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Introduction to the SBS-JABR
at SBS Swiss Business School we believe that managerial 
success in the 21st century will be related to the ability to 
apply business knowledge into practice in a way that can 
be understood and shared by all the stakeholders of the 
organization.

in order to support this idea and contribute to excellence 
in management skills, SBS Swiss Business School has 
developed the SBS journal of applied Business research 
(SBS-jaBr).

The journal contributes to the creation of “State of the 
art” academic and professional knowledge under a fully 
international dimension.

The journal is based on a “peer to peer” revision process 
according to the traditional academic practices.

Introduction to the SBS-JABR
as a first priority the SBS journal welcomes high quality 
papers originated from universities and colleges offering 
d.B.a. programs, articles can be written by professors, 
lecturers, dBa students, executives, policy makers and 
administrators in private and public sector, strategists, 
management consultants and others interested in the field 
of first class management and postgraduate education.

The SBS journal of applied BuSineSS reSearch 
publishes original research works that deal with any of the 
specialties relating to the field of Business Management.

The editorial Board has the final responsibility in accepting 
works, subject to the reviews of two anonymous evaluators 
with knowledge and interest in the topics submitted to 
review.

The reviewers committee is formed by professionals 
belonging to european, american, african and asian 
universities and B-Schools of well known prestige in their 
areas of knowledge.

all originals should be sent to the editor-in-chief, dr. 
charles Mercieca, editor@sbs.edu articles should be 
unpublished and should not be in process or be approved 
for publication by any other magazine or journal.

The works submitted will be independently reviewed by 
anonymous evaluators. The reviews will be of blind nature 
in both senses (peer review double blind).

The work will be done in such a way that reviewers and 
authors won’t know each other’s identity at the time of 
reviewing. for further information on editorial policies or 
the preparation of manuscripts, you should contact the 
editor-in-chief.

all work must abide by the following technical specifications 
http://jabr.sbs.edu/guidelines.pdf
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Aim and Goals
The primary goal of The SBS journal of applied research 
is to highlight those business practices based on action 
and applied research which sustain business excellence. 
it is a refereed, multidisciplinary journal which targets 
to academics, business managers, ceos and doctor of 
Business administration (d.B.a.) candidates and graduates.

The purpose of the SBS journal is to create a new formal 
channel of communication between universities and 
business schools and management practitioners such 
as policy makers, government agencies, academic and 
research institutions and persons concerned with the 
complex role of business.

it also aims to promote academic discussion and strategic 
analysis for practitioners on managing global competition 
in products and services for all sectors in a worldwide 
basis.

The publication of at SBS journal of high-quality empirical 
and research applied papers that advance knowledge and 
its application in a complex global world helps to expand 
business systems thinking and business modeling issues.

finally the journal offers an international dimension 
accepting papers from any corner of the globe, it develops 
and increases a network of contributors and editors from 
many different universities and B-Schools in all continents, 
fostering the interrelationship of structures and processes 
in a global arena.

The journal will cover areas for applied research papers 
and case studies in the fields of General Business, human 
resources, Marketing and Sales Management, finance, 
international Business.

Readership
academics, researchers and students, especially graduate 
students in doctor of Business administration (dBa) 
and similar programs; executives, policy makers and 
administrators in private and public sector, strategists, 
management consultants and others interested in the field 
of first class management of postgraduate education.

Editorial Board
Dr. Charles Mercieca, Ph.D.
editor-in-chief

Dr. Roman Borboa, Ph.D.
SBS Swiss Business School, Switzerland
 
Dr. Elena Kasimovskaya, Ph.D.
SBS Swiss Business School, Switzerland
 
Dr. John Lambert, DBA
The university of Southern Mississippi, uSa
 
Dr. Tatyana Volkova
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Dr. Y. Rajaram
ramaiahah institute of Sciences, india
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International Academic Databases
To be recognized as an authoritative, high-quality source 
of information, a journal must be widely available. 
indexing and abstracting services facilitate the broadest 
dissemination of information by pointing researchers to 
articles that are relevant to the field.

once a journal is launched and has a track record of timely 
publication and solid content, it is appropriate to contact 
indexing and abstracting services for consideration (Sparc, 
2012). The SBS jaBr is actually in the process of indexation 
at ideaS repecand econ paperS databases.

IDEAS REPEC
ideas repec is the largest bibliographic database dedicated 
to economics and available freely on the internet. over 
1,200,000 items of research can be browsed or searched, 
and over 1,000,000 can be downloaded in full text!

This site is part of a large volunteer effort to enhance 
the free dissemination of research in economics, repec, 
which includes bibliographic metadata from over 1,400 
participating archives, including all the major publishers 
and research outlets. ideaS is just one of several services 
that use repec data. To see the popularity of some of these 
services, browse the statistics at logec. authors are invited 
to register with repec and create an online profile. Then, 
anyone finding some of your research here can find your 
latest contact details and a listing of your other research. 
You will also receive a monthly mailing about the popularity 
of your works, your ranking and newly found citations.

ECON PAPERS
econpapers use the repec bibliographic and author 
data, providing access to the largest collection of online 
economics working papers and journal articles. The 
majority of the full text files are freely available, but 
some (typically journal articles) require that you or your 
organization subscribe to the service providing the full text 
file.

SBS-JABR Volumes
The SBS-jaBr launches a yearly volume. Volume 3 will be 
issued in September 2014.

Editorial Board

Contacts
for papers submission and other inquiries please contact

Dr. Charles Mercieca, Editor-in-Chief
SBS journal of applied Business research
(SBS-jaBr).
email: editor@sbs.edu
journal Website: http://jabr.sbs.edu

SBS Swiss Business School
Balz-Zimmermannstr. 34
8302 Kloten-Zurich | Switzerland

© Copyright 1998 - 2014 by SBS Swiss  
Business School. All Rights Reserved.

ISSN SBS-JABR:
2235-7742 (print)
2235-7750 (online)
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Increasing bioethanol producers’ technological innovation 
capacity through r&d organisation

Abstract
The research and development (r&d) as company’s structure unit is a key driver of technological innovation and is the most 
widely used in determining the technological innovation capacity of companies.  The organization of r&d may be referred to 
as one of the key factors that have a direct effect on r&d’s successful performance. until now, there was no model allow-
ing to estimate the effect of individual success factors on the r&d specific determinants of innovation The fresh look at the 
organizational factors identifying the r&d relationships with the determinants of innovation in certain industries, in this case 
bioethanol industry, reveals a deeper idea about the existing interactions between the objects of interdisciplinary research. 
The main findings of study describes interrelations  between organizational factors and success of r&d activities which 
directly  influence company’ technological  innovativeness in bioethanol industry. 
The required data to determine r&d organisational factors as critical success factors (cSf) is collected through survey 
results in eu bioethanol  industry.  for claim verification and establishing the relationships between organizational critical 
success factors of r&d and determinants of technological innovation in the bio-ethanol industries study includes analyses 
of activities of european bioethanol producers, descriptive statistics methods, econometric analysis and data evaluation.

Keywords: R&D, innovation, , bioethanol industry, critical success factors. 

Introduction

it is generally considered, that creating new prod-
ucts, processes and services is recognised as a major 
source of competitive advantage and technology is often 
the enabler of such innovations (chiesa, 2001). The exist-
ing point of view that technological innovations are bring-
ing the main input into industrial competitiveness, and has 
major support from  scientific community (Zaltman et al., 
1973; Tidd, 2001).   

Traditionally it has been perceived that company, 
country or other object of study is innovative having re-
search and development (r&d) activities and funds related 
to r&d activities. amount of funds connected to r&d ac-
tivities was the main indicator of ability to innovate. it was 
common to presume that r&d expenditures would lead 
to additional knowledge, and the dissemination of that 
knowledge base would result in innovations, especially 
products and processes (Kemp, et al., 2003). eventually 
this point of view was criticized by time (arnold & Thuriaux, 
2001). it distinguishes between the input stage to the in-
novation process (e.g. r&d expenditures), the throughput 
stage (e.g. partner co-operation) and the output stage of 
the process (e.g. new products). later others appeared, 
much more complex indicators, which define technologi-
cal innovation capacity of the companies, but yet r&d is 
the most widely used in determining the technological in-
novation capacity of companies. although, science already 
knows about existing positive correlations between r&d 
expenditure, value-added and turnover (nadiri & prucha, 
1993) and (Mairesse & Mohnen, 2001), or that the r&d 
and innovation expenditures are highly correlated (Mohnen 
& dagenais, 2002), it remains absolutely incomprehensible 
phenomenon the impact is making some direct relevance 
to the r&d factors, the determinants of technological in-
novation.

The organization of r&d may be referred to as 
one of the key factors that has a direct effect on r&d’s 
successful performance. increasing dynamism of competi-
tion is forcing r&d to change, adopt new/other forms of 
organizational structures. currently the structural functions 
of r&d are multidimensional, with transforming, chang-
ing forms, dependent on the environmental conditions in 
which they are actively participating. it must be assumed 
that the different organizational forms, functions and other 
organizational aspects of r&d have a certain measurable 
direct impact on r&d’s performance. considering that 
r&d is a direct predictor of technological innovation, given 
conclusion allows us to assume, that certain r&d orga-
nizational factors become direct predictors of technologi-
cal innovations that have dependence on environment. in 
this research by environment is meant the eu bioethanol 
industry, which currently is undergoing a change of gen-
erations in production technologies, accordingly is highly 
subjected to technological innovation. Since the genera-
tion of technological innovation in particular is a derivation 
of own r&d center, identification and evaluation of r&d 
organizational factors with predictable direct impact on 
technological innovation would increase the companies’ 
technological innovation capacity.
 This research article focuses on the identification of 
individual r&d organizational factors that have a direct im-
pact on technological innovation. Therefore, determinants 
are set for technological innovation, characterized for ec 
bioethanol industry. Thus, we propose the hypothesis: 
 Hypothesis: Between organisational cSf of r&d 
activities and determinants of technological innovations in 
bioethanol industry the relationships are identifiable with 
a particular strength of impact and these relationships are 
not accidental.

identified variables subjects to statistical pro-
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 Scientific literature which researches r&d activi-
ties, generally concentrates only on one or several factors 
separately, which are having an effect on certain phenom-
ena, particular on the productivity or degree of innovative-
ness of companies expressed a certain specific determi-
nant. apart from the lack of an integrated approach to the 
factors influencing the activity of r&d, the importance of 
power / influence (whether this factor is generally some 
effect on the activity of r&d) factors individually on certain 
phenomenon, established only in some cases. The specif-
ics of the industry in which r&d is active remains unre-
corded. 
 depending on the task set, in certain case the types 
of organizational structures that are being used can bring 
more positive effect comparing with other existing organi-
zational structures. Brown’s et. al.  (2002) analysis shows 
that the structure of an organization can be as a major 
driver of r&d success. for example, those organizational 
structures that are less hierarchic and less rigid compar-
ing to the ones traditionally found in the industry are more 
supportive for r&d success. or in case of considering the 
structure for responsibility – then both the decentralized 
and the centralized structures can be effective, but under 
different conditions (allen, 1977; Marquis and Straight, 
1965). authors shows, that decentralized structure is ef-
fective when the flow of knowledge has to be relatively fast 
and the projects are of long duration. jain et al.  (2010) not-
ed that decentralized structure is better when a lot of new 
information comes in and out of the project area, requiring 
a flexible system of organizing as well as a great deal of 
communication and cooperation among people participat-
ing in the project. rothwell (1976) complements the re-
search by indicating that when the management structure 
is horizontal and decentralized the main performers in r&d 
- the innovative individuals, are particularly effective.
 The centralized structure is more effective when 
the projects are short-term and the flow of knowledge is 
not especially rapid (jain, et al., 2010). chiesa (2001) in his 
study suggests the centralization of r&d is more favour-
able for these determinants: 1) secrecy of technological 
knowledge (rugman, 1981; Terpstra, 1977)., 2) lowering 
costs of coordination and control (de Meyer and Mizushi-
ma, 1989); 3) achieving economies of scale and achieving 

critical mass; iv) exploiting company-specific technologi-
cal advantages, emerging from home market conditions, 
on other markets (as the international product life cycle 
model suggests) (Vernon, 1966).
 Some of the authors notice, that there is a point to 
combine structures. as an example, peters and Waterman 
(1988) in their research they are pointing out that excellent 
companies are having combined centralized and decen-
tralized structures. 
 Katz and allen (1985) researched matrix structure 
and proved that in cases when project managers are per-
ceived to be controlling organizational rewards, and func-
tional managers determine the technical content of proj-
ects more positive effects were achieved. 
 chiesa (2001) puts, that in recent times there is 
a tendency, when companies try to concentrate on the 
management of technology and management level of the 
corporation is becoming more centralized view. By the way, 
research designed by roberts (1995), confirms that corpo-
rate r&d is more research oriented and that divisions are 
more development oriented. Brown et. al. (2002) points out 
that the specific systems, such as ones that are focused on 
the project (project-oriented structures) may correlate with 
the success of r&d. need to pay attention to the orientation 
of the r&d structures proposed by chiesa (2001). chiesa 
(2001) divided r&d structures in input oriented and output 
oriented. input oriented should be successful practice if 
r&d unit is oriented by scientific discipline, technical area 
or activity. output oriented should fit product line or project. 
The organization structures for product line helps to focus 
on goals such as customer focus, innovation generation, 
business activities integration, managerial flexibility.
 as a structural form of an r&d organization in the 
multinationals there is geographic distribution of activities. 
it was noted, internationalisation, can be a key factor in ac-
celerating company’ ability to accumulate knowledge and 
the acquisition of unique opportunities (prahalad&hamel, 
1990; de Meyer, 1993; hamel&prahalad, 1993). on the 
other hand Brown’s et. al. (2002) research shows that it is 
not possible to refuse the in-house structure and, that in 
certain cases this system can guarantee success. 
 There is a suggestion to group the activities of de-
centralized r&d into two groups: demand factors and sup-

Identification of organisational CSF of R&D

cessing of data by using the linear regression, which is 
capable to determine the force influence of each identi-
fied r&d organizational factors on separate determinant 
of technological innovation. The article represent a model 
that evaluates the impact of organizational factors on the 
innovative capacity of the company within the bioethanol 
industry.
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ply factors. it is suggested that factors like: i) technology 
transfer between headquarters and subsidiaries ii) need to 
access foreign markets; iii) need to improve a company’ 
ability to respond to specific requirements of local markets, 
and iv) need to increase the proximity of product devel-
opment activities to key customers (hirschey and caves, 
1981; Granstrand et al. 1992) bring to demand factors. as 
for supply factors, it is invited to enrol i) increasing accel-
eration of technological progress, ii) the increasing costs 
of technology development and the international speciali-
sation of knowledge sources (perrino and Tipping, 1989; 
howells, 1990; Sakakibara and Westney, 1992; de Meyer, 
1992)
 other factors indicated political motivations and 
image as reasons for decentralizing r&d (hakanson, 
1992), or enhance a company’ competitive image (Grans-
trand et al. 1992). 
 Brown et. al. (2002) pointing a bureaucracy as a 
factor that has a negative effect when operating r&d.
 an important part which is dealing with organi-
zational work of r&d centre is controlling its activities. 
achieved results are often connected with control method 
and result monitoring. Katz and allen noticed (1985) that ef-
fectiveness of the scientists often depends on the balance 
between the influence of the two supervisors. researchers 
noticed that in cases like that, when the project manager 
was performing work related to the project, connection of 
which were outside the organization (i.e., the organization, 
the suppliers, the customers,) was mostly concerned while 
the functional manager was doing the inside work. 
 at the same time pelz and andrews (1966) are 
claiming that the best work occurred in environments that 
were not too tightly controlled. individual autonomy with 
the condition that work will be coordinated moderately, 
by using individual autonomy, usually resulted in finding 
the best solution. other additional types of organizational 
structures are for example independent, accountable sub-
structures, such as internal entrepreneurship teams, and 
were shown to correlate with success (Brown, et al., 2002). 
 jain et. al., (2010) noticed that in some cases there 
is a necessity to create other types of structures, as for 
example dual or even a triple hierarchy within the orga-
nization. That necessity can appear when it is required to 
improve the position of technical personnel. in some cases 
technical personnel may not want management responsi-
bilities at higher levels, since they are losing direct con-
nection with r&d (jain, et al., 2010). at the  same time 
Schriesheim and others (1977) are not agreeing with that, 
stating that double hierarchy generally is not bringing the 
desired effect, when it is necessary to resolve conflict situ-
ation between management of the organization and work-
ing professionals. 
 Triple hierarchy which was studied by Baumgartel 
(1957) and pelz (1956) where they had noticed that in cas-
es when management positions, in scientific and adminis-
trative practice, were taken by a person with professional 
or scientific education, the researchers felt safer under 
such management which gave organization an opportunity 

to achieve higher productivity and morale. additional work 
that was done by other researchers  (for example, law-
rence and lorsch, 1967, likert,  1967, Mintzberg, 1973) 
are complementing these researches.
  it is important to mention that organization of 
work is playing an important role in assimilation of infor-
mation. for instance, Kellers research (1994) on r&d proj-
ect groups showed that the effective teams were capable 
of processing large amounts of information if the tasks the 
team had to do were non-routine. 
 as one of the crucial factors determining the suc-
cess within the organization is organizational culture. re-
searchers are agreeing that certain factors of a culture can 
affect the success. for example Scott and Bruce (1994) 
identified that organizational culture supporting innova-
tive behaviour of an individual, will be more successful 
comparing with other culture which is not supporting in-
novations. Brown et. al.(2002) research is supporting this 
statement. it is crucial to pay attention to the factors like 
tolerance of failure Brown et. al.(2002), high-quality super-
visor–subordinate relations Scott and Bruce (1994), which 
are contributing to the development and maintenance 
of that culture. jabri (1992) additionally opens elements 
which help to promote innovation culture. he has noticed 
that scientists who perceived that the tasks assigned to 
them were appropriate collaborated more with team mem-
bers, expended more effort on the tasks. 
 it is important to underline that tasks must be rea-
sonable, because satisfaction and performance of the sci-
entists depend on it (jain, et al., 2010). jain et. al., (2010) 
also notices that cultures that are reward frequently are 
more effective than cultures that are not. 
 in each organization, in addition to routine work 
there must be a time when important decisions are taken. 
Then usually people often seek others who agree with 
them. employees who are entrusted with the responsi-
bility of deciding avoid or reject those who disagree with 
them. janis (1982) believes that these tendencies result in 
groupthink and in major mistakes and correspondingly to 
poor performance.
 Some organizations have seen the culture in which 
initially dominated the competition between employees. 
But some research, (see for example  rosenbaum et. al, 
1980), suggests that competitiveness is often not desir-
able. a better result can be achieved in the cooperative 
conditions (rosenbaum, et al., 1980).
 r&d management has a strategy as well as the 
corporation. r&d strategy should be well balanced and 
rigged to achieve outcomes consistent with the corpora-
tion’s mission and goals (Wright et al., 1996), and to fully 
maximize the long term gain of r&d investments (larsson, 
2004).
 r&d organizations that are able to adapt elements 
of the strategy objectives, policies, programs to unique 
situation in which they are located has the opportunity to 
become more innovative (jain, et al., 2010). researches 
rheem (1995) confirmed that the companies which have 
had  long-term strategic planning are more productive than 
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those who don’t have such a plan existing. according to 
jain et. al. (2010) to achieve their goals, depending on the 
current situation, the r&d organization , division , or other 
structural unit to which belongs the r&d, must think deeply 
about long-term objectives and the methods of their reach 
. attention must be paid to different emerging situations - 
from demand partners, owners that adjust to the important 
purposes, until there is a change in the head of the organi-
zation.
 researchers have noticed that often in research 
organizations horizontal strategic integration is not done 
well (see jain et. al., 2010). it is assumed that this is due 
to the individual interests of disciplinary researchers which 
had arisen because of the segmentation research projects 
within the department. But hax and Majluf (1996) noticed 
that clearly executed and the corresponding horizontal 
strategy may be one of the most critical ways to establish 
a superior competitive position.
 When choosing a strategy associated with the 
technology chiesa (2001) suggests paying attention to cat-
egories such as selection, timing and acquisition mode.
 possession of information has always given the ad-
vantage of companies. after all decisions are made on the 

basis of the available information whether a future form of 
competition or technological change or shape the evolu-
tion of the company. Therefore, the collection of informa-
tion according to chiesa (2001), must bear on the basis of 
strategy formulation.
 it is necessary to emphasize the importance of 
factors such as portfolio diversity. research by henderson 
(1994) on 120 programmes over thirty years shows that 
portfolio diversity is the key to success for the research 
organizations. henderson revealed that the highest pro-
ductivity occurred when there were between six and ten 
programms. Baker et al. (1988) found that projects that 
disposed of additional strategies were more successful 
than others. at the same time was worth noting that the 
r&d projects must be closed before the technical imple-
mentation of technology, as well as changes occurring 
during implementation of the project more often lead to a 
negative result (Baker, et al., 1988). 
 presented and grouped according to their belong-
ing to particular activity in this section cSf of r&d related 
to organizational factors are listed in annex i. 

Innovation capacity measurement of bioethanol company 
and research methodology

 although in the last chapter the organisational 
critical success factors were given the systemic belong-
ing to certain groups that have similar features, yet it is 
obvious that the membership is interdisciplinary in nature, 
represents different areas of activity in which the factors 
are active. Therefore organizational cSf in r&d allocated 
without considering the relationship between a beginning 
or a particular group or the medium in which they have 
a certain importance. The author’s assumptions about the 
existence of certain relationships between the individual 
cSf and technological innovation capacity of a company 
raises a number of open issue for this type of research.
 first, there is a need to identify methods by which 
determinants of innovation to be measured and determin-
ing the ability of companies to innovate. The need to focus 
on bio-ethanol industry and the specifics of the industry, 
which are the active subjects of bio-ethanol, determine the 
choice of the determinants of innovation. initially, in this 
case, we should focus on the fact that at this point in the 

scientific community there is no standardized method of 
evaluation of companies, according to which measures the 
ability to innovate. This issue is described in more detail in 
chapter innovation measurement.
 Secondly, the received database covers a spacious 
list of potentially useful explanatory variables. The existing 
situation limits the number of possible methods of analysis 
that allow to determine the effect of individual independent 
variables on the response variable. This case forces to re-
ject modeling using multiple regression covering certain/all 
number of independent variables, or their groups, thereby 
limiting the understanding of the influence of individual 
variables simultaneously. To improve the quality of the re-
sults obtained a simple regression analysis is used in this 
paper, which allows to evaluate the influence of each vari-
able separately mounted on the determinants of innovation 
in the bioethanol industries. 
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Innovation measurement

 first of all, the variables must be measured in or-
der to assess the degree in which the chosen variables 
influence the technological innovation. however, as noted 
by researches (dodgson, et al., 2008, Smith, 2005) one of 
the greatest challenges to managing innovation is its mea-
surement. according to Souitaris (2003) nowadays there 
is no such approach, which would allow to measure the 
innovation. furthermore, there are known to be controver-
sies about the correlation of variables and their relation to 
the rate of innovation (downs & Mohr, 1976; Wolfe, 1994). 
innovation is difficult to measure for a number of reasons. 
dodgson, et al. (2008) points out the 4 main reasons: 1) 
some time is necessary for benefits appearing, 2) term of 
innovation, 3) some measurement systems measure inputs 
to the innovation, while others only measure outputs the 
benefits of an innovation often do not appear until some-
time after its introduction, 4) ascertaining the source of an 
innovation may be complex.
 This situation of emerging issues in the measure-
ment of the determinants of innovation in the research de-
scribed Souitaris (2003). The researcher argues that due 
to the difficulty in measuring the parameters of innovation 
we should pay attention to the factors that affect the dis-
crepancy between the determinants of innovation and the 
degree of innovation, respectively. This situation can be 
subject to the origin, definition and measurement of inno-
vation itself. in the studio, the researcher draws attention 
to items such as the differentiation of lineages innovation 
(differention by the nature of innovation) such incremental 
vs. radical innovation or high-cost vs. low-cost innovation. 
The author points out that the determinants for each of the 
presented types of innovations are different.
 another problem is being caused by the lack of a 
standard definition of technological innovation (Garcia and 
calantone, 2002). The different definitions and interpreta-
tions of technological innovation have led to variations in 
the identified determinants. The problem is the definition of 
themselves and the determinants of innovation. This refers 
to the two main types of determinants of innovation. found 
that the components of the innovation of the first type, the 
measurement of which can produce using actual quantita-
tive indicators is easily transportable Souitaris (2003). They 
fit together in various studios and measurement of the 
types of parameters is uncomplicated. for example, a stan-
dardized measurement of the value of companies through 
a quantitative indicator of existing staff in the company 
(Kimberly & evanisko, 1981) can be attributed to that of the 
first type. By the second type is the data that is built on the 
perceptions and attitudes of the respondents. according to 
Souitaris (2003) and it is possible to carry such data such 
as perceptions of the intensity of competition or attitudes 
towards risk-taking, as well as general and usually subjec-
tive concepts (like centralisation of power or complexity of 
knowledge). although the data of the second type refers 
to the so -called soft variables type of their importance in 

determining the innovation capacity is not less important 
than the first type, the so-called hard variables. By the way, 
Souitaris (2003) also notes that the data of the second type 
- soft variables, often there is no unified definition. in this 
case, the definition is often subjective and depends ‘s per-
ceptions. This author also notes that the differences in the 
dimensions of technological innovation arises from the fact 
that the studies carried out between: a) different types of 
companies active in various sectors of economic activity, 
and b) the different stages of the innovation process, and 
c) in regions that produce empirical research.
 despite the above mentioned uncertainties in the 
measurements of innovation is still possible to identify the 
trend towards the use of certain conventional key variables 
with which it is possible to carry out the measurement of 
indicators on companies’ ability to innovate.
 according to dodgson, et al. (2008) and Smith 
(2005) basic indicators when measuring innovation are 
r&d statistics, patent data, innovation surveys, and prod-
uct announcements. 
 Tidd (2001) draws attention to the fact that other 
attributes are frequently measured also, such as research 
funding budgets, number of researchers, number of signifi-
cant inventions, number of new products, amount of pub-
lished research, etc.  nelson and Winter (1982) point such 
factors as increased productivity and growth or lower costs. 
andrew et. al (2007) provide a range of common measures 
related to technological innovation. These include inputs 
such as financial resources and people; processes such as 
resource efficiency, actual versus planned time to market, 
and milestone compliance; and output measures such as 
number of new products and services launched, market 
share growth, new product success rates, number of pat-
ents filed, and publications written.
 in the carayannis, et al. (2003) publication is pre-
sented a rather wide scope of variables that are aimed to 
measure the innovation. apart from identification of the 
variables, the publications also suggest the typology and 
classification of these variables. 
 according to Smith (2005), there are three other 
important classes of indicators: 1) techno metric indicators, 
which explore the technical performance characteristics of 
products 2) synthetic indicators developed for scoreboard 
purposes mainly by consultants 3) databases on specific 
topics developed as research tools by individuals or groups. 
 Table 1 presents the variables that measure the 
degree of company’s innovativeness.
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Dependent variables

 There are number of reasons why the bioethanol 
industry cannot be evaluated by commonly accepted vari-
ables, which were mentioned above. for example, many 
authors suggest to measure company innovativeness by 
the output of products for a certain period of time. how-
ever, in bioethanol industry, like in many other large-scale 
industries, competition mainly occurs on the scale of econ-
omy as a whole and is based on cost leadership strategy. 
The novelty in this industry is improving or creating a new 
process, that allows to reduce expenditure of operating 
costs or improve the quality of the collateral, or in some 

cases, by-products. That is why, it is more reasonable in 
bioethanol industry to measure the technological process-
es developed leading to the technological innovation. 
 nevertheless, the speed of implementation of those 
technological processes is still a question. Bioethanol pro-
duction process involves many interrelated technological 
processes. Trying to improve the process in the event of 
failure must stop the entire plant indefinitely. according 
to this, development and testing of new processes take a 
long time, because there have been cases where this turns 
company in a bankruptcy. Therefore, evaluating the num-
ber of the patents implemented in a certain period, would 
be a doubtful approach.  
 The authors of the research as the most reason-

Table 1. The variables that measure the degree of company’s 
innovativeness

Source Variables

oslo manual, 1997 r&d, performance, new and improved products and processes

Souitaris, 2003 number of incrementally innovative products introduced in the past 3 years;

number of radically innovative products introduced in the past 3 years;

number of innovative manufacturing processes introduced in the past 3 years;

percentage of current sales due to incrementally innovative products introduced in the past 3 
years;

percentage of current sales due to radically innovative products introduced in the past 3 
years;

expenditure for innovation in the past 3 years over current sales.

number of patents acquired in the past 3 years.

e. G. carayannis, et al. 
2003

hard measurables patents, r&d Budget, new products, r&d Staff, publications, r&d, 
incentives, new features, inventions, new Markets, product exten-
sions, conferences, cradas, partnerships

Soft measurables productivity, Growth, lower costs, flexibility, Supply/demand, firm 
Size, Market influence, user Benefits, ,lower prices, Social enablers, 
Time Savers

dodgson, et al., 2008 r&d statistics, patent data, innovation surveys, product announcements

Source: by author, based on sources indicated in table.

 as some authors of empirical researches often underestimate the complexity of innovation, it is reasonable to recon-
sider measuring innovation determinants only upon a certain variable. 
 The author of this study consider that possibility to materialize technological innovation is the company perfor-
mance level leading to technological innovations and influenced by many interlinked internal and external variables forming 
company innovation ecosystem, which requires effective management. This fact forces cast the only definitive indicator of 
measurement. instead, use of several indicators together, has filed a full measure of the ability of companies to be innovative.  
This assumption coincides with the assumption Souitaris (2003) on the feasibility of the use of certain portfolio of indicators 
to identify the general ability of companies to be innovative.
 Taking into account the specifics of innovations in bioethanol industry, would be logical to take into consideration 
the variables that are typical for this industry and that indicate the opportunity to create innovations in comparison to other 
companies of the same industry. further in the text there are given and explained the dependent and independent variables 
that are presented in this study.
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able, consider the approach for technological innovative-
ness measurement in bioethanol industry, where the num-
ber of the patents (variable is coded as Patent in results) 
would be measured regardless of the fact whether the 
patent is actively implemented already or not, the knowl-
edge acquired during the period of invention phase can be 
efficiently applied in practice on later stage of technology 
development. at the same time the number of patents that 
belong to Y02e50/00 class - Technologies for the produc-
tion of fuel of non-fossil origin  (coded as Patent_c), ac-
cording to cooperative patent classification, as well as the 
patents that have direct relation to the bioethanol industry 
(coded as Patent_b) will be measured. 
 distinguishing the patents is an important aspect, 
as the total number of patents shows all the ongoing activi-
ties of the company, but the patents chosen according to 
the classification mentioned above will directly reflect the 
r&d activities in a particularly chosen industry’s sector.
  The suggested factors that are aimed to estimate 
what percentage of the company’s turnover is invested into 
r&d, does not seem to be applicable: a) data is confiden-
tial; b) r&d, often, is a rather general field where, among 
those related to bioethanol, are researched very diverse 
technologies.
 This study also includes such term as company’s 
performance expressed in production capacity (coded as 
Volume). This figure is the expression of an almost linear 
dependence of the companies’ turnover and thus this vari-
able distinctly reflects company’s innovation capabilities. 
 next variable is – degree of innovations complex-
ity (coded as Techn), which is expressed in three degrees: 
standard, improved or second generation. in this time pe-
riod can be distinguished three main directions of technol-
ogy. Standard technology means conventional bio-ethanol 
production technology. improved technology allows to ob-
tain by-products are different from the standard ones. The 
second generation means companies that produce ethanol 
from non-traditional raw materials, other variables were 
eliminated as not appropriate for this study and not avail-
able because of data confidentiality or evaluated as not 
significant. as noted by iarossi (2006) questions on taxes, 
profits, and names of suppliers or clients could be the sub-
ject of distorted answers or out- right refusal. 

Independent variables

 The independent variables in this research are the 
organisational critical factors having a positive impact on 
the r&d and provide a positive result of the structural de-
partment. identified with references and descriptions in the 

chapter “identification of organisational cSf of r&d” cSf, 
number 45 composes a factor.
 With the purpose of susceptibility because of a 
large number of identified variables, the organisational 
factors were grouped according to their belonging to her 
particular activity or having the characteristics of common 
features, the features of the object (see annex i). 
 The study covers all the bioethanol industry in eu-
rope. The list of the companies and the data were gathered 
from the database of an organization epure (epure, 2012). 
The publication of the list of participants on which the 
study was based is dated january 2012. epure represents 
and supports companies that produce renewable ethanol 
in the eu for all end-uses, i.e. fuel, potable and industrial 
uses. epure also represents companies that have an inter-
est in ethanol production. currently, epure’s membership 
accounts for 80% of the installed renewable ethanol pro-
duction capacity in europe. This information implies that 
the data presented in the databases of epure is a reliable 
source. 

Methods

 The data was collected by means of the survey. The 
survey was delivered by E-mail URL embedded – a respon-
dent was invited by e-mail to the survey site, and the e-mail 
contains a url address on which respondents click (Brad-
ley, 1999). respondents were redirected to the webpage 
formscentral, where was placed a questionnaire. This form 
of questionnaire was chosen because Web-based ques-
tionnaires have the same strength as paper self-comple-
tion questionnaires in that, in theory at least, respondents 
can complete the questionnaire in their own time, going 
away from it if they are interrupted, and returning to it later. 
The major disadvantage is not having an interviewer on 
hand to clarify questions or to repair misunderstandings. 
Therefore were the оpen-ended questions were included 
in the end of the paragraphs. These questions were aimed 
to reveal personal thoughts of respondents.   
 Generally, the questions were closed (or multiple 
choices), because using this format the respondents are 
restricted to a set of responses. Beside that, respondents 
permit the inclusion of more variables in a research study 
because the format enables the respondent to answer 
more questions in the same time required to answer fewer 
open- ended questions (Siniscalco & auriat, 2005). 
 identification of the variables, which have direct in-
fluence success of r&d, was up to respondents (see annex 
i). after pointing out the variables that, in their view, had a 
positive influence on r&d the respondents had to identify 
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the importance of each particular variable in every sub-
group. The weight of every subgroup was measured ac-
cording to likert scale, results ranging from the unimport-
ant to the very important (five number scale). Measured 
cSf of r&d are presented in table and can be found in 
annex ii. 
 Since the questions concern selection of the per-
sonnel responsible for r&d and innovation strategy, the 
target respondents were those who actually are respon-
sible for r&d and innovation strategy. however, in practice 
identification of such individuals was highly complicated 
by companies’ confidentiality policy. The number of com-
panies producing bioethanol in europe is relatively small 
and all the technology that can possibly serve as a compet-
itive advantage for a company is thoroughly safeguarded. 
Moreover, some of the companies belong to multinational 
corporations (e.g cargil, where the number of employ-
ees exceeds 150  000) and have a strict internal policy 
and strict regulations on security and communication at 
all levels. These policies along with no willingness of the 
companies to cooperate in the research process have cre-
ated additional constrains and delayed completion of the 
research for more than a year. reaching out for respon-
dents was also complicated by organizational structures of 
bioethanol producing companies. r&d strategy is primarily 
the prerogative of the top managers. This has confirmed 
several times in the author’s research. persons responsible 
for r&d strategy occupying positions such as directors, 
plant managers, r&d director, director engineering, man-
aging director, chairman of the board, Science innovation 
and administration manager and etc.   
 The survey was conducted in 39 companies pro-
ducing bioethanol in europe in 2012. The questionnaire 
was completed by 14 respondents, which accounted for 
36% the total number of bioethanol producers. from the 
capacity point of view, it represented 32% of the bioethanol 
industry in europe, at the moment of survey, with a total 
revenue around 1,7 billion €/year, only from product sales 
related to bioethanol.  
 To establish the relationship between the individual 
force variables and test the statistical significance of link-
ages in this paper used the methods of econometric mod-
elling.
one of the goals of the thesis is the prediction of the facts 
(innovativeness of companies can) on the basis of known 
variables (critical factors). in this case correlation does not 
work, as the correlation coefficient is symmetric in the 
sense that cor (Y,X) is the same as cor (X,Y).
 regression analysis differs in an important way 
from correlation analysis. in regression analysis the re-
sponse variable Y is of primary importance. The impor-
tance of the predictor X lies on its ability to account for the 
variability of the response variable Y and not in itself per 
se. hence Y is of primary importance (chatterjee & hadi, 
2006).
 regression analysis allows us to predict (forecast) 
one variable on the basis of other / them with a straight 

line, which characterizes the relationship between two or 
more variables. in this case, on the basis of the investi-
gated factors predicted variables will be pointing to the in-
novativeness of companies. in order to establish the influ-
ence of each factor on a particular variable which predicts 
the innovation capacity of companies a linear regression 
model was utilized, which in the form of a standard devia-
tion looks like follows:

Yi =  α+βXi+ε (1)

where, as in the simple linear regression model, Yi is an 
observed value of the dependent variable, a is the popula-
tion intercept, b 

 is the regression slope parameter for 
predictor Xi  and e is the error associated with predictions 
of Y (denis, 2011). 

 The hypothesis of research claims that between 
organisational cSf of r&d activities and determinants of 
technological innovations in bioethanol industry the rela-
tionships are identifiable with a particular strength of im-
pact and these relationships are not accidental.

This is possible when β ≠ 0 (Siegel, 2000), ie, in the linear 
model for the determinants of innovation component is 
saved, depending on the r&d cSf. Mathematical expres-
sion of this hypothesis has the following equation:

H1:β≠0 (2)

 The sample size of thesis is small and consists 
of 14 respondents. Because the standard error depends 
on sample’s size (cohen, cohen, West, & aiken, 2003), 
a small sample size oblige to set the reduced level of 
significance (Sachs, 1984). correspondingly in selecting 
meaningful critical factors, the significance level in this 
thesis was set to the level of p <0.1.

 criterion according to which companies should de-
termine the belonging to the existing population should be 
based on the size of companies. according to the authors, 
this criteria is the most fairly represented value, indicat-
ing the companies belonging to a particular group. This 
grouping has the advantage over other possible identifi-
ers because it predicts and determines the largest number 
of known factors interrelated with the size of companies. 
Such as: company size determines the technology of pro-
duction (second generation bioethanol production is not 
yet possible at high capacity), the estimated size of fund-
ing r&d (large companies has the ability to allocate more 
funds for research), location (large companies producing 
bioethanol are mainly concentrated in the more economi-
cally developed countries), etc. To establish belonging of 
the sample to the population the sample means of produc-
tion capacity are compared (see Table 2).
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Table 2.  Sample and population production  
capacity comparison

 Variable N Min Max Mean Std. Deviation

population 39 5.4 1265.0 186.2 266.38

Sample 14 5.4 850.0 168.6 221.54

Source: by authors, based on ePure (2012)

 descriptive statistics show a rather close nature of both variables. putting forward the null hypothesis, which states 
that the difference between mean values,   between population and sample is not present, we obtain the following math-
ematical expression of this hypothesis:

H0: μ-186.24=0 (3)

  
 here μ is mean of the population. 
 The carried analysis using one sample t-test shows that the difference between the average values   of both variables 
is only 17.64 mln. litres /ann  (< 10% from population).

Table 3. One sample t test

 Variable t df Sig. (2-tailed)
Mean  

Difference

95% Confidence Interval of 
the Difference

lower upper

Sample -.298 13 .770 -17.64 -145.55 110.27

Source: by author. Test value186.24. Std error mean 59.21.

 The results are listed in Table 3 indicate that the value hypothesized fall in the confidence intervals indicating a fail 
to reject the null hypothesis. Therefore, we can assume that the enquiry respondents will reflect the entire population of 
bioethanol producers in the eu. 

Statistical evaluation of the data in this thesis was performed using iBM SpSS Statistics 21, graphs performed with MS 
excel. 
 analysis of the results produced by the survey as part of this thesis confirmed that the presence of r&d in the 
bioethanol industry is a predictor of technological innovation. Based on the assumption that patents are one of the main 
indicators for measuring the technological innovativeness of companies (dodgson, et al., 2008), the average numbers of 
patents owned by companies reflect the company ability to generate innovative knowledge, which is a major predictor of the 
development or improvement of new products/processes.
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Fig. 1 Average number of patents belonging to bioethanol 
producers depending on the presence of R&D and the class 
of patents, 2012

Source: by author, based on EPO (2012).

 in the figure 1 the average number of patents (epo, 2012) owned by bioethanol companies is shown, it is split 
into two groups - with and without their own r&d. analysis was made on the data provided by the companies who partici-
pated in the survey as a part of this thesis (n = 14; Y/N - 9/5).
 evaluating the obtained results from companies that have their own r&d centres and companies that don’t have 
it was found that the ratio between the arithmetic mean values was more than 4.5 times. This result is similar in both 
cases - both in relation to patents belonging to bioethanol industry and patents related to the whole biofuel system. These 
results indicate that despite the focus on a particular industry, in this case bio-ethanol industry, in any case r&d increases 
technological innovativeness of companies. in some cases, existing patents in companies that do not have their own r&d 
centre shows that the alleged ability to generate their own knowledge without r&d centres in the bioethanol industries is 
less effective compared to those organizations that have r&d.
 Given the versatility of companies the difference between the number of patents for companies that have their own 
r&d centres and companies that don’t becomes even more expressed in favour of companies that do have their own r&d 
centres (see fig. 2). The difference between the arithmetic mean reaches up to 7 times. despite the fact that even the largest 
producers of bioethanol in some cases don’t have an r&d, the fact that r&d is an obvious influential predictor for produc-
tion of patents should be accepted, and is the reason what causes an increase in technological innovation capacity of the 
bioethanol companies.

Fig. 2. Average number of all patents owned by bioethanol 
producers depending on the presence of R&D, 2012

Source: by author, based on EPO (2012).

 further the text of the research presents an analysis of the results of quantitative studies of individual components, 
critical r&d factors,  that have a direct impact on previously established in the thesis determinants of innovation in the bio-
ethanol industries.
  population intercept α in this research will not be discussed, because in the considered set of data there are no 
such determinants of innovation. That is why permanent member α, should be considered just as a secondary value, needed 
for optimal prognosis, but it should not be interpreted literally. in that case in presented tables which are showing coefficients 
of simple linear regression, this value is not displayed.  
 it should be noted, that the analysis and interpretation of the data because of the high number of variables is not fully 
set forth herein. The paper presents the main and only interpreted having the highest value ratios. The models which are not 
statistically significant in this study are excluded and in the data collection are not given.
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Effect of Organisational CSF of R&D on determinants of 
technological innovation 

 The results of descriptive statistic of this block starts with the group of factors related to the organizational struc-
ture. Horizontal management structure r&d was relatively highly correlated with patents in the bioethanol industries and 
cpc classifications. These relationships are highly significant (p < 0.05). even higher correlation coefficient in this group 
stand out the relationship between the flexible structure and the dependent variables denoting the patents in the bioethanol 
industries and cpc classifications. despite the very high significance, the number of respondents linked to this factor was 
insignificant, therefore should not rely on the data link.
 Given the geographic distribution of r&d center, respondents in most cases recognized, that the positive results of 
r&d center, this center should be oriented In house. unfortunately the results do not allow to accept the decision as directly 
related to the determinants of innovation in the bioethanol industries. The only factor having the highest value was expressed 
negative correlation between the presence of r&d center and the geographic distribution centers.
 The results in the described statistics in terms of the relationship between the orientations of the organizational 
structure of the r&d and the dependent variables were not significant in this study. it can only be the result of an arithmetic 
average stress having the highest value. This factor determines the orientation of the r&d structure for the project.
 in the control group of factors describing the r&d, the respondents, as the success factors of the presented method 
of indicating their preference for Dual hierarchy, where both professional and managers levels are incorporated. This choice 
proved to be the change and has weak relationship with the variables indicating the determinants of innovation . Significant 
in relation to innovation variables were two relationships - between the factor that indicates poor control within the r&d, and 
patents in the bioethanol industries and cpc classification. These coefficients are significant at p < 0.01 .
 factors of r&d  related  to organizational culture show that some of these factors have a relatively high negative 
relationship with dependent variables, such as the relationship between Innovative organizational culture and the presence 
of r&d center. according to the survey, this factor is important for many respondents, as determined by the success of r&d. 
although this relationship can’t be considered significant at the standard of significance, but the high average value is im-
possible not to pay attention to this factor.
 in the group of factor which determine the strategy, several positive and thus significant correlation coefficients are 
present. all the most important relationship in this group apply only to patents in the bioethanol industries and cpc clas-
sification. These factors are - Adapting elements of strategy, Information gathering, Portfolio diversity. Besides a very high 
correlation coefficient of 0.944 in relation to patents Adapting elements of strategy correlation is significant at p <0.01.
 The last group of factors human resource management in the unit which addresses the organizational factors have 
a strong correlation coefficient describing the relationship between technology and Researchers to spend a small portion of 
their time of development of their own ideas. obviously it can be concluded that the free time allowed for the study encour-
ages the development of new technologies.

Table 4. Regression estimate of R&D organisational CSF  
effects on technological innovation determinant –  
“Technology Degree” in EU bioethanol industry 

Variables

Unstandardized Coef-
ficients

Std. Coef. 90.0% Confidence Interval 
for B

B Std. Error Beta L. Bound Up. Bound

researchers to spend (a small portion of 
their) time of development of their own ideas 0.260 0.071 0.729 0.134 0.386

Source: by author. p<0.05;

 Researchers to spend (a small portion of their) time of development of their own ideas was the only regressor having 
a significant impact on the level of technology in the group belonging to the organizational factors (see Table 4).
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Table 5. Regression estimate of R&D organisational CSF ef-
fects on technological innovation determinant – “Volume” in 
EU bioethanol industry 

Variables

Unstandardized Coef-
ficients

Std. Coef. 90.0% Confidence Interval 
for B

B Std. Error Beta L. Bound Up. Bound

r&d strategy is an integral part of overall 
company mission 41.268 21.581 0.483 2.805 79.732

Source: by author. p<0.1;

 dependence variable under the codename Volume, determines the size of companies and therefore the availability 
of resources for r&d, it was possible to establish a significant influence only in one independent variable R&D strategy is 
an integral part of overall company mission (see Table 5) allocated variable has a relatively low importance in the presented 
model.

Table 6. Regression estimate of R&D organisational CSF ef-
fects on technological innovation determinant – “Patent_b” 
in EU bioethanol industry 

Variables

Unstandardized  
Coefficients

Std. Coef. 90.0% Confidence Interval 
for B

B Std. Error Beta L. Bound Up. Bound

horizontal structure 1.363 0.573 0.566 0.342 2.384

flexible structure 3.231 0.524 0.872 2.297 4.164

not too tightly controlled 1.916 0.468 0.763 1.081 2.751

adapting elements of strategy 2.272 0.229 0.944 1.863 2.681

information gathering 1.053 0.443 0.566 0.264 1.843

portfolio diversity 1.477 0.549 0.614 0.499 2.455

other r&d strategy 2.585 0.419 0.872 1.838 3.332

*other organisational variables 0.993 0.519 0.483 0.067 1.918

Source: by author. p<0.05;* p<0.1

 in the table 6 significant coefficients are given by a simple linear regressions indicating the influence of critical fac-
tors belonging to the organizational group for a set of determinants of technological innovation - patents belonging to the 
bioethanol industry. Flexible structure has the highest coefficient of regression in the group describing the organizational 
structure of r&d. in the group describing the relationship between factors of r&d strategies and patents in bioethanol in-
dustry established significant regression coefficient of factor Adapting elements of strategy. regression coefficients of the 
critical factors Other R&D strategy and Other organisational variables affecting established determinants are associated with 
patents in bioethanol industries and have high coefficients of regression, but in this case, the factors are variables identified 
in different ways depending on the respondent. using the regression coefficients of variables Other R&D strategy and Other 
organisational variables in order to determine the influence of individual factors on critical determinants of innovation is 
impractical. 
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Table 7. Regression estimate of R&D organisational CSF ef-
fects on technological innovation determinant – “Patent_c” 
in EU bioethanol industry 

Variables

Unstandardized Coef-
ficients

Std. Coef. 90.0% Confidence Interval 
for B

B Std. Error Beta L. Bound Up. Bound

horizontal structure 0.846 0.383 0.537 0.163 1.529

flexible structure 1.788 0.472 0.738 0.948 2.629

* in-house (centralized one r&d lab) 0.801 0.414 0.488 0.064 1.539

research oriented r&d structure 1.269 0.301 0.773 0.734 1.805

adapting elements of strategy 1.471 0.162 0.934 1.182 1.759

information gathering 0.672 0.293 0.552 0.150 1.194

* portfolio diversity 0.789 0.393 0.501 0.088 1.490

other r&d strategy 1.431 0.377 0.738 0.758 2.104

* recruitment policy 0.630 0.298 0.521 0.098 1.162

*other organisational variables 0.640 0.341 0.476 0.032 1.247

Source: by author. p<0.05;* p<0.1

 coefficients of the regression analysis describing the effects of organizational factors on the predicted critical innovation 
determinant patent_c are listed in the table 7. from the organizational structures - Flexible structure turned out to be the stron-
gest predictor variable. explanatory variable Horizontal structure, belonging to the group of variables in the organizational struc-
ture, also has a significant impact on predicted variable patent_c. predictor In-house that determines location of r&d centre has 
had a significant effect on the production of certain patents for Y02e50/00 classifications. With the group that determines the 
orientation of the project variable Research oriented R&D structure proved to be a significant predictor. it should be emphasized 
that the predictor Adapting elements of strategy that has a strong influence on the response variable. Other strategy should be 
excluded from the list of predictors of technological innovation because of the changeable variable form.  
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Table 8. Regression estimate of R&D organisational CSF ef-
fects on technological innovation determinant – “Patents” in 
EU bioethanol industry 

Variables

Unstandardized  
Coefficients

Std. Coef. 90.0% Confidence 
Interval for B

B Std. Error Beta
Lower 
Bound

Upper 
Bound

*Researchers to spend (a small portion of their) 
time of development of their own ideas 15.104 7.511 0.502 1.718 28.490

Source: by author. * p<0.1

 according to regression analysis an independent variable Researchers to spend (a small portion of their) time of 
development of their own ideas is identified, it has a positive impact on predicted variable which describes production of 
patents that have been produced throughout the multidisciplinary activities of the companies including bioethanol industry 
(see table 8).
 The results of the authors’ study allow us to affirm the existence of different types of relationships between critical 
factors of r&d center and innovation, or rather the various determinants of innovation. Based on the primary hypothesis put 
forward by the author asserts that the relationship between these variables is the rule rather than an accident, the results of 
the analysis using linear regression indicates that in most cases the regression coefficient is significant.
 naturally, these facts allow us to say that a hypothesis put forward by author (see eqn. 6) is confirmed.
 accordingly, following the construction of regression model of technological innovation in the bioethanol industries 
reveals the dependence of the change in the form of innovative determinative from the critical factors of the r&d and regres-
sion coefficients.

Y ≈ f (CSForg,β) (4)

where CSFOrg organisational critical factor of r&d (see tables 4-8)
 consequently, the results of the regression analysis indicate the degree of influence of each of the presented and 
subjected to factor analysis to identify determinants of technological innovation. Since each of the organisational cSf mani-
fested r&d as a predictor of technological innovation it must be assumed that the sum of the designation of these variables 
will denote the overall effect on specific determinants. accordingly, it can be argued that the innovative abilities, from here 
and it becomes possible to produce innovation is higher in the objects of study in which quantitative indicators at the time of 
their definition has the highest value. considering conducted modelling technological innovation capacity of the companies 
in bioethanol industry is expressed by a model having the following mathematical equation:

Y = 
5

j
∑∑n

i
jβCSForgij

Xj

(5)

 in other words conducted research and created model (eqn. 5) gave companies an opportunity to identify organisa-
tional critical factors, following which they can more successfully perform technological innovation, i.e. change the company 
in a technical aspect, so that these changes would allow producing a new product or a process allowing the company to 
beat the competition.
 The author suggest, the insertion of standardized coefficients in to the developed model should be avoided, as 
dependent variables have different scale of measurement. Standardized coefficients should be considered as a specific 
indicator having some power to influence with  calculated significance on single, specific dependent variable, provided that 
we are going to compare a single dependent variable.
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Summary

This research contributes to the literature dedicated 
to r&d organizational factors in bioethanol industry of 
european union in order to find out the cSf influencing 
technological innovativeness capacity. Scientific literature, 
which studies r&d, mainly focuses on one or several fac-
tors separately, having an impact on certain conditions, in 
particular on productivity or a degree of innovativeness 
of companies expressed by certain specific determinant. 
Therefore, connections and their power/degree of influ-
ence are found only in some cases.   These relationships in 
the scientific literature are isolated, not represented in the 
complex relations and it is not possible to determine the 
influence of each of them, thereby eliminating the possibil-
ity of modelling in a particular environment.
 development of technological innovation pro-
cesses, for a new generation of bioethanol production as 
well as for conventional, is a knowledge-intensive process, 
which requires the possession of special knowledge and 
training - accumulates in the r&d function. identify critical 
factors r&d having direct links with the determinants of 
innovation, defining a coherent innovation of companies is 
becoming a necessity conducive to sustainable competi-
tiveness.
 Systematic overview of factors contacting with 
r&d, therefore creates uncertainty direct effect on the 
r&d, showed that facts published in the scientific literature 
have a vast population. nevertheless, such a large variation 
of factors involved in all areas of the r&d require some 
organizing, allowing to further their processing system. 
 derived determinants of innovation in the bio-
ethanol industries - the capacity of companies, since r&d 

center, the level of technological innovation, the number of 
patents and their relationship to critical factors allow the 
use of econometric methods study to identify the coeffi-
cients indicate the action force established relationships, 
the total value of which determines the technological in-
novation capacity of companies in general bioethanol in-
dustries.
 The empirical study of this thesis, has discovered 
and presented existing connections between innovation 
determinants and critical factors of r&d, with defined val-
ues which indicate virtue of certain groups and r&d critical 
factors on a certain innovation determinant in bio-ethanol 
industry, it allows to use established relationships in vari-
ous types of models describing the dependence of the in-
novativeness of companies from critical factors r&d. 
 The developed model allows to identify cSf given 
the specificity of the r&d industries would allow compa-
nies to identify and strengthen its innovative capabilities. 
Since ethanol is a product that has a standardized quality 
parameter, the cost of the final product is a key parameter 
used in nodule struggle. 
 as the large scale chemical production is very 
much similar in its specifics to bioethanol industry, would 
be fairly to state that this research is equally important for 
these industries.
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Annex I. Independent variables of Organisational CSF in R&D. 
Group Code Independent variables
Type of organisa-
tional structure

ao1 centralized
ao2 decentralized
ao3 combined
ao4 horizontal (few or no levels of intervening management between staff and managers)
ao5 divisions (groups each organizational function into a division. each division within a divi-

sional structure contains all the necessary resources and functions within it)
ao6 Matrix structures (groups employees by both function and product)
ao7 individual autonomy
ao8 flexible
ao9 other

Geographic loca-
tion of the r&d 

Bo1 Geographic distribution of r&d labs
Bo2 in-house (centralized one r&d lab)

orientation of the 
organizational 
structure of r&d

co1 project-oriented structure
co2 input oriented structure (oriented by research discipline, technical area or activity)
co3 r&d structure is organized by product line
co4 research oriented (research analyses properties, structures, and relationships with a view to 

formulating and testing hypotheses, theories or laws)
co5 development oriented (installing new processes, systems and services, or to improving 

substantially those already produced or installed)
Type of organisa-
tional control

do1 dual hierarchy (both professional and managers levels are incorporated)
do2 Triple hierarchy (managers, professionals and professionals with administrative status)
do3 influence of the two supervisors
do4 not too tightly controlled
do5 internal entrepreneurship teams (independent, accountable structures)
do6 other

organisational 
culture

eo1 innovative organizational culture
eo2 Tolerance of failure
eo3 competitiveness between employees
eo4 Groupthinking
eo5 other

r&d strategy fo1 long-term strategic planning
fo2 long-term objectives
fo3 r&d strategy is an integral part of overall company mission
fo4 adapting elements of strategy (objectives, policies, programs)
fo5 horizontal strategy (expands business into different products, processes that are similar to 

current lines)
fo6 information gathering
fo7 Technology strategy (selection, timing, acquisition mode)
fo8 portfolio diversity
fo9 other

human resource 
management

Go1 recruitment policy
Go2 explicit career plan
Go3 incentives to motivate personnel
Go4 Motivation through job security
Go5 Keeping a researcher at the innovation stage (individual goes through number of stages in a 

given position. at first socialization stage, then innovation and stabilization stage)
Go6 job rotation
Go7 researchers to spend (a small portion of their) time of development of their own ideas
Go8 other

other jo1 other
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Annex II. Descriptive statistics and correlations of variables 
in analysis

 Variables Min Max Mean S.D. Techn Volume Patents_b Patents_c Patents

Techn 0.0 2.0 .4 .6 1
Volume 5.4 850.0 168.6 221.5 .086 1
Patents_b 0.0 14.0 2.0 4.0 -.031 -.016 1
Patents_c 0.0 8.0 1.4 2.6 .057 -.073 .967** 1
Patents 0.0 226.0 20.2 59.5 .310 .884** -.086 -.088 1
AO1 0.0 5.0 1.4 2.0 .351 .213 -.249 -.251 .334
AO2 0.0 0.0 .0 .0 .a .a .a .a .a

AO3 0.0 5.0 2.1 2.0 -.267 -.349 .343 .385 -.278
AO4 0.0 5.0 .6 1.6 .132 .008 .566* .537* -.083
AO5 0.0 0.0 .0 .0 .a .a .a .a .a

AO6 0.0 4.0 1.0 1.7 -.355 -.069 .318 .226 -.144
AO7 0.0 0.0 .0 .0 .a .a .a .a .a

AO8 0.0 4.0 .3 1.1 -.162 .080 .872** .738** -.030
AO9 0.0 3.0 .2 .8 -.162 .301 -.073 -.151 -.093
BO1 0.0 3.0 .4 .9 -.234 .231 -.146 -.217 -.092
BO2 0.0 5.0 3.2 1.6 .148 -.084 .443 .488 .135
CO1 0.0 5.0 3.0 2.0 .179 .209 .210 .306 .280
CO2 0.0 5.0 .4 1.3 -.162 -.037 -.145 -.151 -.098
CO3 0.0 3.0 .2 .8 -.162 -.050 -.145 -.151 -.020
CO4 0.0 5.0 .4 1.3 .292 -.203 -.073 -.151 -.093
CO5 0.0 5.0 2.1 2.3 -.038 -.112 .136 .017 -.265
DO1 0.0 5.0 3.5 1.2 -.052 -.141 .100 .166 .122
DO2 0.0 0.0 .0 .0 .a .a .a .a .a

DO3 0.0 0.0 .0 .0 .a .a .a .a .a

DO4 0.0 4.0 .8 1.6 -.302 -.040 .763** .773** -.067
DO5 0.0 0.0 .0 .0 .a .a .a .a .a

DO6 0.0 4.0 .3 1.1 -.162 .301 -.073 -.151 -.093
EO1 0.0 5.0 3.0 2.0 .119 .284 -.029 -.044 .157
EO2 0.0 5.0 2.3 2.1 -.196 -.137 .329 .315 -.282
EO3 0.0 0.0 .0 .0 .a .a .a .a .a

EO4 0.0 5.0 2.3 2.4 .080 -.448 -.113 .032 -.292
EO5 0.0 3.0 .2 .8 -.162 .301 -.073 -.151 -.093
FO1 0.0 5.0 1.6 2.3 .305 -.447 -.227 -.209 -.225
FO2 0.0 5.0 1.6 2.2 .118 -.346 -.255 -.200 -.188
FO3 0.0 5.0 2.5 2.6 .351 .483 .225 .200 .285
FO4 0.0 5.0 .6 1.6 -.237 -.001 .944** .934** -.060
FO5 0.0 5.0 .6 1.6 .132 -.076 -.094 -.040 -.077
FO6 0.0 5.0 1.3 2.1 -.367 -.105 .566* .552* -.157
FO7 0.0 5.0 1.6 2.3 .094 -.053 -.219 -.209 -.189
FO8 0.0 5.0 .6 1.6 -.237 -.040 .614* .501 -.088
FO9 0.0 5.0 .4 1.3 -.162 .080 .872** .738** -.030
GO1 0.0 5.0 1.5 2.1 .028 -.220 .427 .521 -.139
GO2 0.0 4.0 .3 1.1 -.162 -.050 -.145 -.151 -.020
GO3 0.0 2.0 .3 .7 -.239 -.212 -.214 -.222 -.140
GO4 0.0 5.0 1.3 2.0 -.088 .348 -.353 -.367 .502
GO5 0.0 4.0 .3 1.1 -.162 -.024 -.145 -.151 -.098
GO6 0.0 0.0 .0 .0 .a .a .a .a .a

GO7 0.0 4.0 1.1 1.8 .729** -.247 .394 .396 -.144
GO8 0.0 4.0 .3 1.1 -.162 -.050 -.145 -.151 -.020
JO1 0.0 5.0 1.2 1.9 .121 .162 .483 .476 .286

**. Correlation is significant at the 0.01 level (2-tailed).
*. Correlation is significant at the 0.05 level (2-tailed).
a. Cannot be computed because at least one of the variables is constant.
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Abstract
The study of leadership is often attempted from various disciplinary perspectives; studies, therefore, mimic the limited 

interests and leadership styles delineated by scholars working in business, education, community development, and socio-
logical fields.  instruments like the commonly used Multifactor leadership Questionnaire (MlQ) also tend to be written from 
a supervisor’s viewpoint, which limits their utility as a tool for comparing perceptions of subordinates to those of their super-
visors.  Because of those limitations, a more versatile bi-lateral instrument with blended leadership styles was developed.  
The instrument is titled the Vannsimpco leadership Survey (VlS).  The rationale for its development and a discussion on its 
validation are included in the pages that lie ahead.  also, the results of the reliability test on the VlS are reported.  a pearson’ 
product Moment correlation r produced a significant result, (r[108] = .91, p < .001). 

Keywords: leadership style inventory, business, education, blended leadership

Introduction

 With increasing globalization of economic 
systems which invariably invites greater competition 
in the marketplace, organizations are pressed to find 
and exploit the most efficient systems.  leadership is a 
method transmitted through formal and informal com-
munication channels, and although it has been defined 
for many years, there is a lack of consensus on the styles 
of leadership that are practiced in the real world.  for 
instance, sociologists focus on issues of power and con-
trol, symbolic meanings, or how organizations form and 
function.  Business managers are more likely to examine 
leadership behaviors from a “bottom line” and “ethical” 
standpoint, while educators justifiably relate leadership 
effectiveness to student learning outcomes.  The present 
study involves the creation of a new leadership survey 
form that incorporates ideas from several disciplines with 
an eye toward capturing the blending of styles used by 
situational leaders.  as is shown shortly, the researchers’ 
review of the literature suggests that while there are a 
number of leadership surveys in use, arguably the most 
commonly used instrument is the Multifactor leadership 
Questionnaire (MlQ).  Several factors limit transforma-
tional leadership’s appeal in a business model.  it relies 
upon stereotypical leadership styles that, in short, portray 
the transformational leader as the ideal and the transac-
tional leader as detached and unconcerned about staff.  
The stereotyping is even more pronounced with respect 
to autocratic leaders; they are portrayed as cold as and 
even harsher than transactional leaders.   it is the conten-
tion of the authors that such depictions do not reflect 
the manner in which most organizations are managed.  
indeed, it is quite possible that a leader could practice a 
hybrid form of, for example, autocratic-transformational or 
democratic-transactional leadership styles; moreover, if a 
leader follows Ken Blanchard’s change Model or Malcolm 
Knowles’ construct of from pedagogy to andragogy, many 
new initiatives clearly demand a leadership model that 
is didactic during their unfolding.  clearly that leadership 
style can be portrayed as autocratic.  
 in the pages that lie ahead, a discussion on the 
nature of leadership styles and their delineations are 
presented.  next, the development of the Vannsimpco 
leadership Survey (VlS) is discussed along with its vali-

dation and its test of reliability.  The paper concludes with 
a summary and recommendations for further study and 
widespread application of VlS.  
Multifactor leadership Questionnaire (MlQ)
 The Multifactor leadership Questionnaire (MlQ) 
is considered valid across cultures, different organiza-
tional types, and leadership levels (Bass & avolio, 2004).   
The MlQ is a self-administered survey instrument, and 
consists of descriptive questions about different styles of 
leadership (avolio, Bass, & jung, 1995).   These questions 
measure transformational, transactional, and laissez-faire 
styles of leadership.   ozaralli (2003) reported the MlQ 
is “the best validated measure of transformational and 
transactional leadership” (p.338).  The original MlQ was 
first published in 1985 (Bass, 1985).  
 There have been various revisions to the MlQ 
instrument.  an earlier model of the MlQ, known as MlQ 
8-Y, measured eight dimensions of leadership consisting 
of four dimensions of transformational leadership (charis-
ma, inspiration, individual consideration, and intellectual 
stimulation), three dimensions of transactional leadership 
(contingent reinforcement/reward, management-by-ex-
ception-active, and management-by-exception-passive), 
and a single dimension of laissez-faire leadership (pas-
sive leadership) (Bass & avolio, 1989; hartog, Van Muijen, 
& Koopman, 1997).  There were several criticisms of this 
earlier MlQ instrument.  one of the most notable issues 
dealt with the discrimination between management-by-
exception-passive and laissez-faire leadership (Bass, 
1985; hartog, Van Muijen, & Koopman, 1997; Yammarino 
& Bass, 1990).
 The current form of the MlQ is formally known as 
the MlQ 5x.  The MlQ 5x contains the "full range leader-
ship theory" consisting of five transformational leadership 
subscales, two transactional subscales, and two passive 
subscales of laissez-faire (Bass & avolio, 2004).  Trans-
formational leadership style is measured by the common 
5-i's: idealized attributes, idealized Behaviors, inspiration-
al Motivation, intellectual Stimulation, and individualized 
consideration.  The transactional leadership management 
styles includes: contingent reward, and Management-
by-exception-active.  finally, the laissez-faire leader-
ship style includes: laissez-faire passive/avoidant and 
Management-by-exception (MBe)-passive (Barbuto, 
2005).  This version of the MlQ attempted to rectify the 
issue of laissez-faire and management-by-exception-
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passive, which was formerly considered a transactional 
factor.  
 The current version of the MlQ, the MlQ 5x has 
also garnered criticism from researchers, including the 
revision of current factor models.  alonso, Saboya, and 
Guirado (2010) reported through meta-analysis that the 
following four factors:  transformational leadership, devel-
opmental/transactional leadership, corrective leadership 
and avoidant/passive leadership are better fit than Bass’ 
categories.  reviewing extensive literature on the MlQ, 
Muenjohn, and armstrong  (2008) noted that diverse re-
sults were reported by many researchers on the validity of 
the MlQ.  finally, Keshtiban (2013) argues that the MlQ is 
outdated and does not consider current broader analysis 
of leadership components.  
Global leadership and organizational Behavior effective-
ness (GloBe)
 While the MlQ remains a popular assessment of 
leadership styles in the uS, a group of researchers exam-
ined leadership on the global scale in 2001.  The GloBe 
project, developed by house, hanges,  javidan, dorfman, 
and Gupta (2004), encompassed 62 societal cultures and 
examined 6 leadership dimensions (house et al., 2004).  
Those leadership dimensions include: charismatic, or 
value based; team oriented; self-protective; participative; 
humane oriented; and autonomous.  a follow-up study by 
Suryani, Vijver, poortinga, and Setiadi, (2012) reported that 
in indonesia the GloBe questionnaire assessed universal 
leadership styles (charismatic, team-oriented, and self-
protective styles).  additionally, practical implications of 
GloBe research includes identification of universal traits 
of leadership effectiveness (integrity, charismatic-vision-
ary, charismatic-inspirational, team-builder) (javidan,  
dorfman, de luque, & house, 2006; javidan & dastmal-
chian, 2009). 

Leadership Style Scale (LSS)

 There is currently only one leadership style instru-
ment designed to measure the hybrid factors of auto-
cratic, democratic, transactional, transformational, and 
laissez-faire leadership.  The lSS was developed by Tas, 
celik and Tomul (2007) and aimed to measure leadership 
style of school administrators with 59 items. The lSS 
has five dimensions: autocratic leadership (10 items), 
democratic leadership (13 items), laissez-faire leader-
ship (11 items), transformational leadership (15 items) 
and transactional leadership (10 items).  The coefficient 
of internal consistency of the scale was determined to be 
.87.  While the lSS covers the hybrid leadership factors, 
it is limited to piloting and administration to educational 
leaders (inandi, Tunc, & Gilic, 2013).  
 in summary, the development of leadership style 
instruments is an area of debate and continued research.  
Through a review of literature, no hybrid forms of leader-
ship surveys exists that encompass a variety of leadership 
factors without bias or an emphasis on one leadership 
factor, or one workplace setting.  

Other Leadership Style  
Instruments

 There are various leadership style instruments 
available electronically, although most are not referenced 
in scholarly peer reviewed journals.  one such instrument 
is the hay Group inventory of leadership Styles diagnos-
tic.  This self-administered survey provides the following 
leadership style results: the directive style; Visionary style, 
affiliative style, participative style, pacesetting style; and 
coaching style (Garrick, 2006).  other free self-adminis-
tered questionnaires are available through online search 
engines free of charge to participants; however, the pilot 
testing information is more difficult to attain.   

Current Research on Leadership 
Styles

 effective leadership is significantly related to job 
well-being in the workplace (Kuoppala, lamminpaa, liira 
and Vainio, 2008; lopez, Green, carmody-Bubb, & Kodatt, 
2011).  Most research in leadership styles focuses on one 
dimension of leadership style (i.e. transformational vs. 
transactional; or autocratic vs. democratic) related to ef-
fectiveness or employee satisfaction.  for instance, row-
ald and heinitz (2007) determined that transformational 
leadership was related to larger profit margins than other 
leadership styles, and hetland (2007) reported that trans-
formational leadership has also been positively correlated 
to professional efficacy.  While employees reported lower 
job-related tension working under a leader purporting a 
democratic leadership style (omolayo, 2007).    
in a study of school administrators, inandi, Tunc, and 
Gilic, (2013) discovered a negative relationship between 
autocratic or laissez-faire leadership styles and resistance 
to change.  however, instruments designed to measure 
various leadership styles in isolation have been available 
for decades, but lack the component to evaluate combina-
tions of leadership style in a condensed format for use in 
a variety of settings.  The lack of an instrument generated 
the development of Vannsimpco, a multi-dimensional 
leadership style instrument.  

Leadership Styles

 The Vannsimpco leadership Survey (VlS) at-
tempts to combine various leadership traits into more 
realistic and applicable categories. it assumes that most 
leaders cannot be described in monolithic terms of trans-
formational, transactional, democratic, autocratic, and/or 
laissez-faire. rather, leaders employ a hybrid of various 
styles based upon their contextual situation.  a brief over-
view and critique of each style is therefore necessary in 
order to understand the conceptual framework underpin-
ning the Vannsimpco.
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Transformational

 The darling of the leadership studies discipline, 
the transformational leadership method was first elabo-
rated upon through the historical research of Burns (1978) 
and, later, Bass (1985). according to these works, effec-
tive transformational leadership transcends the limitations 
imposed by followers and organizational structure. as 
Burns  (2003) explains, transformational leaders “cause a 
metamorphosis in the form or structure, a change in the 
very condition or nature of thing, a change into another 
substance, a radical change in outward form or inner 
character” (p. 24).  These leaders achieve their results 
through personal charisma, charm, clear vision, and pas-
sion. followers of transformational leaders believe them-
selves valued as an individual, and often feel empowered 
to perform better.
 Transformational leadership assumes institutions 
need, and require, a transformation; that innovation is 
always preferable to the status quo, and that followers 
are eager to be have personal and intimate relationships 
with their leaders. in many ways, this definition explains 
as much about the researchers’ world view as it does the 
leadership he or she is purporting to study.  if one believes 
in the need for constant innovation for the sake of innova-
tion, it makes sense why transformation leadership is ap-
pealing.  Yet, innovation is not always required or desired.  
Many followers or organizations may not want transfor-
mation or to form emotional connections to their leader, 
perceiving this attempts to establish emotional bonds as 
poor management or emotional manipulation. further-
more, followers may misconstrue the emotional appeals 
of transformational leaders and become overly dependent 
upon their leader for personal validation (Stone, russell, & 
patterson, 2003). Transformational leadership can be used 
by leaders who lack moral guidance and seek to wield 
the “dark side of charisma” (Yukl, 1989) for less than 
desirable reasons. although some advocates maintain that 
“authentic transformational leadership foster the moral 
values of honesty, loyalty, and fairness,” nevertheless, 
one cannot ignore how the traits of the transformational 
leader have been used for nefarious purposes.  it is this 
realization, demonstrated through historical experiences 
that should place some caution upon the degree to which 
transformational leadership is celebrated by educators 
and business leaders. 

Transactional

first explicated by Max Weber in the early twentieth cen-
tury, leaders who exercise transactional leadership use 
a quid-pro-quo approach to leading others. They tend to 
be task-oriented leaders, more concerned with manag-
ing followers, maintaining the chain of command, and 
achieving results rather than change. Many studies on 
transactional leadership stress how transactional leaders 
believe followers must be monitored closely.  Because of 

their result-oriented style, transactional leaders motivate 
their followers through a rewards/punishment system. 
critics of transactional leadership accuse it of being rigid 
and casting blame upon the followers and not the leader. 
others assert that leading through rewards appeal only 
to the selfish interests of the followers, thereby creating 
low-motivated workers (Bass & Bass, 2008). This is criti-
cism is apt if the rewards offered are minimal or unworthy 
of the effort required to obtain them. Yet, in situations 
where the rewards offered are desirable and worthy, the 
role self-interest in the transactional relationship can 
become a strong motivation for achieving success. at the 
same time, and despite critics’ assertions to the contrary 
(Bass & Bass 2008), followers motivated to obtain better 
rewards and can bring great things to organizations. 
This potential of such self-interested rewards leading to 
greater organization success was first acknowledged as 
early as 1705 in Bernard Mandeville’s work, fable of the 
Bees. 

Democratic

 as the name implies, democratic leaders seek 
advice and input from their followers. democratic lead-
ers motivate their followers by engaging their followers, 
listening to their ideas, and treating both the individual 
and their ideas as equals. under such a leader, organiza-
tion hierarchy becomes unimportant or non-existent. 
With such a belief in their equality, followers are motived 
to work harder because they trust they have an equal 
share of the success of the organization (lewin, lippit & 
White, 1939).  Bass and Bass maintain that democratic 
“leadership is considerate, democratic, consultative and 
participative, employee-centered, concerned with people, 
concerned with maintenance of good working relations, 
supportive and oriented toward facilitating interaction, 
relationship oriented, and oriented toward group decision 
making” (Bass & Bass, 2008, p. 441).
 at the same time, however, democratic leader-
ship has several shortcomings. a democratic leadership 
style does not respond well to emergency situations when 
quick, decisive, and energetic leadership is necessary. 
Because it consumes time to weigh equally all advice, 
democratic leadership is cumbersome and slow. at the 
same time, equating all ideas as equal ignores the wis-
dom that accounts from institutional memory or longevity 
of position-holding. democratic leadership also assumes 
that all followers possess a deep knowledge of internal 
workings, goals, and expectations of the entire organiza-
tion. furthermore, a leader may pose as democratic in 
order to placate followers but has no real intention of truly 
implementing the ideas of others. ironically enough and 
often downplayed in the literature, in order to have a truly 
democratic leadership style requires someone willing to 
exert their will upon the group to maintain order and keep 
conservations and ideas germane.
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Autocratic

 leaders who embrace an autocratic style concen-
trate all decision-making with themselves. relying upon 
their own discernment, autocratic leaders believe that a 
clear demarcation between follower and leader must exist 
for effective management. under such leadership, orga-
nizational hierarchy is strong and followers understand 
where all decision-making rests (lewin, lippit, & White, 
1939). 
The common perception of autocratic leadership is that 
it is the natural embodiment of Machiavelli’s famous 
dictum: “it is better to be feared than love, if one cannot 
be both” (Machiavelli, 1998, p 67). Without question, this 
style of leadership can be “arbitrary, controlling, power-
oriented, coercive, punitive, and close-minded,” (Bass & 
Bass 2008) thereby leading followers to resent the leader-
ship. not all autocratic leaders are  arbitrary dictators, 
however. in their seminal study on the topic, lewin, lippit, 
and White (1939) noted some benefits to autocratic lead-
ership, mainly that followers had clear understandings of 
what leadership excepted from them. at the same time, 
and assuming that the leader is not arbitrary, the this style 
can be of benefit to an organization composed of working 
professionals,  who have little desire to participate in 
leadership decisions and seek only do their job. Knowing 
that someone will make those decisions can become a 
benefit and motivator to self-motivated employees who 
wish simply to work to the best of their abilities.

Laissez-faire

 Borrowing from the economic theory of the same 
name, laissez-faire leaders take a “hands off” approach 
to leadership. They believe that followers know their par-
ticular role and job better than they do, and, thus, should 
be left alone. as such, followers of a laissez-faire leader 
assume a greater role in the organizational structure.    
if done poorly, laissez-faire leadership can produce 
severe dysfunction of an organization.  Because of the 
passive nature of the leadership, followers can lose 
motivation and become increasingly unproductive, 
thereby creating large degree of apathy from followers. 
at the same time, however, in an organization composed 
of self-motivating and highly competent followers, the 
degree of freedom offered by this approach can lead to 
great results.

Situational Leadership

 Situational leadership does not confine itself to 
one method of leadership. rather, it permits the leader to 
employ various leadership methods to different situa-
tions and groups, allowing the context of events to shape 
the leadership’s methods. although it lacks the in-depth 
study that all other leadership methods have received, it 
is nevertheless perhaps the most applicable to real-word 

situations. Given the distinctiveness and fluidity of various 
group dynamics, situational leadership methods can allow 
the leader to apply different methods as needed (hersey & 
Blanchard, 1969).  

Methodology

 as shown in the proceeding overview of the 
literature, most scholars focus on delineating transac-
tional; transformational; laissez-faire, which is referred to 
as avoidant/passive in the MlQ instrument, as the most 
commonly measured and perhaps understood leader-
ship styles. Some scholars, especially those in workplace 
sociology, concentrate on democratic, autocratic, laissez-
faire, expressive and instrumental styles (Tischler, henry, 
& Mendelsohn, 1999).  The review of the literature also 
suggests that the academic background of the scholar 
influences the leadership styles and indeed organiza-
tional paradigms he or she considers important.  While 
not abundantly clear in the literature, logic suggests that 
some managers may embrace a blend of leadership 
styles; this would certainly be the case if the leader is 
driven by a philosophy that values situational leader-
ship.  it would make sense that a manager might well 
be autocratic in some situations and more democratic 
in other settings.  he or she might also have a “good 
bedside manner” with an “iron fist in a velvet glove” while 
maintaining control of decision-making.  Some leaders, on 
the other hand, may employ a democratic leadership style 
because of their empowered workforce (i.e., unionized 
plants) demands it.  in such cases, the manager may be 
more instrumental (task oriented) rather than expressive 
(people centered).  in other words, it might be problem-
atic to think of the democratic leader as the only type of 
administrator who is considered to be a good “people 
person.” despite some depictions of autocratic leaders as 
being harsh and uncaring, they could in fact be charis-
matic and inspirational.  
 The MlQ (Multifactor leadership Questionnaire) 
has limitations in accomplishing an accurate depiction 
of leadership as it unfolds in most real-world settings; 
nevertheless, it continues to be arguably the most widely 
used instrument in delineating leadership styles and 
practices. in addition to not measuring hybrid forms of 
leadership the MlQ is hampered by its limited range of 
leadership styles: transactional, transformational, avoid-
ant/passive, and outcomes of leadership.  clearly this 
last form is not a leadership style; certainly, any desired 
outcomes in the workplace may be influenced by a host of 
other organizational and even local to global cultural and 
social forces.  With respect to the present study, the MlQ 
offers little insight into the use of hybrid leadership styles.  
Their absence in the MlQ led to the belief among some 
scholars that a better, more comprehensive instrument 
(survey) was needed. Vann’s discussions with colleagues 
at the university of the cumberlands (uc), regional busi-
ness leaders and school administrators, as well as faculty 
at the SBS Swiss Business School in Zurich, crystalized 
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the notion that a more practical instrument should be 
developed.
 informed by feedback collected during those 
dialogues, a new instrument was developed, titled the 
Vannsimpco leadership Survey (VlS).  it was established 
to gain greater insight into the use of a broader range 
and blending of leadership styles, which, in effect, should 
capture a more nuanced use of situational leadership 
practices.  VlS was developed by university of the cum-
berlands’ Barry a. Vann, jennifer a. Simpson, and aaron 
n. coleman in collaboration with SBS Swiss Business 
School.  The instrument seeks to fill a major void in the 
literature on applied practices in business and organiza-
tional development (see appendix a).
 While the dialogues with leaders in the field that 
are mentioned above established the instrument’s validity, 
its reliability was established in a pilot study conducted by 
Vann, the instrument’s senior developer, at the university 
of the cumberlands in the summer of 2014. an eclectic 
body of leaders who were taking part in a leadership 
seminar at uc was asked to participate in the pilot study.  
eleven seminar participants took part in the pilot study; 
they included business managers, professors, and college 
administrators.  reliability was established by a pearson’s 
product Moment correlation r.  data generated for the 
pilot study resulted from the administration of the VlS on 
two separate occasions among the same study partici-
pants.  a correlation test comparing the first administra-
tion and second administration scores produced a statistic 
in a favorable range, (r [106] = .91, p < .001). 
 These data suggest that the VlS is a reliable and 
valid instrument that has the potential to be used in a 
variety of business and organizational settings. its design 
facilitates its use among administrators to measure their 
perceptions of their leadership styles.  The wording in the 
instrument also allows for its administration to be used to 
delineate the perceptions of staff and subordinates rela-
tive to their supervisors’ leadership styles.

Summary

 The Vannsimpco leadership Survey (VlS) seeks 
to move leadership studies away from the institutional 
bias towards transformational leadership and the rigid, 
one-style-only, understanding for leadership methods.  
real-word leadership application employs a hybridization 
of the various forms of leadership. after significant testing 
and data collection conducted at the university of the 
cumberlands and in conjunction with the Swiss Business 
School, a pearson’s product Moment correction r reported 
a favorable range, (r [106] = .91, p < .001), thereby mak-
ing the VlS a dependable and effective instrument for 
testing leadership.    
 The development of the Vannsimpco leadership 
Survey (VlS) has implications for future researchers 
analyzing relationships between leadership style and 
effectiveness.  The VlS could be paired in a correlational 
study with an instrument to measure professional efficacy, 
job satisfaction, or other measures related to professional 
success.  The universality of the VlS allows researchers 
in virtually any setting to gather data to make decisions 
regarding leadership initiatives, training, and employment.  
The possibilities are limitless for innovative leaders and 
researchers to better understand current leadership styles 
of members of their selected populations. 
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Vannsimpco Leadership Survey Key

Transactional Questions

_____1 Supervisors should make it a point to reward staff for achieving organizational            goals.
 Strongly disagree 1     disagree 2      neutral 3        agree 4        Strongly agree 5

_____2 Supervisors should let staff members know what to expect as rewards for achieving goals.
Strongly disagree 1     disagree 2      neutral 3        agree 4        Strongly agree 5

_____3 Supervisors should set deadlines and clearly state the positive or negative consequences of staff members’ not meeting 
defined goals.

Strongly disagree 1     disagree 2      neutral 3        agree 4        Strongly agree 5

democratic Questions

_____4 Supervisors should give staff authority to make important decisions.
Strongly disagree 1     disagree 2      neutral 3        agree 4        Strongly agree 5

_____5 Supervisors should seek input from staff when formulating policies and procedures for implementing them.
Strongly disagree 1     disagree 2      neutral 3        agree 4        Strongly agree 5

_____6 To solve problems, supervisors should have meetings with staff members before correcting issues.
Strongly disagree 1     disagree 2      neutral 3        agree 4        Strongly agree 5

autocratic Questions

_____7 it is the supervisor’s ultimate responsibility for whether the organization achieves its goals. 
 Strongly disagree 1     disagree 2      neutral 3        agree 4        Strongly agree 5

_____8 Supervisors should make quick decisions in times of urgency and be more deliberate in making decisions during times of 
less urgency.

Strongly disagree 1     disagree 2      neutral 3        agree 4        Strongly agree 5

_____9 Supervisors should assign specific tasks to key staff members in order to achieve specific goals.
Strongly disagree 1     disagree 2      neutral 3        agree 4        Strongly agree 5

Autocratic-Transformational

_____10 Supervisors should provide the goal for the organization and allow staff to work towards achieving the goal, making sure 
to offer them feedback concerning their efforts.

Strongly disagree 1     disagree 2      neutral 3        agree 4        Strongly agree 5

_____11 Supervisors should retain control of decision making, but they should encourage high morale so followers can more 
effectively implement change.

Strongly disagree 1     disagree 2      neutral 3        agree 4        Strongly agree 5

_____12 Supervisors are responsible for the operation of the organization or department, which includes the development of the 
competencies and commitment of personnel.

Strongly disagree 1     disagree 2      neutral 3       agree 4        Strongly agree 5
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Autocratic-Transactional

_____13 in addition to having responsibility for decision-making, it is essential for a supervisor to provide incentives and disin-
centives for staff with respect to work they have done on assigned projects.

Strongly disagree 1     disagree 2      neutral 3        agree 4        Strongly agree 5

_____14 Supervisors should state clearly the incentives and disincentives to followers while maximizing oversight on the most 
critical decisions.

Strongly disagree 1     disagree 2      neutral 3        agree 4        Strongly agree 5

_____15 Supervisors make the key decisions for the organization and get most of the credit or blame, but they should make sure 
that their promises for rewards and disincentives made to workers are kept.

Strongly disagree 1         disagree 2        neutral 3       agree 4         Strongly agree 5

Democratic-Transformational

_____16 Supervisors should provide opportunities for staff members to be involved in decision making while serving as mentors 
during times of change.

Strongly disagree 1     disagree 2      neutral 3        agree 4        Strongly agree 5

_____17 Supervisors should be open to others’ ideas, yet he or she should guide employees to become stronger workers.
Strongly disagree 1     disagree 2      neutral 3        agree 4        Strongly agree 5

_____18 Supervisors should be highly concerned about developing staff’s ability to contribute to making important organizational 
decisions.

Strongly disagree 1        disagree 2        neutral 3       agree 4        Strongly agree 5

Democratic-Transactional

_____19 Supervisors should be comfortable working with groups to seek their input in making decisions while providing incen-
tives and disincentives for the quality of their work.

Strongly disagree 1     disagree 2      neutral 3        agree 4        Strongly agree 5

_____20 in order to make decisions, supervisors should discuss issues with all of the staff members while considering which 
incentives and disincentives should be used in response to the quality of their work.

Strongly disagree 1     disagree 2      neutral 3        agree 4        Strongly agree 5

_____21 Supervisors should be concerned about building consensus among staff members while making sure they understand 
the timelines, as well as their benefits and penalties in relation to achieving goals.

Strongly disagree 1        disagree 2       neutral 3       agree 4        Strongly agree 5
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Transformational

_____22 Supervisors should rely on personal influence and relationship building rather than on position or title to get staff to do 
work tasks. 
 Strongly disagree 1     disagree 2      neutral 3        agree 4        Strongly agree 5

_____23 Supervisors should develop strategies to develop the staff’s competence and commitment. 
  Strongly disagree 1     disagree 2      neutral 3        agree 4        Strongly agree 5

_____24 Supervisors should look for ways to develop the strengths of staff members.
      Strongly disagree 1     disagree 2      neutral 3        agree 4        Strongly agree 5

Laissez-faire

_____25 Supervisors’ jobs are to read reports and “see the big picture;” nearly all of their work should involve little or no direc-
tion of the staff members who make point of contact decisions.

Strongly disagree 1     disagree 2      neutral 3        agree 4        Strongly agree 5

_____26 Staff members should be hired with skills necessary to make decisions in the workplace. if staff members need direct 
supervision, they should not be working in the organization.

Strongly disagree 1     disagree 2    neutral 3        agree 4        Strongly agree 5

_____27 Supervisors should hire competent and committed staff members, which relieves the “manager” from making most of 
the day-to-day decisions.

Strongly disagree 1        disagree 2       neutral 3        agree 4         Strongly agree 5
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Abstract
nokia is a global leader in mobile communications whose products have become an integral part of the lives of 

people all around the world. after over a decade of leading the mobile industry, nokia, between 2007 and 2012, has fallen 
behind its competitors who have more recently entered the market. The gap between nokia, and the competition has 
increased significantly and nokia is now struggling in an effort to try to regain its role as a global competitor. 

in this article, we are trying to understand what has happened, what the current situation is, and what nokia 
could do to return to full profitability and leadership in the current, global marketplace. in order to do that, we have at-
tempted to analyze nokia’s business-level positioning strategy, including market positioning of its strategic business units, 
as well as how the positioning strategy influences the competitive and/or cooperative dynamics of the industry. addition-
ally, we will analyze nokia’s corporate-level strategy, identifying the businesses the company is in and is considering 
entering, how they are related or unrelated, and whether and how they create additional value. 

Keywords: Nokia, Business, Communications technologies, Disruptive technologies, Telecommunication Industry, 

Introduction

Within its nearly 150-year history, nokia has 
evolved from its origins in the paper industry to become a 
world leader in mobile communications. Today, nokia brings 
mobile products and services to more than one billion people 
from virtually every demographic segment of the population. 
(Savov 2012)

in 1967, the merger of three finnish companies 
(whose histories were rooted back to 1865), operating in 
wood-pulp mill, manufacturing rubber products, and manu-
facturing telephone and power cables, formed the current 
nokia corporation under the laws of the republic of finland. 
nokia entered the telecommunications equipment market in 
1960 producing radio-transmission equipment. (nokia 2012) 
in 1982, nokia introduced the first fully digital local telephone 
exchange in europe, and in the same year it introduced the 
world’s first car phone. The technological breakthrough of 
GSM was followed by world first GSM call made with a nokia 
phone over the nokia-built network of a finnish operator in 
1991, and in the same year nokia won contracts to supply 
GSM networks in other european countries. nokia’s strategic 
core business of telecommunications was developed with 
the goal of establishing leadership in every major global 
market. (Bugsense 2013) Basic industry and non-telecom-
munications operations were then divested.

Mobile communications evolved rapidly during 
the 1990s and early 2000s, creating new opportunities for 
devices in entertainment and enterprise use.  Mobile devices 
began increasingly to support the features of single-purposed 
product categories, such as music players, cameras, pocket 
computers and gaming consoles. (Gardiner 2008)

in 2007, nokia’s joint venture with Siemens aG, 
to form nokia Siemens networks (nSn), combined nokia’s 
communications and networks business and Siemens’ 
carrier-related operations for fixed and mobile networks. 
(nokia 2012)  in 2011 nSn then acquired the majority of the 
wireless network infrastructure assets of Motorola Solutions.

also in 2011, nokia announced and began 
implementing a new strategy for its devices & Services 
business, including its partnership with Microsoft to build a 
new global mobile ecosystem with Windows phone serving 
as the primary smartphone platform, and changes to nokia’s 

leadership team and operational structure. The aim of which 
was to accelerate the speed of execution in the intensely 
competitive mobile products market. 

in recent years, nokia has supported its develop-
ment of services and software capabilities with acquisitions 
of key technologies, content and expertise: navteq, a leading 
provider of comprehensive digital map information and 
related location-based content and services (dediu 2012); 
novarra, whose technology has formed the basis of a new, 
more powerful mobile browser available for nokia’s latest 
feature phones and asha full touch smartphones, and Sca-
lado, whose technologies are strengthening nokia’s position 
in mobile imaging and supporting its broader strategic goals. 
(Bloomberg 2012)

as part of nokia’s efforts to concentrate on 
services that make up their core business, it has also made 
strategic cuts, including the recent sale of most of its stake 
in the luxury goods business Vertu. additionally, since shifting 
focus onto mobile broadband and services, nSn has made a 
number of divestments of non-core assets, including the sale 
of its microwave transport business, the sale of its fixed line 
Broadband access business and the divestment of the assets 
of the non-core ipTV business. (nokia 2013)

nokia (2012) now has four operating and report-
able segments for financial reporting purposes: Mobile 
phones (within nokia’s devices & Services business), Smart 
devices here, and nSn.
•	 Smart devices focuses on nokia’s most advanced 

products, including lumia smartphones powered by the 
Windows phone operating system.

•	 Mobile phones focuses on nokia’s most affordable 
products, including asha full touch smartphones powered 
by the Series 40 operating system.

•	 here develops location-based products and services for 
a broad range of devices and operating systems, includ-
ing lumia smartphones.

•	 nokia Siemens networks (nSn) is a leading global 
provider of telecommunications infrastructure, with a 
focus on the mobile broadband market. following the 
completion of the acquisition that nokia made in to ac-
quire 50% ownership of Siemens aG, the subsidiary has 
been renamed to be nokia Solutions and networks with 
abbreviation unchanged at nSn.
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Nokia’s Strategic Problems
for a decade and a half leading up to 2012, nokia was the world’s leading mobile phone company. it was a pioneer in 

the smartphone market, literally introducing most current mobile device users to the smartphone, with its initial Symbian Series 
60 devices, in 2002. 

in 2007, apple introduced the iphone, which changed the very definition of what a smartphone should be. (Burrows 
2008) More and more users switched to pocket-sized, mini-computers with multi-touch screen instead of feature phones with 
small screen and low responsiveness. Samsung moved quickly into the smartphone industry while nokia failed to respond to 
the iphone and the shifting consumers demand, it did not want to give up its relatively successful smartphone platform, as it 
was very difficult to react to the changes when it was already a leading player. Samsung not only moved quickly, it also began 
development on multiple platforms including android, Windows and its own Bada oS. When nokia finally entered into a strategic 
partnership with Microsoft to produce new product for Windows phone platform, it was already too late; Samsung and apple had 
already taken over the lion’s share of the smartphone market. (arthur 2012)

nokia also faced difficulties in the low-end segment, (ibid) being attacked by local manufactures in developing markets 
such as china and india. There, thousands of micro-vendors, when added up, posed a threat in the low-end market segment. 
nokia’s products were very fragmented, and they did not have a flagship product until the lumia series, which was introduced 
relatively recently. 

nokia now faces the strategic problem of how to gain back its position, market share, and profitability. a comprehen-
sive analysis of nokia smartphone’s business may help to produce outcomes for nokia in its next step.

Nokia’s Business-Level Positioning Strategies
Most of nokia’s positioning strategies are needs-based, except for the nSn division, which was positioned as variety-

based. With its Mobile phone division, nokia pursued a low cost strategy. (agung 2013) By leveraging its advantage of economies 
of scale and moving its facilities to low-labor-cost and low-trade-barrier countries such as china, india, and Vietnam, nokia suc-
cessfully produced low-cost-for-low-price phones while maintaining its standard quality and durability. (Maier and ewing 2013)

for Smart devices and here services, nokia competes on a differentiation strategy. one of the first moves it tried to 
differentiate itself from others, was the selection of Windows phone as its primary oS platform. With Windows phone, nokia has 
implemented its advanced technologies such as free streaming music, mapping and navigation software, improved camera and 
image processing, and augmented reality layers of local information. in hardware, nokia introduced the lumia series with the 
best phone-based camera to date. The built-in, 41-megapixel camera featured on the lumia 1020 can be considered a disruptive 
technology that may, in the near future, affect the compact camera industry. (hashmi 2013)     

By divesting the luxury brand Vertu, which focuses on wealthy, high-end users, in order to fund its smartphone busi-
ness, nokia expresses its strong commitment to focus on the development of the smart devices, which nokia believes will have a 
stronger future.

nokia map and navigation applications based on here platform are considered better than Google Maps and apple 
maps in term of data-rich preciseness. (Kazmucha 2012) By the beginning of 2013, 190 countries were covered by nokia maps 
data in more than 50 languages. 110 countries have its navigation data and 26 countries use data from nokia maps to build 
traffic alerts. 

With nSn, nokia bets on focus strategy. during 2011 and 2012, nSn pursued a policy of prioritizing markets such 
as japan, Korea and the united States, as these markets typically offer vendors more value than other markets. (nokia 2012) 
in general, developed markets provide relatively high margins while emerging markets, where end-users and therefore mobile 
operators are often more financially constrained, provide lower margins.

nokia positions itself as the world’s leading mobile broadband specialist by focusing on this specific market, dedicat-
ing itself to world-class innovation to meet its customers’ needs, and achieving quality of such an exceptionally high level that it 
would become a key differentiator for nSn. To meet the aim of becoming a mobile broadband powerhouse, nSn has focused, 
both in terms of technology and geography. it has also put a strong emphasis on quality and innovation as important differentia-
tors. The goal of strong commitment to research and development is to help fix the ‘real world’ problems that mobile operators 
face and to provide the advanced technology that will give them a leading edge in competitive markets. (nokia 2013)



43SBS jaBr - Vol 3

Nokia’s Corporate Strategy
The current nokia corporation has come a long way from the group’s origins. in the 1990s the demand for telecom-

munication equipment prompted nokia to strive to be the global leader in this area. all non-core businesses were divested from 
1989-1996. at this point, the company was involved in building europe’s GSM mobile networks. (nokia 2012) during the 1990s 
and 2000s the company became more involved in providing a complete solution for the mobile communication market.

nokia’s corporate strategy is based on multimarket business activities. it has three main businesses (mobile devices, 
here, and nSn) and 4 business units for purposes of financial reporting. (nokia 2013) The three businesses focuses on different 
aspects relating to mobile devices, telecommunication infrastructure, and location based products/services. nokia’s corporate 
strategy (as of november 2011) is to restructure and focus on mobile broadband and services. (Seekingalpha.com 2012)

Nokia Siemens
nokia’s 25 billion euros entrance into the telecommunication infrastructure industry was through a joint venture with 

Siemens. The deal was for 50% ownership from both nokia and Siemens. it created the third largest competitor in the telecom-
munication market in 2007. The market leaders include ericsson and second place alcatel lucent. (Zacks equity research 2013)

The telecommunication infrastructure business has always been one of nokia’s areas of interests since the days of 
producing radio transmission equipment in the 1960s.  The presence of the company in this market provides additional value to 
their other business units. The mobile devices and location-based products/services benefitted from nokia Siemens continual 
support of mobile network operators. nokia Siemens’ ability to provide quality infrastructure and services to these operators al-
lows them to better utilize the products and services of nokia’s other business units. (Trading economics 2014)

in applying the ownership test to this business unit, both nokia and Siemens aG have different areas of business. This 
makes the complete acquisition of Siemens aG by nokia (or vice versa) not a possibility. nokia’s specialty was providing equip-
ment, solutions and services for network operators and corporations. Siemens specialty is in electrical engineering and electron-
ics. The combined tangible and intangible assets made a case for ownership through acquisition for both companies.

in 2013, nokia purchased the remaining ownership of the joint venture from Siemens as part of its strategy to focus on 
mobile broadband and services. The move was spurred on by the difficulties of integrating the two businesses over the course 
of their partnership. among the reasons cited was Siemens’ decentralized management and nokia’s on going dependency on 
its espoo head quarter. nokia Siemens purchase of Motorola’s wireless network infrastructure was similar because it included 
many tangible assets that could not have been acquired by means on a contractual relationship. The 900 million uSd purchase 
effectively made nokia the 3rd largest provider of mobile network infrastructure in the united States and the leading non-japan 
leader in the japan market. The acquisition also made nokia the 2nd largest provider worldwide.

HERE
nokia entered into the location mapping business by acquiring Smart2Go’s mapping and route planning software in 

2005. The software was a free application available to download onto nokia S60 and Windows Mobile 5.0 phones. in 2007 nokia 
made their biggest acquisition at that point with the $8.1 billion purchase of navteq a chicago based provider of digital maps. 
in 2012 nokia further expanded their location mapping services by acquiring 3d maps provider, earthmine. The acquisition was 
labelled as a move to fight apple to booster smart phone sales and profitability. in 2012 nokia renamed their nokia Map service 
to here. competition to buy navteq also came from Google and Microsoft. The acquisition of the largest provider of digital maps 
seemed like the correct decision for nokia at that time in order to secure their position as the leading provider of location and 
map services.
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Microsoft
The strategic partnership with Microsoft could be seen as a step for nokia to become less vertically integrated. nokia’s 

multiple operating systems and eco-systems have been their weakness in competition with apple and Google. here, nokia gets 
the Windows Mobile oS onto their phones and Microsoft has a partner with strong distribution networks and mobile device 
manufacturing capabilities. Microsoft acquires the rights (non-disclosed details) to use navteq’s maps in their Bing Map product. 
Most importantly the partnership allows for nokia to differentiate their phones by means of extensions and customizations to the 
software. (allan 2012)

Because contractual agreements between Microsoft and nokia were possible, it did not pass the ownership test. This 
was also partly due to government regulations barring the joint ventures and mergers of the two companies. (asymco 2014)
findings and recommendations
recommendations for each of the business of nokia are as following.

Mobile Phones
continued prioritization of nokia’s efforts to focus on the smart phone business with more r&d spending in developing 

an own oS will allow them to gain independence from oS suppliers as well as utilizing its competitive advantage in hardware 
manufacturing to strategically gain back market share reserving for the long term strategic move of their own oS introduction in 
the coming years. (Stienberg 2013)

nokia should continue the partnership with Microsoft to provide financial stability while researching for the next disrup-
tive ecosystem. competing in the growing smart phone market continues to be nokia’s best course of action. in order to compete 
in this market, it needs to adopt a viable operating system. There is only really one option for nokia at this point; the Windows 
Mobile oS. The option of using android as its operating system was considered a possibility back in 2010 but it was decided 
against because of Samsung’s dominance leaving little room for other competitors. currently nokia’s handsets accounts for 75% 
of all Windows Mobile units shipped. as of july 2013, nokia will no longer produce Symbian based phones, opting to rely on the 
Windows Mobile oS. (Singh 2013)

innovative technologies: nokia should create its differentiation from competitors by embedding its innovative mobile 
technologies into its smart devices. Two new technologies that nokia has developed and can be implemented to its smart devices 
in the near future are the indoor navigation and radio-wave-based wireless charging technologies. (perez 2013) The indoor navi-
gation technology provides precise indoor location information on a handset without GpS. it satisfies the location-based service 
needs, which has become the standard for a smart phone, and at the same time cuts down the cost of GpS chipset. 

design: nokia should also focus on the design because for many people a smart phone is not just a smart phone, it’s 
also a symbol of stauts and a form of personal expression. a cheap plastic case may ruin the value of a high-tech and feature-
rich smart phone.  not only should it focus on hardware design, the user interface also needs to be improved. The Windows 
phone’s user interface is generally considered to be less user-friendly than that of android or ioS. (Mobithinking.com 2014)

Manufacturing: Because the price gap between smart phones and feature phones is shortening, nokia should compete 
in the mid-end market of smart phone by producing lower priced lumia devices with android oS and basic features. it may also 
consider entering the tablet market as tablets will soon replace pcs in the near future.

HERE Businss Unit
continue to further build here (its location/map service business, so that to utilize the competitive advantages to 

increase the market share in not only smart phone base supply but also in other niche markets. nokia maps based on here 
platform is the biggest in the world. The maps industry is a blue ocean to help nokia regain the lead position in market. (Kelion 
2012, Manjoo 2013, Sheed 2012)
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Nokia Solutions and Systems Networks (NSN)
continue to develop nokia Solutions and Systems networks (formerly nokia Siemens network) to compete in the mo-

bile communication infrastructure market. The acquisition of Siemens’ 50% stake made nSn the 2nd largest in terms of revenue 
in this market. Based on the previously mentioned capabilities nSn is in the position to be nokia’s most profitable business unit. 
The focus for nSn should be prioritizing markets such as japan, Korea and the united States, as these markets typically offer 
vendors more value than other markets. nokia also has a large portfolio of patents that could be packaged together to be sold to 
other manufacturers and service providers of network architectures to finance nokia’s other operations. (Kharif 2008) in general, 
developed markets provide relatively high margins while emerging markets, where end-users and therefore mobile operators are 
often more financially constrained, provide lower margins.

Conclusion
Smartphone sales are going up steadily. according to certain predictions, smartphones will account for 78% of total 

global handset shipments by 2016.  (Millar 2013) as the prices decrease, more and more users switch from feature phones to 
smartphones. With the advantage of an open platform and enriched ecosystem, android phones will gain dominance the market, 
but the Windows phone is also well-placed through nokia to take a larger market share if it can keep its dominant position in the 
Windows phone segment.

The trend of moving toward 4G technology, would also greatly benefit nSn, as the main telecoms player that has a 
division in charge of developing and installing networks and wireless technologies for operators; thus, they can be the first to 
exploit this opportunity in conjunction with developing smartphones that will be able to fully use the 50 Mbps speeds that these 
new networks provide. With nSn’s leader position in such technology trend development, nokia sees big potential benefits that its 
subsidiary may enjoy, from this trend.
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