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Abstract

The concepts of high-velocity, complexity and interdependency are nowadays vividly discussed in
design-led innovation management. Design organisations seek to manage innovation in a more
dynamic way to ensure competitive advantage and long-term competitiveness. Contextual
ambidexterity is advised to be a dynamic capability that can facilitate firms to effectively manage
incremental and radical innovation alike. This paper proposes an approach that focuses on the
individual and the underlying thinking which bases its foundations on ambidextrous leadership,
abductive reasoning and strategic fit.
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1. Introduction

Managing design innovation is becoming ever challenging for organisation which has to evolve the
way they do it. Due to high complexity and interdependency of elements, only a handful of firms have
been able to fully grasp what it is required to spark innovation effectively (Christensen, 2003). On this
note, Nicholas et al. (2015) state that finding a balance between incremental innovation trajectory
(exploitation of available ideas in a short-term timeframe) and radical one (exploration of novel ideas
with a long-term timeframe) is essential for organisations that want to stay competitive in their market.
In other words, design organisations need to balance exploration and exploitation in design innovation
management in order to ensure long-term survival (Raisch and Birkinshaw, 2008). The idea is to not
miss the ‘next wave’, rather that significant change in the market provides huge opportunity but also
pressure to follow. A well-known example is the change from analogue to digital photography, famously
missed by Kodak. Moore (2015) compiled a whole list of organisations that missed the ‘next wave’ in
their respective markets. This shows the importance of mastering a dynamic capability to balance both
trajectories at the same time to stay competitive and create new value (Duncan, 1976). This capability of
an organisation to engage in both radical and incremental innovation in parallel and in a well-balanced
manner is referred to as ambidexterity (Turner et al., 2013; Nicholas et al. (2015); Hamel, 2002; O’Reilly
and Tushman, 2008). Salampasis et al. (2015, p. 43) argue that it is ‘important to lead an ambidextrous
thinking and strategy towards sensing the need of change and at the same time being able to develop the
right actions in order to reply to all these existing opportunities and threats.” As an early evidence of this,
Grant (1996) and Kogut and Zander (1992) suggest that the ability to wisely reconfigure competencies
and resources is extremely critical in high velocity markets. For this reason, companies should strongly
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focus on designing ambidextrous eco-systems and scout for ambidextrous design leaders. Such leaders
have particular skills: the capability to switch behaviour between innovation context as per exploitation
and exploration, and ingeniously manage the internal resources of the organisation to effectively foster
both (Kraner, 2018). Scholars suggest that by achieving ambidexterity design organisations should
benefit by increasing in revenue, profit and productivity growth (Lin et al., 2013) as well as generate a
significant competitive advantage (O’Reilly and Tushman, 2008). Despite this call for ambidexterity
from established research, many organisations struggle to truly implement it (Christensen, 2003). This is
often referred to as ‘balance problem’ and yields a critical gap in a company’s position to manage design
innovation effectively (Nicholas et al., 2015; Hamel, 2002). Difficulty in achieving a balance is seen in a
strong bias in favour of exploitation because it conveys greater certainty of short-term success (O’Reilly
and Tushman, 2013). Whilst, radical innovation is seen as highly challenging due to greater uncertainty
and needing more consideration, it can change current paradigm and push the organisation on top of its
market as well as support long-term strategy, but also has intrinsic higher risks. Regardless of whether
the organisation is seeking for radical or incremental innovation, it still must make the ‘right’ decisions
as to which particular innovation idea to engage in to leverage positive return and thus remain
competitive in the market.

Building upon Nicholas et al. (2015); O’Reilly and Tushman (2013) and Christensen (2003), this
paper objective is to explore the current state of organisational ambidexterity in innovation and
propose an approach to reduce the discovered ‘Balance Problem’ gap and manage contextual
ambidexterity in innovation with the support of ambidextrous design leaders. In particular it focuses
on the individual level (based on microfoundation theory) to explore design leadership qualities to
suggest an approach to reduce the ‘Balance Problem’. And in turn improve the way innovation is
managed. The paper is structured as follows. Section 2 presents a systemic review of extent literature
that focuses on ambidexterity. Then, Section 3 follows with an exploration of the ambidextrous design
leader and inherent thinking, forming the basis of our proposal to manage contextual ambidexterity in
Section 4. Conclusions and possible future research avenues are presented in Section 5.

2. The paradox: Managing exploration and exploitation

In the early literature on ambidexterity, the context of reference is typically closely related to strategic
management at the organisational level, considering the whole organisation as a more or less homogenous
entity (Duncan, 1976). Research has since focused on the role of leadership and thus, ultimately, of
individual leaders in formulating and orchestrating innovation through their organisations. This gave rise
to an increasing literature on the individual level in managing design innovation where different
researchers (Raisch and Birkinshaw, 2008; Andriopoulos and Lewis, 2009; Nosella et al., 2012) suggest
ambidexterity as an individual capability needed to embrace the tension and through the right leadership.
We conducted an exploratory systemic review to outline the current state of ambidexterity. In the
following, we present a summary of the key points evinced in the literature, which is filtered by Dresch et
al.’s (2015) criteria. Sources are drawn from areas like design, entrepreneurship, business, innovation
management and leadership, based on keywords such as: ambidexterity, organisational ambidexterity,
dynamic ambidexterity, simultaneous innovation, ambidextrous innovation. Empirical studies show that
(i) firm performance is positively affected by ambidexterity in conditions of market and technological
uncertainty (see Junni et al., 2013; O’Reilly and Tushman, 2013). Organisations that embrace and have
mastered ambidexterity are more successful because they are more reactive to market change financially
outperforming single-focused organisations, and have capability-growth and innovativeness (see also
Caspin-Wagner et al., 2012; Tushman et al., 2010; Auh and Menguc, 2005; He and Wong, 2004;
Tushman and O’Reilly, 1996; Raisch and Birkinshaw, 2008; Simsek, 2009); (ii) there is evidence that
show that both types of innovation are beneficial to each other and they can respectively cross-pollinate
with knowledge and expertise (Katila and Ahuja, 2002; Knott, 2002); and (iii) suggest three types of how
to conduct ambidexterity, namely sequential, structural and contextual ambidexterity of which each
requires a different structure, mindset and approach in order to achieve it (Birkinshaw and Gibson, 2004a;
O’Reilly and Tushman, 2013; see Table 1). A strong focus is upon the structure and how this plays an
important role in the contextual ambidexterity, Birkinshaw and Gibson (2004a, p. 201) say that a team
leader should build ‘a set of processes or systems that enable and encourage individuals to make their own
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judgments about how to divide their time between conflicting demands for alignment and adaptability’.
So, the he/she is highly influencing the mindset and approach to innovation of his/her team. It is important
to highlight why contextual ambidexterity is so beneficial: both trajectories are pursued by the people
from the same department which means a better information management and cross fertilisation of
innovations, and there is a culture of innovation which invites for exploration and accepts failure
(O’Reilly and Tushman, 2013). This organisational culture is illustrated by Adler et al. (1999) looking at
the well-known Toyota model of Kaizen. In Kaizen, employees perform exploitation activities and are
asked to change their job within an organisation regularly to learn new skills (exploration activities).
Firstly, the emphasis is put on the person, their personal curiosity and interest in exploration (Individual
level). Secondly, by helping the individual level this will eventually influence the other levels too because
it scales to team level like people forming the unit have a common understanding and alignment of
contextual ambidexterity (Team level) and ultimately to organisational level where organisational systems
promote flexibility, discipline and trust (Organisational level) (O’Reilly and Tushman, 2013).

Table 1. Types of ambidexterity

Sequential
Ambidexterity

Structural
Ambidexterity

Contextual
Ambidexterity

Characteristic

Level
Dependant/
Influence
Time of action

Organisation
role in the
market

Manager role

Culture

Employee’s
skills

Exploitation and Exploration
are sequentially conducted
based on market shift

Organisational
Market shift

Each phase is independently
conducted

Followers

Understand the market shift
and adapt accordingly

There is a culture of taking
action when needed,
following the market shift

Specialist

Exploitation and
Exploration are
conducted in separate
units or teams

Organisational
Departmental structure

Conducted
simultaneously but in a
separated manner

BAU

Define the structure and
trade-off between
exploitation and
exploration
There is a culture of
following internal
methodologies and way
of doing

Specialist

Exploitation and Exploration
are within one single unit and
contextually divided by the
employee that set aside times
for both.

Organisational + Individual
Explorative and venture
mindset

Both are run simultaneously
and within the same
department

Leader

Act as a creator and leader of
ambidextrous culture and
resources

There is a culture of
flexibility and discovery

Generalist

Instead, sequential ambidexterity is characterised by changing process and structures following shifts
in market condition (see also Lovas and Ghoshal, 2000). This is predicated on the assumption that the
innovation pace allows enough time to the organisation to change trajectory, usually it is described as
sequential phase of exploration and rigid exploitation (O’Reilly and Tushman, 2008). Structural
ambidexterity is related to the organisation having two departments for each type of innovation, one
that focuses on business-as-usual (hereon BAU) (incremental innovation) and the other one focuses on
research and development of novel ideas (radical innovation). In addition, the two departments also
minimise communication in order to mitigate possible distractions, influences and blockages, as
opposed to cross-pollinate ideas, but they share resources to reduce internal cost. In regards to this,
Rothaermel and Deeds (2004) refer to incremental innovation as the way to gain revenue that can
foster the exploration of innovative ideas. This is similarly proposed by Paap and Katz (2004) who
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argue that companies that do not have a solid and strong innovation culture often step into the
organisation dualism barrier (see also Assink, 2006) where incremental and radical innovation are
sought but internally there is a conflict that slows down the design process. Often, the exploration of
new alternatives involves creators and inventors who possess a high level of creativity, and that can
specialise in generating novel ideas without feeling the pressure that the market generates (external
pressure) and the influence from the BAU department (internal pressure) (Assink, 2006; O’Connor,
2008; O’Reilly and Tushman, 2011). Hence, there is an underlying tension between the two
trajectories of innovation. The explorative or radical innovation must account for flexibility,
alternative reasoning, proactiveness and autonomy, and experimentation, whereas the exploitation or
incremental journey requires efficiency, control, rigours and of course incremental improvements
(Tushman and O’Reilly, 1996; Benner and Tushman, 2003; Raisch et al., 2009; Turner et al., 2013).

In support to the above, Devinney (2013) highlight the importance of the individual, and states that
there is a gap to be bridged on how management theories have been researched and conceptualised.
Mainly because the individual is taken out from the equation when focusing on, for example,
organisational level and departments scope. This because, even thought contextual ambidexterity is
said to be beneficial to manage innovation, it is still unclear what should be the characteristic of and
who should lead the innovation journey, and how to operationalise and close the gap between the
organisation vision and the innovation department. Here, Microfoundational theory is suggested to
create value because it focuses on the individual at each organisational level and looks at the
organisation from a system and interconnectedness perspective (Devinney, 2013; Eisenhardt et al.,
2010). Thus, microfoundational theory create value by shaping the underlying thinking which in turn
supports contextual ambidexterity. Devinney (2013) further defines four levels of microfoundation
theories Individual-level theory (I-theory), Organisational-level theory (O-theory), Strategic-level
theory (S-theory) and Aggregation Theory (A-theory) (see Figure 1).

A-LevelTheory A-Level Theory

I Il

I\ /N
- ~ - ~
~ - =) — -

|-Level Theory i » O-LevelTheory = _—r, S-Level Theory

Figure 1. Microfoundations level-theories (adapted from Devinney, 2013)

Within microfoundations, the underlying actions at I-Level and O-Level that inform strategy and build
dynamic capabilities, which is likely to result in S-Level performance (i.e. Ambidexterity -
efficiency/exploitation and flexibility/exploration) (Eisenhardt et al., 2010; Brown and Eisenhardt, 1997;
Tushman and O’Reilly, 1996; Uzzi, 1997). On this note, Barney and Felin (2013) state that analysis of
these levels is often highly structured and siloed. For example, I-theory is likely to focus on the nature of
individual characteristic such as risk disposition, biases in decision making and the influence of mental
model, while S-theory may place emphasis on the utility maximisation and firm-growth decision making,
and discounts for the influence of individual bias. However, the organisation is not making these decisions,
rather it is individuals that make S-theory decisions. As such there is often a misalignment between the
three levels. Microfoundation theory bridges this structural analysis of organisational management (see
Barney and Felin, 2013; Devinney, 2013) and observes it from an aggregation lens. A-theory is therefore
the internal level that explores the connection of each higher-level with the lower-level concepts in order to
reach a shared language. However, it is a many-to-many relationship, so it is impossible to have linear
communication. It is an aggregation and reshape of knowledge that moves to a higher-level (Shapiro,
2000). For example, several I’s shape an O-level and many O’s make an S-level. Here, O-theories are to
the key link between S-level and I-level but how this work has not been formalised and is generally
understudied (Devinney, 2013). What is understood is that individuals are at the base of each level, and
individual influencing traits should be accounted for when exploring strategies and organisational dynamic
capabilities. Following this line of reasoning, we focus on the individual to increase organisational
ambidexterity. In the context of design innovation management, it is inferable that a crucial aspect is
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understanding at the individual level which leadership skills are needed to operationalise contextual
ambidexterity within design companies.

3. The ambidextrous design leader: Leading the tension

Concluding from the above discussion, contextual ambidexterity seems to have the biggest yielding
power; however, it is not clear how to operationalise in design innovation management and intervene at
the O-level (Devinney, 2013). The specific skills and actions that facilitate ambidexterity are still
unclear. In addition to this, Turner et al. (2013) suggest that ambidexterity is often discussed on what it
brings as a result and not what managers do to foster and generate an ambidextrous culture of innovation.
For this we looked into leadership literature to distil what is described as effective leader (see Table 2).
Furthermore, focusing on I-Theory, elements such as flexibility, alignment and control are intrinsic parts
of contextual ambidexterity (Khazanchi et al., 2007; Eisenhardt et al., 2010). Trust, common identity and
a feeling of freedom are contributing positively to this as individuals know that initiative can be brought
forward, there is a collaboration attitude, expansion of skill and the ability to perform multitasking
(Birkinshaw and Gibson, 2004a). The result is a common identity which mainly creates a sense of
belonging, enhance trust, improve accuracy and support long-term collaboration. This implies having an
understanding of thinking and doing toward a shared vision (Birkinshaw and Gibson, 2004b).

Table 2. Qualities of a leader (summarised from Kraner, 2018; Mumford et al., 2000; Arruda,
2016; Bennis, 1989 and Conger and Kanungo, 1987)

Qualities of a leader

Creative Volition attitude
Innovate for the entire organisation Intrapreneurship
Development of ideas Influencing attitude
Long-term thinking Openness to change
Challenge the status quo Transformational leadership
Create vision and meaning High risk acceptance
Do the right things Abductive reasoning

From here we follow the concept of ambidextrous leader described by Kraner (2018, p. 37) and try to
empirically link his/her role at O-level to contextual organisational ambidexterity described in Table 1
by splitting elements of contextual ambiguity between explorative and exploitative activities
(visualised in Figure 2).

incremental shift behavioural focus between Il and Rl
- innovation create new meaning to deal with paradox
O link with org. strategy and vision
= .—7 ] C
8 build a culture of innovation
‘= ambidextrous leader set measurement for control
© age flexibility and build a solid alignment
(@) L_ 9 g
— 1
o cross-knowledge between Il and Rl

. velop a comm identity
dlical develop a common identity
innovation multitasking performance

Figure 2. Position and characteristics of an ambidextrous leader

Based on this, an ambidextrous design leader should be able to help at O-level to select radical ideas
from the explorative activities and help them transitioning to the exploitation department of the
organisation in order to fit the organisational strategy. As a result, the radical innovation becomes the
BAU (Moore, 2015). Moore (2015) explains the four quadrants (see Figure 3): incubation zone —
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lookout for radical idea to catch the ‘next wave’; transitional zone — a radical idea is selected and moved
to further development before it becomes the main organisation’s market, here risks, investments and
efforts are at most; performance zone — the BAU of the organisation and the refinement of current
products, and productivity zone — everything else that relates with running the organisation.

transitional performance
zone zone
radical incremental
innovation ?’ o innovation
1
R ! 7
1
1
1
O
incubation productivity
zone zone

Figure 3. Four quadrants of ambidexterity (adapted from Moore, 2015)

In terms of managing the fours zone, return on investment in either the incubation zone and
transitional zone are many years down the new product development journey. For this reason,
radically innovative ideas are still in their embryonic stage — in the presence of high level of unknows,
novelty and uncertainty — and cannot be immediately moved to the performance zone which is the
revenue engine of the company. In this zone an iterative process to refine current marketable products
is performed. The performance zone therefore is structural, it does not account for ambiguity and high
uncertainty. The productivity zone is the one that make sure that the performance zone run efficiently
and smoothly, hence it is part of the incremental type of innovation and the two go together in order to
make sure that resource and capital are available for BAU. Even though this distinction helps
understand the different stages, Moore says that the two activities — exploration and exploitation —
should remain separate. It is also not clear how the selection in the incubation zone should be
conducted. We try to reduce the gap by focusing on the qualities regarding ambidextrous design
leader listed in Table 1 - i.e. related to creating a vision, probe-and-learn, long-term thinking and new
way of reasoning, and current research that focuses on divergently way of reasoning (see Dong et al.,
2015, 2016; Dorst, 2011; De Bono, 2009). Figure 4 visualises the gaps.

Ambidextrous
HOW j' Leader Qualities

Abductive
Reasoning

TO
TRANSFER
O- ==t >0
:
HOW
TO '
LY SELECT ,
I
)

Figure 4. Contextual ambidexterity and gap

4. A proposal to manage contextual ambidexterity

Proceeding from the outlined qualities, Vettorello et al. (2019) present a summary of the literature
highlighting that the generation of abductive hypotheses is supporting the decision-making process as to
envision future trajectories leading to viable innovation opportunities. This very reasoning allows decision
makers to conceive follow-up opportunities of the given options which exposes the person to stretch his/her
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imagination beyond what is proposed and direct their thinking to future opportunities. However, Smith and
Lewis (2011) outline that there is a significant difficulty for organisations and leaders to hold paradoxical
boundary conditions. Senior design leaders may handle and solve this paradox as underlined in Cao et al.
(2009) and O’Reilly and Tushman (2011). Hence, we propose an approach that sits at the intersection of
organisation management — ambidexterity and innovation management — and abductive reasoning whose
aim is to support innovation management in design organisation Leveraging on solid research O’Reilly and
Tushman (2011), Table 3 links strategic elements with organisational, tactical and operational level that
highly benefit ambidexterity which sum our argumentation.

Table 3. Strategic elements to foster and maintain ambidexterity in organisation (adapted from
O’Reilly and Tushman, 2011) with our strategy categorization at different levels

Level of Element of Ambidexterity Our categorization of

intervention organisational strategy

Organizational A compelling strategic intent that intellectually justifies the Strategy fit
importance of both exploration and exploitation

Organizational | An articulation of a common vision and values that provide for Strategy differentiation

and Tactical a common identity across the exploitative and exploratory units

Tactical A senior team that explicitly owns the unit’s strategy of Strategy execution

exploration and exploitation; there is a common fate reward
system; and the strategy is communicated relentlessly

Tactical and The ability of the senior leadership to tolerate and resolve the Strategy communication
Operational tensions arising from separate alignments
Operational Separate but aligned organizational architectures (business Strategy integration

models, structure, incentives, metrics, and cultures) for the
exploratory and exploitative units and targeted integration at
both senior and tactical levels to properly leverage
organizational assets.

Based on what has been discussed so far, we developed the following approach (see Figure 5)
suggesting that organisation should seek for ambidextrous leaders that have the capabilities to be the
linkage between exploration and exploitation. For example, Dyson has been able to share a vision
(organisational level) and design innovative solutions by envisioning radical ideas as a continuous
incremental journey (tactical and operational level) (The Leadership Network, 2016). Through
discovery and experimentation Dyson has worked backward from the envisioned idea to develop small
incremental steps to reach radical product and disrupting the market.

Strategy execution

1 Strategy integration
Strategy communication Strategy

Fit
Strategyiintegration
‘_—_.

Strategy differentiation

Figure 5. Fitting ambidexterity with organisational strategy

The proposed approach starts by outlining the ‘Strategy Fit’ that entails the envisioned future scenario
generated by abductive reasoning and value creation. This also gives the rationale as to fund exploration
of uncertain territories and dedicate resources for it, instead of pushing certain terrain and aim for short-
term targets. At the organisational level this answers questions such as ‘what the current market looks
like in 5, 10, 15 years’; ‘what are customers’ needs in the future’; ‘what new technology could improve
our product or generate new markets’. As per ‘Strategy Differentiation’, once a solid hypothesis is
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envisioned by using abductive reasoning, the organisation can work backward to define the explorative
exercises in order to discover radical ideas that are able to reach a change of meaning (see Figure 6).

3 —

Figure 6. Contextual innovation approach

Here is the ability of the ambidextrous design leader to shift context (explorative and exploitative) and
carefully observe the likelihood of knowledge and technical cross-pollination. The design leader has to
enhance a culture of trust, adaptability and freedom as well as control which allow for individual
exploration and maintain a level of accountability. This is also infused from the strategy fit at
organisational level. Doing so provides the common understanding and promotion of trust,
cooperation, and a long-term perspective highlighted in O’Reilly and Tushman (2011). Our presented
model proposes that the exploitative and explorative departments should be aligned under one
overarching vision and the design leader can act on dynamic capabilities and leverage organisational
assets to support them (Strategy Integration). Furthermore, when there is not a clear alignment the
design leader must have the ability to tolerate and resolve this tension (Strategy Communication).

5. Conclusion

By reviewing the literature on design innovation and organisational ambidexterity we observed what
has been defined as to the “Balance Problem” paradox (Nicholas et al., 2015). We reviewed different
types of ambidexterity outlined in extant literature - sequential, structural and contextual. From the
review we find contextual ambidexterity and its intrinsic attention to the individual is fundamental for
managing positively the two trajectories of innovation. Next, we reviewed literature that deals with
leadership skills. Hence, we make the latter along with contextual ambidexterity and microfoundation
the foundation of the suggested framework in order to manage exploration and exploitation more
effectively and efficiently in design companies. From the review we propose an innovative approach
to manage contextual ambidexterity in design companies. We argue that managing contextual
ambidexterity requires a radical vision to be developed at S-level. Thus, by incrementally stepping
backwords from this vision, the organisation can define resources, competences, technologies and
processes needed in order to reach the envisioned new meaning while developing radical innovation.
The ambidextrous design leader is presented to be the effective link between the operational and
tactical level of the organisation and the organisational level. Thus, we conclude that the ambidextrous
leader should be able to integrate product development while informing strategy, develop a sense of
trust, flexibility, accuracy, respect and belonginess to enhance a culture of innovation. Implications for
embracing this approach are likely to be seen for example in the context of innovation management —
specifically how this will influence the management and impact of innovation (i.e. the introduction of
new reasoning such as abductive reasoning) or HR management — for instance, how characteristics of
the ambidextrous leader will be endorsed and enhanced by the organisation to design leader. Future
research will need to test the proposed contextual ambidextrous approach. Also define metrics to
justify this approach which will ultimately inform the applicability and iteration of it in the context of
design innovation management and how this could be well-integrated with the organisational strategy
and BAU trajectory to increase flexibility and adaptability in a constant and high-pace market.
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