure directors

“A de jure director of a company is a director who has been formally appointed to sit on the

board of directors (such as through an ordinary resolution of the members)”*

(SingaporeLegal Advice, 2018, https://singaporelegaladvice.com). **According to the Institute of

Directors (2019) a de jure director (meaning a director from law) is a director who is properly
appointed to the board and registered with Companies House. De jure directors (also informally
known as ‘Companies House directors’ or ‘registered directors’) will be either executive
(employed directors responsible for the day to day running of the company) or non-
executive (non-executive directors are not employees of the company, they provide independent
guidance to the executive directors). Whilst executive directors have the protection of
employment law in the same way as any other employee, there is no legal distinction between
executive and non-executive directors in terms of their directorships. Consequentially, executive

and non-executive directors have the same legal duties, responsibilities and potential liabilities®’

(Institute of Directors, 2019, www.iod.com).
2.4.4 Independent directors

“To gain true separation between management and governance it makes sense to include
independent board members. Some owners can feel threatened by this independence, but in the
end their outside thinking can enable the business to grow and develop valuable long-term
strategy”® (Institute of Directors in New Zealand, 2018,

https://www.iod.org.nz/FirstBoards/How-to-set-up-a-board/Types-of-directors). In general an

independent director can also be referred to as an ‘outside director’.

3 SingaporeLegal Advice (2018) Shadow Directors: Who are They and What Duties Do They Owe to the Company?

Available from: https://singaporelegaladvice.com/law-articles/shadow-directors

36 Institute of Directors (IoD) in the United Kingdom (2019) De facto Directors and their Liabilities. Available

from: https://www.iod.com/services/information-and-advice/resources-and-factsheets/details/De-facto-directors-

and-their-liabilities

37 Institute of Directors United Kingdom (2017) What is a Director? Available from:

https://www.iod.com/news/news/articles/ What-is-a-director

38 Institute of Directors in New Zealand (2018) Types of Directors. Available from:

https://www.iod.org.nz/FirstBoards/How-to-set-up-a-board/Types-of-directors
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2.4.5 De facto directors

According to SingaporeLegalAdvice (2018) in another scenario, a de facto director refers to a
person who openly acts as if they were a director without being formally appointed as one. For
example, a senior employee (who does not have a seat on the board of directors) given free rein
to make major decisions for the company, without any oversight by the (de jure) directors, will
likely be ade factodirector of the company®® (SingaporeLegalAdvice, 2018,

https://singaporelegaladvice.com). “A de facto director (meaning a director in fact or in reality) is

someone who has not been properly appointed and notified to Companies House as a director but
who nevertheless acts as a director and holds themselves out to third parties as a
director. Sometimes (but not always) they will have the word ‘director’ as part of a job
title. The de facto director will usually carry out all the duties of a director and can make the
decisions of a director, sign company documents and be treated as a director by de jure directors.
It is the role assumed by the individual, rather than the title used that determines whether an
individual is a director or not. The de facto director is also subject to the same legal duties,
responsibilities and potential liabilities as de jure directors and will be treated as such by the

courts in the case of a dispute”*® (Institute of Directors, 2017, www.iod.com).

2.4.6 Shadow directors

“A shadow director, however, does not openly claim to be a director. Neither does he openly
exercise the powers associated with directorship. Rather, a shadow director instructs or directs de
Jjure directors on matters which they should be deciding on their own, such as the overall growth

strategy of the company” (SingaporeLegalAdvice, 2018, https://singaporelegaladvice.com).

# According to the Institute of Directors (2019) a shadow director is ‘a person in accordance
with whose directions or instructions the directors of the company are accustomed to act’

(Section 251 The Companies Act, 2006). Note the reference to ‘person’ as opposed to

3 SingaporeLegal Advice (2018) Shadow Directors: Who are They and What Duties Do They Owe to the Company?

Available from: https://singaporelegaladvice.com/law-articles/shadow-directors

40 Institute of Directors United Kingdom (2017) What is a Director? Available from:

https://www.iod.com/news/news/articles/ What-is-a-director

41 Institute of Directors (IoD) in the United Kingdom (2019) De facto Directors and their Liabilities. Available

from: https://www.iod.com/services/information-and-advice/resources-and-factsheets/details/De-facto-directors-

and-their-liabilities
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‘individual’ meaning that a company can also be seen as a shadow director. A shadow director
cannot carry out these acts themselves and probably acts behind the scenes as there is a reason
that they cannot be appointed formally. A body corporate will not usually be regarded as a
shadow director of its subsidiaries but a ‘dominant individual’ at the parent company could be.
Advice given in a professional capacity (for example by lawyers or accountants) is not sufficient
to make a person a shadow director but banks looking to protect loans made to a company or a
‘company doctor’ working on a corporate recovery plan could potentially be shadow directors*?

(Institute of Directors, 2019, www.iod.com).

2.4.7 Nominee directors

A nominee director refers to an individual director who is selected by the co-owner or a
shareholder of an organization to become part of the board and they generally have
unquestionable loyalty and trust to the co-owner or shareholder who made their appointment
decision while simultaneously they must consistently uphold the interests of the organization. In
general it is the fiduciary duty of a nominee director to put the best interests of the organization
first and after doing so they may act in the best interests of their nominator as this helps to avoid
conflict ~ of interest  (Australian Institute of Company Directors, 2016,

https://aicd.companydirectors.com.au/).

2.4.8 Statutory directors

#<«<Statutory directors have legal rights and duties. They collectively act and make decisions on
behalf of the company. Saying someone 'sits on the Board of Directors' (the Board) or 'has been
appointed to the Board' just means they are a statutory director. 'Directors’ who are not statutory

directors. Sometimes, departmental heads are called directors (e.g. Director of Communications)

4 Institute of Directors United Kingdom (2017) What is a Director? Available from:

https://www.iod.com/news/news/articles/ What-is-a-director

43 Australian Institute of Company Directors, 2016, Board Composition: Types of directors, Resources, Sydney,

https://aicd.companydirectors.com.au/-/media/cd2/resources/director-resources/director-tools/pdf/05446-1-10-mem-

director-t-be-types-of-directors a4 web.ashx (accessed 28 Sept 2019) p5

4 Rocket Lawyers (2019) Different Types of Company Director. Available from;

https://www.rocketlawyer.co.uk/article/different-types-of-company-director.rl
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even though they are not statutory directors. Confusingly, if such individuals have not been
appointed to the Board they do not have the legal rights and duties of a statutory director”

(Rocket Lawyers, 2019, https://www.rocketlawyer.co.uk). The following section will cover the

characteristics of an effective director.
2.5 Characteristics of an effective director

#According to the Institute of Directors in the United Kingdom (2002) cited in Institute of
Directors in the United Kingdom (2017, www.iod.com) the six key attributes of an effective
director. At the Institute of Directors, we believe that excellence and professionalism in the
boardroom are essential for business. *°The following are based upon and adapted from the key

attributes developed by the IoD in the publication ‘Standards for the Board’:
2.5.1 Strategic perception

* Change-orientation: Alert and responsive to the need for change. Encourages new initiatives
and the implementation of new policies, structures and practices.

* Creativity: Generates and recognises imaginative solutions and innovations.

 Foresight: Is able to imagine possible future states and characteristics of the company in a
future environment.

» Organisational awareness: Is aware of the company’s strengths and weaknesses and of the
likely impact of the board’s decisions upon them.

* Perspective: Rises above the immediate problem or situation and sees the wider issues and
implications. Is able to relate disparate facts and see all relevant relationships.

» Strategic awareness: Is aware of the various factors which determine the company’s
opportunities and threats (for example, shareholder, stakeholder, market, technology,

environmental and regulatory factors).

4 Institute of Directors (2002) ‘Standards for the Board’ cited in Institute of Directors in the United Kingdom
(2017). Available from: www.iod.com

46 Institute of Directors (2002) Standards for the Board: Improving the Effectiveness of Your Board (Good practice
for directors). Paperback — 19 April.
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2.5.2 Decision making

* Critical faculty: Probes the facts, challenges assumptions, identifies the (dis)advantages of
proposals, provides counter arguments, ensures discussions are penetrating.

* Decisiveness: Shows a readiness to take decisions and take action. Is able to make up his/her
mind.

» Judgment: Makes sensible decisions or recommendations by weighing evidence, considers

reasonable assumptions, the ethical dimension, and factual information.
2.5.3 Analysis and the use of information

» Consciousness of detail: Insists that sufficiently detailed and reliable information is taken
account of, and reported as necessary.

* Eclecticism: Systematically seeks all possible relevant information from a variety of sources.

* Numeracy: Assimilates numerical and statistical information accurately, understands its
derivation and makes sensible, sound interpretations.

* Problem recognition: Identifies problems and identifies possible or actual causes*’ (Institute of
Directors, 2002 cited in Institute of Directors in the United Kingdom, 2017, www.iod.com).
Furthermore, according to the Institute of Directors in the United Kingdom (2002) cited in

Institute of Directors in the United Kingdom (2017, www.iod.com):
2.5.4 Communication,

* Listening skills: Listens dispassionately, intently and carefully so that key points are recalled
and taken into account, questioning when necessary to ensure understanding.

* Openness: Is frank and open when communicating. Willing to admit errors and shortcomings.

47 Institute of Directors (2002) ‘Standards for the Board’ cited in Institute of Directors in the United Kingdom
(2017). Available from: www.iod.com

8 Institute of Directors (2002) Standards for the Board: Improving the Effectiveness of Your Board (Good practice
for directors). Paperback — 19 April.
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* Verbal fluency: Speaks clearly, audibly and has good diction. Concise, avoids jargon and tailors
content to the audience’s needs.

* Presentation skills: Conveys ideas, images and words in a way that shows empathy with the
audience.

» Written communication skills: Written matter is readily intelligible; ideas, information and
opinions are conveyed accurately, clearly and concisely.

* Responsiveness: Is able to invite and accept feedback™®.
2.5.5 Interaction with others

* Confidence: Is aware of own strengths and weaknesses. Is assured when dealing with others.
Able to take charge of a situation when appropriate.

* Coordination skills: Adopts appropriate interpersonal styles and methods in guiding the board
towards task accomplishment. Fosters cooperation and effective teamwork.

* Flexibility: Adopts a flexible (but not compliant) style when interacting with others. Takes their
views into account and changes position when appropriate.

* Presence: Makes a strong positive impression on first meeting. Has authority and credibility,
establishes rapport quickly.

* Integrity: Is truthful and trustworthy and can be relied upon to keep their word. Does not have
double standards and does not compromise on ethical and legal matters.

* Learning ability: Seeks and acquires new knowledge and skills from multiple sources,
including board experience.

» Motivation: Inspires others to achieve goals by ensuring a clear understanding of what needs to
be achieved and by showing commitment, enthusiasm, encouragement and support.

* Persuasiveness: Persuades others to give their agreement and commitment; in face of conflict,
uses personal influence to achieve consensus and/or agreement.

* Sensitivity: Shows an understanding of the feelings and needs of others, and a willingness to

provide personal support or to take actions as appropriate.

4 Institute of Directors (2002) Standards for the Board: Improving the Effectiveness of Your Board (Good practice
for directors). Paperback — 19 April.
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2.5.6 Achievement of results

* Business acumen: Has the ability to identify opportunities to increase the company’s business
advantage.

* Delegation skills: Distinguishes between what should be done by others or by themselves.
Allocates decision making or other tasks to appropriate colleagues and subordinates.

» Exemplary: Sets challenging but achievable goals and standards of performance for self and
others.

* Drive: Shows energy, vitality and commitment.

* Resilience: Maintains composure and effectiveness in the face of adversity, setbacks,
opposition or unfairness>’.

* Risk acceptance: Is prepared to take action that involves carefully calculated risk in order to
achieve a desired benefit or advantage.

* Tenacity: Stays with a position or plan of action until the desired objectives are achieved or
require adaptation®' (Institute of Directors, 2002 cited in Institute of Directors in the United
Kingdom, 2017, www.iod.com). The next section will cover the roles of a director in a nonprofit-

making organization.

2.6 Roles and responsibilities of directors in a ‘nonprofit making’ organization

“Board members are the fiduciaries who steer the organization towards a sustainable future by
adopting sound, ethical, and legal governance and financial management policies, as well as by
making sure the nonprofit has adequate resources to advance its mission”? (National Council of
Nonprofits.org, 2019, www.councilofnonprofits.org). According to the National Council of

Nonprofits.org (2019) THE BASICS. What’s the role of the board of directors of a nonprofit

corporation? ;Cudles son las responsabilidades legales de una junta directiva sin fines de

30 Institute of Directors (2002) Standards for the Board: Improving the Effectiveness of Your Board (Good practice
for directors). Paperback — 19 April.

3! Institute of Directors (2002) ‘Standards for the Board’ cited in Institute of Directors in the United Kingdom
(2017). Available from: www.iod.com

52 National Council of Nonprofits.org (2019) Board Roles and Responsibilities. Available from:

https://www.councilofnonprofits.org/tools-resources/board-roles-and-responsibilities
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lucro? Just as for any corporation, the board of directors of a nonprofit has three primary legal

duties known as the “duty of care,” “duty of loyalty,” and “duty of obedience.”

* Duty of Care: Take care of the nonprofit by ensuring prudent use of all assets, including

facility, people, and good will;

* Duty of Loyalty: Ensure that the nonprofit's activities and transactions are, first and foremost,
advancing its mission; Recognize and disclose conflicts of interest; Make decisions that are in
the best interest of the nonprofit corporation; not in the best interest of the individual board

member (or any other individual or for-profit entity).

* Duty of Obedience: Ensure that the nonprofit obeys applicable laws and regulations; follows its

own bylaws; and that the nonprofit adheres to its stated corporate purposes/mission.

However, a board of directors does not exist solely to fulfill legal duties and serve as a fiduciary
of the organization’s assets. Board members also play very significant roles providing guidance
to nonprofits by contributing to the organization’s culture, strategic focus, effectiveness, and
financial sustainability, as well as serving as ambassadors and advocates. Beyond fulfilling legal
duties, board members can be important resources for the organization in multiple ways

(National Council of Nonprofits.org, 2019, https://www.councilofnonprofits.org/tools-

resources/board-roles-and-responsibilities). The next section will cover the roles of directors in a

profit making organization.
2.7 Roles and responsibilities of directors in a ‘profit making’ organization

3«Role - The role of the director is to:

» consider the strategic vision for the company
» offer fresh thinking and additional skills and knowledge
* have extensive networks to help the company grow

» act in good faith and in the best interests of the company

>3 Institute of Directors New Zealand (2019) What Do Directors Do? Available from:

https://www.iod.org.nz/FirstDirectors/What-do-directors-do
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* have no conflicts of interest with the company
» ensure that the company remains solvent
* not take advantage of their position as a director for personal profit (i.e. insider trading).

The value of directors comes to bear at meetings — a good board will try to debate an issue from
every angle before coming to a decision. A director should be prepared, informed, and ready to
debate and think about the strategic future. Some directors will have general skills, while others
more specific, either way, they will add value to the company with a fresh perspective” (Institute

of Directors New Zealand, 2018, https:// www.iod.org.nz/FirstDirectors/What-do-directors-do).

All the relevant information about a board committee will discussed in-depth in the following

section.

2.8 What are board committees?

> According to Jo Iwasaki cited in Acca Global (2019) What are board committees and their
functions? Boards may assign specific tasks to committees to help them fulfill their diverse range
of responsibilities. Committees can deal with specific tasks for which the board is responsible,
but which it does not necessarily have enough time and resource to manage. By delegating tasks
to committees, boards can spend their time more efficiently. Board committees meet according
to their task, and as specified in their terms of reference. This might be at a specific time of the
year (e.g. coinciding with the financial reporting and audit cycle for the company’s audit
committee) or at certain intervals. It is important that prospective board members consider
whether they have sufficient time to dedicate not only to the work of the board, but also to that of
a committee or committees because board committees are usually made up of a sub-selection of
board members. While it is not mandatory to have board committees, particularly in companies
that are not listed, many corporate governance codes, recommend as a best practice that
companies set up an audit committee and, particularly in the case of large companies,
remuneration and nomination committees. Many companies, especially in the financial services
sector, also have ethics and risk committees (Jo Iwasaki cited in Acca Global, 2019,

https://careers.accaglobal.com/careers-advice/sectors-and-specialisms/neds-and-trustees-

>4 Jo Twasaki cited in Acca Global (2019) Sectors and Specialisms: NED and Trustee Advice. Available from:

https://careers.accaglobal.com/careers-advice/sectors-and-specialisms/neds-and-trustees-advice/what-are-board-

committees-and-their-functions.html
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advice/what-are-board-committees-and-their-functions.html). The brief overview of the three

common board committees that are found in most of the boards in organizations will be

discussed in detail in the next section.

2.8.1 Key board committees

Board committees vary according to the various aims of the board and organization. The five

common board committees are depicted in Figure 2.2 below.

Figure 2.2 Five common board committees

Audit Committee

A Y

),
\

.

\

Ethics & Compliance
Committee

Health, safety &
sustainability committee

Source: Modified: (Jo Iwasaki cited in Acca Global, 2019; Airbus, 2019; LafargeHolcim, 2019).

As depicted by Figure 2.2 above the five common key board committees include the following:

2.8.1.1 “Audit committee - The primary task of the audit committee is to oversee the relationship
with external auditors to ensure the quality of the company’s financial statements. The audit
committee’s role includes making recommendations on the appointment and reappointment of
the external auditors, their remuneration, and their terms of engagement. For this task, it is
essential that you keep up to date on the relevant professional and regulatory requirements within
your jurisdiction. It is often the case that the audit committee membership must have relevant
financial (and possibly auditing) expertise and experience. This is because the audit committee
will be reviewing, and reporting to the board on, the most critical accounting policies, which are
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the basis for the financial reports. Another important task for the audit committee is to provide
the link between the internal and external auditors. On behalf of the board, the audit committee
receives reports from the internal auditors and, through its relationship with the external auditors,
it is then well placed to advise the board on the necessary next steps. This is why the audit
committee is often an integral part of a company’s risk management and internal control

systems™> (Jo Iwasaki cited in Acca Global, 2019, https://careers.accaglobal.com/careers-

advice/sectors-and-specialisms/neds-and-trustees-advice/what-are-board-committees-and-their-

functions.html). A typical good example of an organization with a board that has made effective
use of audit committees is the ‘Royal Bank of Canada’ (RBC). The current Chair of the Board of
RBC is Ms. Kathleen Taylor and the current President & CEO of RBC is Mr. David McKay. The
other board of directors of the ‘Royal Bank of Canada’ (RBC) include: Mr. Andrew A.
Chisholm, Ms. Jacynthe Coté, Mr. Toos N. Daruvala, Mr. Frank M. Vettese, Mr. David. F.
Denison, Ms. Alice D. Laberge, Mr. Michael H. McCain, Ms. Heather Munroe-Blum, Ms.
Bridget A. van Kralingen, Mr. Thierry Vandal and Mr. Jeffery W. Yabuki®® (Royal Bank of
Canada, 2019, http://www.rbc.com/governance/directors.html). >’ According to the Royal Bank

of Canada (2019:1) General Purpose - The Audit Committee is responsible for assisting the
Bank’s board of directors (the “Board”) in its oversight of (i) the integrity of the Bank’s financial
statements; (i1) the qualifications, performance and independence of the external auditors; (iii)
the performance of the Bank’s internal audit function; (iv) internal controls; and (v) compliance
with legal and regulatory requirements (Royal Bank of Canada,

2019:1, http://www.rbc.com/governance/ _assets-custom/pdf/audit-committee-mandate.pdf).

Reproduced with permission of Royal Bank of Canada.

35 Jo Iwasaki cited in Acca Global (2019) Sectors and Specialisms: NED and Trustee Advice. Available from:

https://careers.accaglobal.com/careers-advice/sectors-and-specialisms/neds-and-trustees-advice/what-are-board-

committees-and-their-functions.html

%6 Royal Bank of Canada (2019) Directors. Available from: http://www.rbc.com/governance/directors.html

Reproduced with permission of Royal Bank of Canada.

57 Royal Bank of Canada (2019) Audit Committee Mandate. Available

from: http://www.rbc.com/governance/_assets-custom/pdf/audit-committee-mandate.pdf Reproduced with
permission of Royal Bank of Canada.
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2.8.1.2 “Remuneration committee - Remuneration packages for executives have been in the
spotlight for years. It is one of the areas on which shareholders regularly focus at AGMs around
the world. The debate around executive pay is of interest to shareholders, the media and
legislators alike. The members of remuneration committees must keep independence,
transparency and potential conflicts of interest at the front of their minds when deciding on pay
arrangements. The design of remuneration policies should be linked to the achievement of the
company’s long-term success, but there is no simple answer that works for every company. This
is one of the reasons that many jurisdictions call for disclosures of the remuneration of board
members and key executives. This enables investors to assess the costs and benefits of
remuneration plans and the contribution of incentive schemes, such as stock options, to company
performance in the long and short term. Disclosure requirements may include the remuneration
policy and not just the total value of compensation arrangements, so members of the
remuneration committee will need to check the relevant regulations, governance code, and
possibly best practices that are available. The composition of the committee is also important. It
is essential that no one should be involved in deciding his or her own remuneration. All, or a
majority of, remuneration committee members will be independent directors, and executives are

excluded” (Jo Iwasaki cited in Acca Global, 2019, https://careers.accaglobal.com/careers-

advice/sectors-and-specialisms/neds-and-trustees-advice/what-are-board-committees-and-their-

functions.html).

2.8.1.3 “Nomination committee - The nomination committee is responsible for leading the board
appointment process, considering the requirements of the company and making
recommendations to the board. This responsibility covers both executive and non-executive
directors. Historically, the nomination committee might have attracted less attention from
stakeholders than the audit and remuneration committees. This is changing, however, as the
benefits of diversity on boards have become more widely recognised. The aftermath of the
financial crisis reinforced the importance of oversight and rigour in the boardroom. The diversity
debate first focused on the board as a whole, and on diversity of gender. Now, the scope of the
debate is widening to include the executive pipeline and diversity beyond gender. Some
countries encourage or require an employee representative on the board. Other companies, in an
attempt to increase the diversity of thought among board members, are experimenting with

techniques such as psychometric profiling. The board has to explore what composition is most
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likely to achieve its overall strategic aims. The solution will be different from company to
company, and it may change over time”® (Jo Iwasaki cited in Acca Global, 2019,

https://careers.accaglobal.com/careers-advice/sectors-and-specialisms/neds-and-trustees-

advice/what-are-board-committees-and-their-functions.html).

2.8.1.4 Ethics & Compliance Committees are established in an organization to help enforce
compliance with the organization’s rules and practices that are concerned with upholding ethical
conduct and integrity amongst board members including the organization. A good example of an
organization that uses Ethics & Compliance Committees is the leading commercial aircraft
manufacturer ‘Airbus SE’ which is headquartered in Leiden in the Netherlands. >®According to
Airbus (2019) The Ethics and Compliance Committee assists the Board in overseeing Airbus’
culture and commitment to ethical business and integrity. It oversees the Company's ethics
and compliance programme, organisation and framework for the effective governance of
ethics and compliance, including all associated internal policies, procedures and controls

(Airbus, 2019, www.airbus.com).

2.8.1.5 “Health, safety & sustainability committee - This committee supports and advises the
Board of Directors on the development and promotion of a healthy and safe environment for
employees and contractors as well as on sustainable development and social responsibility. It is

also responsible for the following:

* Overseeing the resources and processes to be employed to minimize or eliminate risks to health

and safety

* Overseeing health and safety performance of the Company, its employees and contractors

58 Jo Twasaki cited in Acca Global (2019) Sectors and Specialisms: NED and Trustee Advice. Available from:

https://careers.accaglobal.com/careers-advice/sectors-and-specialisms/neds-and-trustees-advice/what-are-board-

committees-and-their-functions.html

39 Airbus (2019) Board and Board Committees. Available from: https://www.airbus.com/company/corporate-

governance/board-and-board-committees.html
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* Reviewing compliance with relevant health and safety legal and regulatory requirements, and

internal policies and procedures®’

» Assessing performance and use of resources through reviews and audits, including periodic
formal reviews of the Company’s health and safety performance” (LafargeHolcim, 2019,

https://www.lafargeholcim.com/committees). The conclusion of this chapter will be covered in

the following section.

2.9 Conclusion

Board of directors must first be aware that in the boardroom they represent the interests of
shareholders and the other stakeholders of the organization. The key benefits an organization can
easily enjoy as a result of having a board include: the ability to properly evaluate its performance
and productivity levels by fully utilizing the high intellectual capital and experience of its board
of directors while on the other hand the organization is able to consistently keep up-to-date or
comply with new legislation that affect its vision and mission statement. In general highly
competent board of directors’ tend to be attentive and responsive to change since it is interrelated
to innovation in the organization. It can be concluded that highly functional committees with the

task of handling particular board responsibilities fall under the scope of the board of directors.

2.10 Review questions

1) Discuss the importance of directors to an organization giving relevant examples?

2) Define the term ‘board of director’? Describe in detail the eight different types of directors?
3) Identify the various characteristics of an effective director?

4) Define the term ‘board committees’ and explain their role in an organization?

5) Describe five types of board committees and provide relevant examples?

60 LafargeHolcim (2019) Committees. Available from: https://www.lafargeholcim.com/committees
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Chapter 3: Innovation leads to change

After reading this chapter you should be able to:

e Define the terms ‘change’ and ‘innovation culture’.

e Explain the difference that exists between innovation and change. Describe the
importance of change to the organization and the board. Discuss the different types of
change in an organization.

e Highlight the importance of culture in an organization. Discuss how to adopt an
innovation culture. Describe the innovation culture management process.

e Describe how to align innovation culture to corporate strategy.

e Explain how to maintain an innovation driven culture in the organization and board.

3.1 Introduction

In this 21 century the interrelation that exists between change and innovation has totally made it
critically important for any board in any type of organization to shift their focus towards
adopting continuous change management and innovation approaches or practices when
conducting their day-to-day board responsibilities and duties. A highly functional board in any
organization embraces change and is fully knowledgeable of the fact that the gateway to change
is through implementing innovation in the board’s decision making process, strategic planning
process, application of governance practices, training or coaching programs and other various
day-to-day responsibilities of the board. The global economy and its markets have now become
highly unpredictable as a result of the ever-changing new developments in technology, consumer
behavior, socio-demographic patterns of consumers, international trade activities and so on.
Nowadays it has therefore become a necessity for board of directors to be fully capable of
managing both planned and unplanned change in order to easily cope with the present day highly
unpredictable global economy and or market. Brilliant and highly functional boards nowadays
reach their future vision after going through various change processes and carrying-out effective
planning. Therefore, establishing change begins with developing a vision for change followed by
the empowerment of board members to play the role of change agents in order to achieve that
vision. One of the simple definitions of change is when an organization embraces a different way

of doing things (for instance a new method, system, procedure or policy) or an idea that is
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completely new to it in its own way®! (Wang, Lim and Kamardeen, 2012:13). Most importantly
change enables the organization and its board to explore new opportunities and improve its
innovativeness despite the fact that it is quite complex to define under any situation especially in
the context of the modern day technologies being adapted by most of the organizations today®>
(Richards, 2006 cited in Gomez and Gomez, 2016:60). It is no secret that the most highly
functional boards in the business world today are well informed that innovation is a critical
decisive factor towards attaining business development. On the other hand it is important to point
out that some of the organizations operating in certain industries or economic sectors located in
different parts of the world tend to consistently experience innovation processes that are either
‘stagnant or slowly progressing’ and this is caused by the lack of expertise and innovators to
fully utilize in order to sufficiently develop an effective innovation culture. In general the drivers
of an organization’s progress are the board of directors and their team of employees but in order
for progress to be sustainable in the long term in any type of organization an innovation culture
must first be adopted in the corporate philosophy by the board®® (Dr. Jens-Uwe Meyer cited in

Innolytics, 2019, https://innolytics-innovation.com/). The meaning of the terms ‘change’ and

‘innovation culture’ will be discussed in the next section.

3.2 Definitions of the terms ‘change’, ‘culture’ and ‘innovation culture’

Today there are many definitions about change management that have been developed by several
academics and other theorists due to the fact that change plays an important part in the continued
long term survival of any organization. **“We can define change management as when the

organization decides to alter the present mode of business activities into a new model in order to

% Wang, Z., Lim, B. and Kamardeen, 1. (2012) Volatility in Construction: Different Dimensions and Types of

Changes, Australasian Journal of Construction Economics and Building Conference Series, 1(2), p13-15.

2 Gomez, M.B. and Gomez, S. (2016) Organizational Change and Development. European Scientific Journal Vol
12(22), p56-58.

8 Dr. Jens-Uwe Meyer cited in Innolytics (2019) Innovation Culture. Available from: https:/innolytics-

innovation.com/innovation-culture/

% Hashim, M. (2013) Change Management. International Journal of Academic Research in Business and Social

Sciences Vol 3(7), p685-687.
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cope with the rapid changes of the business world while keeping in mind the profit maximization
factor” (Hashim, 2013:685). In addition change management is the process of transforming
organizations to help make them function better through implementing new systems, processes,
knowledge and so on (Wang et al, 2012:13). The term ‘culture’ is widely used in various
academic fields and several definitions have been developed by numerous leading academics,
industry experts, sociologists and so on. The term ‘culture’ is broad and it refers to the social
behavior, beliefs, values, heritage and practices that are shared by a group of people or society

(Rudolph. Patrick.T. Muteswa, 2019). “In his scientific book ‘The Innovation Capability of

Companies’, Innolytics® Managing Director Dr. Jens-Uwe Meyer defines the term, on the basis
of 200 international studies, as the following: ‘The ability of a company to exploit the individual
creativity of its employees by creating social environments to develop ideas and implement
innovations of different degrees of innovation’”% %(Dr. Jens-Uwe Meyer cited in Innolytics,

2019, https:/innolytics-innovation.com/). $’According to Emprechtinger (2019) the culture of

innovation, on the other hand, describes a specific form of corporate culture that is primarily
intended to promote the development of innovations within the company (Emprechtinger, 2019,

https://www.lead-innovation.com/). The various differences that exist between innovation and

change will be covered in the following section.

3.3 Difference between innovation and change

Many directors and entrepreneurs located in various parts of the world nowadays often make the
mistake of using the words ‘innovation’ and ‘change’ synonymously as if they have a similar
meaning. In general there are numerous differences that exist between the terms innovation and

change. These differences are depicted in Table 3.1 below.

% Dr. Jens-Uwe Meyer cited in Innolytics (2019) Innovation Culture. Available from: https:/innolytics-

innovation.com/innovation-culture/

% Dr. Jens-Uwe Meyer (2019) The Innovation Capability of Companies. Available from:

Http://www.businessvillage.de/Dle-Innovationsfaehigkeit-von-Unternehmen/eb-973 .html

7 Emprechtinger, F. (2019) What is Innovation Culture. Available from: https://www.lead-innovation.com/english-

blog/what-is-innovation-culture
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Table 3.1 Common differences between innovation and change

Innovation

Change

Innovation is generally perceived to be a process

that is adopted to achieve a certain goal or result.

Change is generally based on the shifting of old
behavior to new behavior in order to achieve a

desired outcome.

Innovation can only occur and succeed if certain
foundational principles have been developed since

it is structural in nature.

Change is sudden and it can only succeed after
certain modifications have taken place on the

organization’s processes, systems and so on.

Innovation is centered on acquiring technical
knowhow that is focused on how to cope and
strategically handle uncertainty or things unknown

to the organization.

Change generally aims to change old behavior to
new behavior in order to achieve desired outcome
of things known to the organization and by doing
so it creates certainties or predictability in the

process.

Innovation of any kind generally encompasses

change.

Every change that occurs nowadays generally does

not include innovation.

Innovation often takes place after a series of change

initiation failures and successes.

Change initiations generally do not result in

innovation.

The various reasons why change is important to an organization will be covered in the following

section.

57




3.4 Importance of change to the organization and the board

A board that accepts that change is unavoidable and it is something that occurs in the operational
life of any organization on a daily basis in this modern-day business environment is more likely
to easily move forward towards anchoring an innovation culture. Nowadays most of the change
interventions in organizations aim to achieve a certain objective or goal. Some of the reasons

why change is important to an organization and the board are outlined below:

* Change empowers an organization to be flexible towards the rapidly dynamic business

environment in particular technology.

 Change helps the organization and the board to align the change process to the organization’s

strategic objectives and strategy.

» Change helps the organization and the board to increase the organization’s productivity,

efficiency and quality management in a well planned manner.

» Change helps the organization and the board to establish new better ways of doing things and
eliminate old ineffective methods of doing things. The common types of change that occur in
organizations nowadays will be covered in the following section.

3.5 Types of change in an organization

The different types of changes that commonly occur in organizations are depicted in Figure 3.1

below.
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Figure 3.1 The five common types of organizational change

Source: Modified: (Metre, 2009:22)

* Operational changes — this is the change that impacts the manner in which current operations
of the organization are carried-out for instance the mechanization/computerization of a certain

stage of the production process.

* Strategic changes — therefore this type of change is the change that takes place in the strategic
business vision or plan for example expanding the business from a regional or retail chain to a
national retail chain (Metre, 2009:22). Therefore, strategic change alters the organization’s
strategy to: (1) enhance its core competencies, (2) diversify its operations and (3) strengthen its
momentum. A typical example of strategic change is when Nordburg, Denmark-based
organization called Danfoss which is the world’s leading supplier of energy-efficient and

innovative solutions acquired Visedo Oy®® (Danfoss, 2017:6). “On November 1, 2017, Danfoss

% Danfoss Group (2017) Interim Announcement Financial Highlights 1*' to 3" Quarter. Available

from: http://files.danfoss.com/download/CorporateCommunication/Financial/InterimAnnouncement/Interim-

announcement-first-to-third-quarter-2017.pdf
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announced the acquisition of Visedo Oy, a world-leading expert in electric solutions for the
marine and off-highway market, based in Finland. With this step, Danfoss enables access to
electric solutions, which will further strengthen the business and market position of Danfoss

Power Solutions”® (Danfoss, 2017:6).

* Cultural changes — these are changes that affect an organization’s founding principles, values
or beliefs of how it should carry-out its day-to-day operational activities to achieve the set
organizational goals and objectives. For example, the human resources department can introduce
a performance bonus system into the organization’® (Metre, 2009:22),

* Cost cutting changes — any operational change initiative that is carried-out in the organization
with the aim of lowering the costs of conducting business is referred to as ‘cost cutting change’
and this is one of the most common type of change nowadays due to the high volatility of the
global business environment. Thus, cost cutting changes in an organization can include shutting
down inefficient plants, divisions and so on (Metre, 2009:22). Cost cutting changes also
encompasses cutting down on all wasteful expenses that end up lowering the organizations’
operating income it uses to meet its short and long term financial obligations. A typical good
example of a cost cutting change is when leading global Australian airliner Qantas Airways
conducted its first Australian commercial biofuel flight on 13 April 20127! (Qantas, 2012).
“Founded in the Queensland outback in 1920, Qantas has grown to be Australia's largest
domestic and international airline. Registered originally as the Queensland and Northern
Territory Aerial Services Limited (QANTAS), Qantas is widely regarded as the world's leading
long distance airline and one of the strongest brands in Australia. We've built a reputation for
excellence in safety, operational reliability, engineering and maintenance, and customer service.

The Qantas Group's main business is the transportation of customers using two complementary

% Danfoss Group (2017) Interim Announcement Financial Highlights 1*' to 3" Quarter. Available

from: http://files.danfoss.com/download/CorporateCommunication/Financial/InterimAnnouncement/Interim-

announcement-first-to-third-quarter-2017.pdf

"0 Metre, C. (2009) Deriving Value from Change Management. Available from:

https://repository.upenn.edu/cgi/viewcontent.cgi?referer=https://www.google.co.zw/&httpsredir=1&article=1027&c

ontext=od_theses msod

"I Qantas (2012) Creating a Sustainable Future with Aviation Biofuels. Available from:

http://www.gantas.com/travel/airlines/sustainable-aviation-fuel/global/en
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airline brands - Qantas and Jetstar”’?> (Qantas, 2019, https://www.qgantas.com/au/en/about-

us.html). “Australia’s first commercial biofuel flights. On 13 April 2012, Qantas operated
Australia's first commercial flight powered by aviation biofuel using an Airbus A330. The
Airbus A330 was powered with a 50:50 blend of biofuel and conventional jet fuel in one engine.
Creating a sustainable future with aviation biofuels. Qantas works hard to improve its fuel
efficiency, and the next logical step in creating a more sustainable industry is to encourage the
development of aviation biofuel. Unlike fossil fuels, biofuels can be created sustainably. We've
already made Australia's first commercial biofuel flight, and now we're using our landmark
Qantas Future Planet research to promote and develop the widespread use of aviation biofuel.
World first USA to Australia biofuel flight. In January 2018 we operated the world's first
dedicated biofuel flight between the United States and Australia: QF96 from Los Angeles to
Melbourne. The historic trans-Pacific 15-hour flight operated with approximately 24,000kg of
blended  biofuel, saving 18,000kg in carbon emissions””®  (Qantas, 2019,

http://www.gantas.com/travel/airlines/sustainable-aviation-fuel/global/en). During the 2008 —

2009 global economic recession several organizations mainly financial institutions in the United
States of America and the European Union including other parts of the world carried-out cost
cutting changes such as retrenchments, closure of some of their bank branches, selling of
subsidiary businesses in order to operate profitably.

* Process change — this is change that focuses on how change can be attained to improve the

organization’s effectiveness and efficiency (Metre, 2009:22).

3.5.1 Other 12 common types of organizational change
The other 12 common types of organizational change that occur in our current modern day

organizations are depicted in Figure 3.2 below.

2 Qantas (2019) About Us. Available from: https://www.qgantas.com/au/en/about-us.html
3 Qantas (2019) Creating a Sustainable Future with Aviation Biofuels. Available from:

http://www.gantas.com/travel/airlines/sustainable-aviation-fuel/global/en
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Figure 3.2 The twelve common types of organizational change

Source: Modified: (Change Activation, 2018, https://changeactivation.com )

3.5.1.1 Radical change

“It refers to the large scale transition to a different state of operation affecting the entire
organization. To maximize engagement, encourage staff to consider what the things about their
organization are intrinsic regardless of its structure. It is also known as ‘fundamental change’”’*

(Change Activation, 2018).

3.5.1.2 Incremental change

“It refers to the continuous, small improvements made to an organization on an on-going
manner. This may be the result of a continuous improvement program such as Total Quality

Management” (Change Activation, 2018).

74 Change Activation (2018) 12 Common Types of Organizational Change. Available from:

https://changeactivation.com/change-management-resources/12-common-types/#. WsIsf nwbIV
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3.5.1.3 Developmental change

“It is designed to increase the capacity of the organization without incurring significant shifts in
operating structures or process re-engineering. It aims to maximize engagement, emphasize the
stabilizing nature of the improvements being made to the organization”” (Change Activation,
2018).

3.5.1.4 Remedial change

“It occurs in reaction to a problem, threat or challenge faced by an organization. Effectiveness of
change efforts can be gauged relatively by judging whether the problem has been resolved.

Sometimes also known as unplanned changes” (Change Activation, 2018).

3.5.1.5 Transformational change

“It involves a re-imagining of an organization’s vision, organizing principles, processes, way of
working, products & services. It requires significant buy-in from all levels of staff and is
typically led in a top-down manner. To maximize engagement, ensure communications about the

transformation are; clear, coherent and consistent” (Change Activation, 2018).

3.5.1.6 Process & system change

“It refers to the shifts to workflows, information pathways, resource allocation, and production
systems designed to optimize how an organization creates and captures value. Such changes may

also require significant behavior changes from individuals affected” (Change Activation, 2018).

3.5.1.7 People & culture change

“It refers to activities designed to influence the values, norms, roles assumptions, & leadership
style that form the organization’s culture to align with its mission, vision and strategy. In

addition it is designed to influence the way in which people communicate, motivate each other,

75 Change Activation (2018) 12 Common Types of Organizational Change. Available from:

https://changeactivation.com/change-management-resources/12-common-types/#.Wslsf nwbIV
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approach problems and work in teams. Typically a long-term project” (Change Activation,

2018).

3.5.1.8 Structural change

“It refers to the changes to an organization’s hierarchy of authority and structural characteristics

such as the organization of business units or internal groups” (Change Activation, 2018).

3.5.1.9 Merger/acquisition change

“It refers to the integration of two (or more) organizations, with different cultures, systems,
values and work practices. Change management efforts typically concentrate on maintaining

workplace stability and morale in order to minimize employee attrition” (Change Activation,

2018).

3.5.1.10 De-merger change

“It involves developing new leadership capacities, processes and competences to allow two or
more business units that once acted as a single entity to act independently. Furthermore, it may
result from strategic planning or transformational change efforts. In general it often involves a

strategic re-evaluation by senior management of resulting entities” (Change Activation, 2018).

3.5.1.11 Downsizing change

“It involves an intentional reduction in the workforce size of an organization in response to an
environmental pressure with the aim to improve efficiency and effectiveness. Change
management initiatives focus on minimizing negative impacts to morale, trust and productivity,
assisting the restructuring of work processes and supporting remaining staff through training and

coaching efforts” (Change Activation, 2018).
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3.5.1.12 Relocation change

“Change management initiatives focus on creating clarity around the reasons for the move, what
to expect at the new site and communicating the specific behaviors that are required from
individuals and groups to ensure uninterrupted service to internal & external customers” (Change
Activation, 2018). The reasons why culture is important in any type of organization will be

discussed in the following section.

3.6 Importance of culture in an organization

It is important to point-out that ‘culture’ or ‘organizational culture’ often help to clearly highlight
what an organization and its board clearly stands for and the way they carry-out their day-to-day
business activities. Organizational culture in simple terms helps to define the organization and
the board’s attitude, reputation and philosophical thinking. The three ways in which
organizational culture is important to an organization and its board are depicted in Figure 3.3

below.

Figure 3.3 Three ways organizational culture is important

Source: Modified: (Moseley, 2019, https://blog.jostle.me).

The three different ways organizational culture is important to an organization that were depicted

in Figure 3.3 are further explained as follows:
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3.6.1 “Organizational culture is about living your company’s core values - Your culture can be a
reflection (or a betrayal) of your company’s core values. The ways in which you conduct
business, manage workflow, interact as a team, and treat your customers all add up to an
experience that should represent who you are as an organization and how you believe a company
should be run. In short, your culture is the sum of your company’s beliefs in action. But if your
espoused values don’t match your culture, that’s a problem. It could mean that your ‘core values’
are a list of meaningless buzzwords, and your people know it. A strong organizational culture
keeps your company’s core values in front and center in all aspects of its day-to-day operations

2576

and  organizational structure (Moseley, 2019, https://blog.jostle.me/blog/why-is-

organizational-culture-important).

3.6.2 “Your culture can transform employees into advocates (or critics) - One of the greatest
advantages of a strong organizational culture is that it has the power to turn employees into
advocates. Your people want more than a steady paycheck and good benefits; they want to feel
like what they do matters. And when your people feel like they matter, they’re more likely to
become culture advocates—that is, people who not only contribute to your organization’s
culture, but also promote it and live it internally and externally” (Moseley, 2019,

https://blog.jostle.me/blog/why-is-organizational-culture-important).

3.6.3 “Your culture transforms your company into a team - A successful organizational culture
brings together the people at your company and keeps them aligned. When your culture is clear,
different perspectives can gather behind it with common purpose. The culture at your
organization sets expectations for how people behave and work together, and how well they

function as a team” (Moseley, 2019, https://blog.jostle.me/blog/why-is-organizational-culture-

important). The following section will cover issues on how to develop an innovation culture in

an organization and its board.

76 Moseley, C. (2019) 7 Reasons Why Organizational Culture is Important. Available from:

https://blog.jostle.me/blog/why-is-organizational-culture-important
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3.7 How to develop an innovation culture

The development of a culture that must be followed by everyone in an organization can only
succeed if the leadership of the organization adopts and implements certain procedures in place
that they must follow on a regular basis. 7' The several ways an organization and its board can use

to develop an innovation culture will be depicted in Figure 3.4 below.

Figure 3.4 Ten ways to develop an innovation culture

r B

Communication of the
innovation strategy

Innovation days Innovation Awards

A

Source: Modified: (Hengsberger, 2018, www.lead-innovation.com; Eriksson Bjorling, 2018,

https://www.ericsson.com/en/blog/)

As depicted by Figure 3.4 the ten ways an organization and its board can develop an innovation

culture is as follows:

3.7.1 “Communication of the innovation strategy. The innovation strategy sets the direction and

framework conditions. The expectations and goals regarding innovation should be clear to every

employee. Therefore, a first important step is to communicate the innovation strategy across all

77 Hengsberger, A. (2018) 10 Measures to Create a Culture of Innovation. Available from: https://www.lead-

innovation.com/english-blog/measures-to-create-a-culture-of-innovation
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functions and hierarchy levels, for example by means of an information campaign (Hengsberger,

2018, www.lead-innovation.com).

3.7.2 “Cascade workshops for active employee involvement. The communication of the
innovation strategy raises awareness, but is very one-sided. Even more important, however, is
the dialogue with employees and their involvement. Through cascaded workshops on innovation
across all functions and top-down through all hierarchy levels, the employees are picked up.

Jointly, initiated by the manager, it is to be defined,

» what innovation means for their field,

* what role they play in the innovation process and

« what they can contribute to the success of innovation.

In the best case, this results in role models and action plans or influences the job descriptions”

(Hengsberger, 2018, www.lead-innovation.com).

3.7.3 “Innovation Crash Courses. Everyone talks about innovation, but often employees can't
explain what that means for the company and for them and what they can contribute. Being
creative and innovative also requires information and skills. Here, broad-based crash courses on
innovation are recommended, in terms of content and scope adapted to the needs of the
employees. For example, the content and scope of a production worker's information needs are
different from those of a group leader in marketing. Contents of the crash courses can be for

example:

* Definition of innovation

» How to get ideas

* How and where to submit an idea

* [nnovation process - what happens with an idea and what you can contribute yourself

* Creativity techniques.
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The optimum length should be between one and three hours and reach and appeal to the widest

possible audience” (Hengsberger, 2018, www.lead-innovation.com).

3.7.4 “Innovation days. An annual Innovation Day can focus and activate attention on the topic
of innovation. All employees should be able to participate. Possible focal points and contents can

be the following:

» Presentation of the latest innovations

» Word of the Executive Board on Innovation

* Open day in the innovation department

 Hackathons and idea workshops

* Barcamps on innovation topics

* Information events on innovation, e. g. innovation process, innovation methods

» Awards ceremony for innovation.

The Innovation Day can also take place online. Above all, it is recommended for internationally
active companies because it is not possible to bring all employees together in one place. Whether
offline or online, the visibility of top management is a very important success factor”’®

(Hengsberger, 2018, www.lead-innovation.com).

3.7.5 “Creativity workshops. In addition to providing information and raising awareness of
innovation, it is recommended that employees be directly involved in the innovation process in
the form of creativity workshops. Teams working together across all functions work on
innovation questions and develop new ideas and solutions. If the workshops are well moderated
and the topics are exciting, an immense attraction will be created and people will be inspired and

mobilized for innovation. Of course, it is also very important that the ideas don't end up in a

8 Hengsberger, A. (2018) 10 Measures to Create a Culture of Innovation. Available from: https://www.lead-

innovation.com/english-blog/measures-to-create-a-culture-of-innovation
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drawer, but rather have an effect, otherwise every commitment will be lost” (Hengsberger, 2018,

www.lead-innovation.com).

3.7.6 “Pitching contests. In the form of a competition, all employees are asked to develop ideas.
They can then be piped in front of the management. In addition, there is a pre-pitching training to
get the best possible result. A jury consisting of management and internal as well as external
experts nominates the top ideas. However, the winning ideas can also be selected by employee
voting. The best ideas are then awarded and processed further. Pitching contests have very many
advantages, such as visible management commitment, broad internal media effectiveness, ideas
are discussed and developed, employee mobilization, fun and of course the development of

excellent ideas” (Hengsberger, 2018, www.lead-innovation.com).

3.7.7 “Innovation Awards. Innovation contests, whether in the course of a pitching contest or
whether the best innovation ideas, innovation teams or innovation projects are awarded, always
have a very strong impact and attention. But above all not because of the objective prize, but
because of the public recognition that the employees receive from the company. In addition,
prizes and awards mobilize other employees and encourage them to think about innovations”

(Hengsberger, 2018, www.lead-innovation.com).

3.7.8 “Be open to change. To be open to change means to admit and embrace the notion that the
world is in constant transformation and all areas of society are challenged by this change. It also
means to be aware of where this transforming world is heading and to curiously keep track of
change and new phenomena. Finally, it also means that you have to constantly keep analyzing
what the transformation means and what the possible consequences of the transformation will be
for your business™”” (Mikael Eriksson Bjorling, 2018,

https://www.ericsson.com/en/blog/2018/5/5-key-steps-to-creating-an-innovation-mindset).

3.7.9 “Embrace creativity. The other aspect of an innovative mindset is to truly embrace
creativity. An innovator’s attitude is that creativity is the solution to problems, rather than a

traditional scientific method. This argument is predominant among many of those who have

7 Mikael Eriksson Bjorling (2018) 5 Key Steps to Creating An Innovation Mindset. Available from:

https://www.ericsson.com/en/blog/2018/5/5-key-steps-to-creating-an-innovation-mindset
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successfully practiced innovation in the realm of daily business activities” (Mikael Eriksson

Bjorling, 2018, https://www.ericsson.com/en/blog/2018/5/5-key-steps-to-creating-an-innovation-

mindset).

3.7.10 “Think big. Today, most academic researchers and experts on innovation agree that
innovation is about more than just incremental improvements to existing products or product
extensions. This leads to the point that innovation requires an ability and the courage to think
bigger and beyond the current norms and truths in the market. Innovation is about stretching
one’s thoughts out of everyday ordinary thinking and analysis” (Mikael Eriksson Bjorling, 2018,

https://www.ericsson.com/en/blog/2018/5/5-key-steps-to-creating-an-innovation-mindset). In the

following section the innovation culture management process will be covered.

3.8 The innovation culture management process

Innovation culture management generally requires the commitment of everyone in the
organization from the top to bottom of the organizational hierarchy and it is not a task that is
easy to handle without proper commitment and adequate support structures. °The Five-Stage
Process for Innovation Culture Management highlighted by The Conference Board of Canada,

Michael Grant and Hope Shamonda (2013) will be depicted in Figure 3.5 below.

80 Source: The Conference Board of Canada, Grant, M. and Shamonda, H. (2013) Culture and Innovation: The

Secret Sauce. Available from: https://www.conferenceboard.ca/CBI/research/secretsauce.aspx
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Figure 3.5 A Five-Stage Process for Innovation Culture Management

Broadcast your

Source: Modified (The Conference Board of Canada, Grant and Shamonda, 2013, https://www.conferenceboard.ca).

Figure 3.5 above clearly depicts the five-stage process for innovation culture management.
81 According to The Conference Board of Canada, Grant and Shamonda (2013) we suggest a five-

stage process for innovation culture management by businesses:
3.8.1 Recognize the importance of innovation culture to performance.

There is clear evidence of the relationship between innovation culture and performance. The first
step in managing your company’s innovation culture is simply to recognize this connection and
how it relates to your business. Culture management needs to be viewed as a strategic imperative
and a driver of managerial decisions, or there is little reason to expend efforts on understanding

it.
3.8.2 Connect your innovation system to your culture.

One reason culture is widely ignored, except when things go wrong, is that it is a broad concept

that may be difficult for managers to grasp. It helps to build the culture approach off your

81 Source: The Conference Board of Canada, Grant, M. and Shamonda, H. (2013) Culture and Innovation: The

Secret Sauce. Available from: https://www.conferenceboard.ca/CBI/research/secretsauce.aspx
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existing innovation model. This involves understanding the connections between high-level
statements of purpose (mission, vision) and your company’s values, strategy, the innovation
system, and innovation elements. By parsing these relationships, companies can begin to
understand how cultural traits relate to innovation elements and, ultimately, to innovation

performance metrics®>.
3.8.3 Develop data collection and analytical tools to measure and interpret culture.

The advantage of developing a model that describes the relationship between culture and
innovation in your company is that it helps economize on data collection and analysis. It makes it
possible to know who needs to be surveyed and what needs to be asked. Companies can easily
build on exi