Tao of Innovation
(New Conceptual Framework for Answering the Question: How to improve productivity of knowledge workers in 21 century?)
Jeong-Hwan Choi

E-mail: jeonghwan.choi@gmail.com
Tel: +82-(0)16-9345-2416
[*This paper was presented to 2006 Kouksundo Sabum Paper Competition] 

Table of Contents
21. INTRODUCTION

2. LITERATURE REVEIW
4
2. 1. Evolution of Innovation
4
2. 2. Organizational Theories
5
2. 3. Human Resource Management
6
2. 4. Innovation Leadership
8
2. 5. New way of Creative response (Wisdom)
9
3. FRAMEWORK FOR INTEGRATIVE BUSINESS WISDOM MANAGEMENT
12
3. 1. Model for Wisdom from Taoism
12
3. 2. Wisdom (Tao) for Innovation
15
3. 3. Spirituality at Workplace
16
3. 4. Knowledge in Organization
18
3. 5. Resource Based Innovation
21
4. RESEARCH METHODS
24
5. DEMAND FOR THE RESEARCH
27
REFERENCES
28


1. INTRODUCTION
Most chief executives fervently want their companies to be more competitive, not just on one or two dimensions but across the board. Yet outstanding competitive performance remains an elusive goal. A few companies achieve it. Most do not. Where this difference comes from? And what connotative principles are in? 

Peter Drucker as well as Andrall Pearson (2002) believes productive innovation – the kind that actually makes a company more competitive – arises from discipline more than imagination 
. Drucker suggested discipline of innovation: innovation requires knowledge, ingenuity, and above all else, focus as. But when all is said and done, what innovation requires is hard, focused, purposeful work. If diligence, persistence, and commitment are lacking, talent, ingenuity, and knowledge are of no avail 
. Pearson showed five steps for making a company more dynamic and innovative: Create a corporate environment that puts constant pressure on everyone to beat your specific competitors at innovation. Structure your organization so that you promote innovation instead of thwarting it. Develop a realistic strategic focus to channel your innovative efforts. Know where to look for good ideas and how to use your business system to leverage them once they’re found. Throw the book at good ideas once you’ve developed them fully. But suggested principles are practical disciplines which are not easily applied to an academic research. 
Schumpeter J. (1947) said whenever the economy or an industry or some firms in an industry do something else, something that is outside of the range of existing practice, we may speak of creative response. 
 
Creative response has at least three essential characteristics. First, from the standpoint of the observer who is in full possession of all relevant facts, it can always be understood ex post; but it can practically never be understood ex ante; that is to say, it cannot be predicted by applying the ordinary rules of inference from the pre-existing facts. This is why the “how” in what has been called above the ‘mechanisms’ must be invested in each case.  Secondly, creative response shapes the whole course of subsequent events and their ‘long-run’ outcome. It is not true that both types of responses dominate only what the economist loves to call ‘transitions,’ leaving the ultimate outcome to be determined by the initial data. Creative response is an essential element in the historical process; no deterministic credo avails against this.  Thirdly, creative response-the frequency of its occurrence in a group, its intensity and success or failure-has obviously something, be that much or little, to do (a) with quality of the personnel available in a society, (b) with relative quality of personnel, that, with quality available to a particular field of activity relative to quality available, at the same time, to others, and (c) with individual decisions, actions, and patterns of behavior. Accordingly, a study of creative response in business becomes coterminous with a study of entrepreneurship. The mechanisms of economic change in capitalist society pivot on entrepreneurial activities; the function itself is not absent from other forms of society; but capitalist entrepreneurship is a sufficiently distinct phenomenon to be singled out. … Seen in this light, the entrepreneur and his function are not difficult to conceptualize: the defining characteristic is simply the doing of new things or the doing of things that are already being done in a new way (innovation)
The characteristics of creative response, source of entrepreneur’s innovation, are doing it ex-post, shaping the whole course of subsequent events and their “long-run” out come, and relying on quality of personnel. 
Characteristics of creative response can be conceptualized by using some academic approaches in Economics, organizational theories, and natural sciences, and these can be interpreted “adaptive process,” “path-dependence,” and “quality of organization or human resource” is critical at innovation in a modern management terminologies. In this research, I hope to suggest a new framework for integrative model for innovation, and address such questions: 1) why and how the creative response adaptive process can be internally developed and externally diffused, 2) which organizational structure is more effective to generate and diffuse new knowledge 3) from individual creativity and organizational creativity, which one can make greater effect to the innovation performance. The new framework, based on Taoism, can give us a holistic view of innovation mechanism. 
2. LITERATURE REVEIW
2. 1. Evolution of Innovation
Thomas Kuhn’s Structure of Scientific Revolutions 
 heralded a radically new concept of science. In the traditional view science applies universally-accepted norms of logical inquiry, and scientific development is seen as the cumulative triumph of an ever more truthful and encompassing understanding of reality. For Kuhn, scientific development is fraught with errors, blind alleys, and intense competition among competing worldviews, proceeding “as a succession of tradition-bound periods punctuated by non-cumulative breaks” (Kuhn 1970, p. 208). J. Sterman and J. Wittenberg (1999) introduced a model for explaining non-linear dynamic social phenomena and human behavior. They concluded contemplating the reflexive feedbacks between people and the world, referring to Kuhn, captured the essence of path-dependence in evolutionary system, arguing that “scientific development must be seen as a process driven from behind, not pulled from ahead – as evolution from, rather than evolution toward.”
 This shows almost same concept of Shumpeter’s ex-post ; Characteristic of creative response. 

Tseng et al. (2004) applied thermodynamics to verify the validity of product life cycle theory. Tseng referred the Ayres and Nair’s argument: goods and services incorporate matter and energy, thermodynamics are clearly relevant to economics and marketing management.
 He introduced natural science (Thermodynamics law, 1, 2) can be applied to explain the diffusion processes. 

Ivan Weinel. and Philip D. Crossland (1989) 
, also referring to Ayresian Theory: The Theory of Economic Process
, portrayed an evolutionary model and suggested evolutionary trend in cultural domains is toward higher levels of order (information) and lower levels of disorder (entropy). Weinel explained the process of technological process is stochastic, directional and energetic, and it tends toward states of greater complexity and order over time. This order is hierarchic in form, and it is maintained by flows of free energy. The increase in orderliness is the same as an increase in information, and it is also equivalent to a decrease in entropy. This can be interpreted that as the culture goes open to the external world, the stratified structures, information, energy available for useful work are increasing. 

David Audretsch (2000) explained economic activity based on ideas and new knowledge cannot be easily copied by competitors located outside of the source and cannot be easily transferred to lower-cost countries by multinational corporations. He exemplified the economic activity based on new ideas, fashion in Milan, culinary arts in Paris, and movies in Hollywood have remained geographically concentrated 
 which we can say that knowledge based industries are economically closed system . 

According to the Tseng and Weinel’s suggestion, in a closed system: e.g. highly knowledge based industry complexity will be increased, which means smaller entrepreneurial activities are increased. On the other hand, low-tech, cost-sensitive, and internationalized industry (Open system) can be expected increasing the stratified structures, and size increased. 
2. 2. Organizational Theories
Henry Mintzberg (1979) drew much of the work on structure together and proposed a series of archetypes which provide templates for the basic structural configurations into which firms are likely to fall. 
 
Williamson (1975) promulgated what has come to be known as the M-form hypothesis, which maintained that the multidivisional (M-form) structure was more efficient that either a holding company or a functional structure. 
 This hypothesis was supported by David Teece (1981)’s studying comparing two firms in each of fifteen industries, one of which had adopted the M-form and one of which had not, also found a profit advantage for the M-form firms.
 But, Jeffrey Pfeffer (1997) 
 pointed out two problems with the M-form hypothesis as a theory of organizational structure. First, M-form hypothesis did not capture the multi-dimensionality and complexity of organizational structure. A multidivisional firm still faced a range of choices about specifically what staff functions, such as human resources, research and development, and so forth, to place in the divisions and which to centralize. Second, the M-form theory did not fit the facts as they were being uncovered by empirical studies of organizational structures – namely, that structure seemed to vary quite systematically with an organization’s strategy, size, technology, and conditions of the organizations environment, including the degree of competition and the account of uncertainty or change. 
Hannan and Freeman (1984) suggested that organizational ecology studies populations of organization, with the individual organization as the unit of observation. Because organizational inertia – defined not a ‘no change’ but as the inability for organizations to change as rapidly as the environment –  is seen as a prominent feature of organizations. 
. Also, Battalino et al, (1996) summarized the structural inertia; Although environment change and the accompanying escalation of performance requirements has placed increased pressure for adaptation and innovation on organization, the principal feature of organizations within turbulent environments is their internal resilience. Virtually all empirical studies have pointed to the inertia which most complex organizations display and considerable efforts have been expended on theoretical explanations for these observations. 
 
Three general assumptions – 1) standardization is the death of creativity, 2) Time-and-motion regimentation prevents continuous improvement, 3) Hierarchy suffocates learning – are widely accepted in organizational theorist. But Adler challenged these basic assumptions. He said bureaucracy can actually be designed to encourage innovation and commitment and standardization, properly understood and practiced should prove itself a wellspring of continuous learning and motivation. The increasing importance of innovation and the consequent experience of high levels of change across the organization have begun to pose a challenge for organizational structures normally configured for stability. Thus traditional machine bureaucracies – typified by the car assembly factory – are becoming more hybrid in nature, tending towards what might be termed a ‘machine adhocracy’ with creativity and flexibility (within limits) being actively encouraged. The case of ‘lean production - NUMMI’ with its emphasis on team working, participation in problem-solving, flexible cells and flattening of hierarchies is a good example, where there is significant loosening of the original model to enhance innovativeness 
.
2. 3. Human Resource Management 
Lots of good innovation activities die before it make realized through the organizational system, not because of lacks of competitive product or process but because of the human factors. As Schumpeter already mentioned the importance of quality of human resource at innovation, the human factors, which usually affect the final innovation performance, is quite critical. 
As organizations have faced increasing competitive pressure, and as other sources of competitive advantage such as product and process technology have become somewhat less important because of the more rapid diffusion of technical information, firms have tried to positively affect their performance through their practices for managing their employees. There is a growing literature that documents the facts that 1) there are substantial differences in performance between the most and least effective firms or plants; 2) some significant portion of that difference can be shown to be from differences in the management of the employment relationship; 3) there is fairly consistent agreement on what constitutes high-performance work practices; 4) there is conflicting evidence about whether what constitutes ‘best practice’ is or is not contingent on the firm’s strategy and whether or not the practices interact in producing their effects; and 5) there is evidence that the diffusion of theses high-commitment work practice and their persistence once they are implemented is not as great as one would expect given their apparent effectiveness. 

Amit and Shoemaker (1993) described the human resources as strategic assets, and Frank Mueller (1996) proposed the ‘orthodox notion of strategic human resource management.’ According to this notion a strategic utilization of human resources means that 1) management is active, not reactive, 2) there is high integration between policies, 3) an orchestrational role is played by senior management, 4) and there is articulation of policies by senior management. At the same article, Mueller insisted, even though HRM is not be a sufficient condition, but it can still leave a necessary role in order to provide a stimulus for change and start a process that results in a more extensive tapping of the organizations’ hidden ‘reservoir.’ However, he argued that SHRM can lead to competitive advantage only under those conditions described by an evolutionary resource-based approach, namely if effective RMBs(Resource-Mobility Barriers) exist, which means truly valuable strategic assets are unlikely to result from senior management’s codified policies alone, but what is truly valuable is the ‘social architecture’ that results from 1) ongoing skill formation activities, incidental or 2) informal learning, 3) forms of spontaneous cooperation, 4) the tacit knowledge that accumulates as the side effect of intentional corporate behavior. 
Rosalind and Kirstie (2003) researched for examining the coherence of organizations’ utilization of HR recruitment, training and performance management policies to support and enhance firms’ innovation performance. They found out that surveyed organizations, whilst attaching importance to innovation, fail to consistently translate and apply this in HR policy. This was particularly apparent in the hierarchically stratified application of the aforementioned tools at lower organizational levels. Thus, whilst organizations are encouraging their non-managerial employees to innovate, the lack of attention paid to middle and senior managers will sustain an HR policy approach fraught with resistance and misunderstanding about the implementation of new ideas. 
2. 4. Innovation Leadership
One of the most important issues in innovation is ‘Innovation leadership’ which is to translate the concept into reality by finding mechanisms which demonstrate and reinforce the sense of management involvement, commitment, enthusiasm and support. In particular, there needs to be long-term commitment, to major projects, as opposed to seeking short-term returns. Since much of innovation is about uncertainty, it follows that returns may not emerge quickly and that there will be a need for ‘patient money’. Many researchers try to identify the characteristics of leadership. 
The most well-known attempt to measure individual innovation levels is Kirton’s (1976) adaptation-innovation inventory (KAI), which distinguishes two types: ‘adaptor’, who are ‘doing things better’ and ‘innovators’, who are ‘doing things differently’. 
 

Jim Maxon (1986), UK HR manager at HP, practiced the new innovation at Queensferry Microwave operation (QMO) during 1986~1988 and he sited the best innovation managers are STJs; means Sensing and Thinking and Judging attitude towards life in Myer-Briggs-Test indicator personality test 
. 

Jim Collins (2005) investigated 1,435 companies that appeared on the Fortune 500 from 1965 to 1995, and found only 11 good-to-great examples. At the 11 good-to-great company, he found out the ‘level 5’ leadership during the transition era, regardless of industry, transition decade, circumstances, or size. The meaning of the ‘Level 5 leadership’ is who build enduring greatness through a paradoxical combination of personal humility plus professional will. Collins described the Level 5 leadership, combination of personal humility and professional will, by using Yin and Yang which come from the oriental philosophy. 

John E. Young (2002) examined the influence of varying levels of consciousness of the problem solving effectiveness of chief executive officers (CEOs). Specifically, he applied the original work of Ken Wilber (1993)
, considered one of the most important theorists in the field of consciousness studies, to executive leadership. He proposed that as CEOs move to higher levels of consciousness, their problem solving capabilities become more effective for their situational contexts. Young employed the Wilber’s Spectrum of Consciousness Model (six different model of consciousness: The shadow level, The ego level, Biosocial bands, Existential level, Transpersonal bands, Level of minds) and believe that as business environments continually become more complex, diverse, fast-paced, and global, an understanding and appreciation of models of consciousness will become essential for managerial success in the 21st century, not only for CEOs, but also for associates throughout the organization. In practical, another Ken Wilber’s model, called integral model, has been applied to the financial service field by Courtney Pullen (2004).
 The integral model states that there are four aspects to all beings and situation (the psychological “I”: Inside-Individual, the quantitative “it”: exterior-individual, the cultural “we”: collective-interior, and the “its”: collective-exterior). 
David Rooke and William R. Torbert’s (2005) remarkable and encouraging founding from their 25 years research for leadership was that leaders can transform from one action logic to another. Seven action logics (Opportunist, Diplomat, Expert, Achiever, Individualist, Strategist, and Alchemist) were introduced and investigated the changes or evolutions of individual bases.
 They pointed out the evolutionary factors of the leadership are 1) Critical position, 2) External events, 3) Changes to a manager’s work practices and environment, 4) Planned and structured development interventions. Also, the leadership teams and leadership cultures within organization can be evolved similar to individuals. 
2. 5. New way of Creative response (Wisdom)
When Henry Mintzberg (2001) visited two different CEOs at Paris, he found out differences between them and their organizations. He characterized that difference as Yin and Yang, coming from traditional Asian philosophy. Yin may be absorbing, but it is said to be dark, obscure, and mysterious. Yang is said to be clear, light, and white. Mintzberg recommended managers pay more attention to be mysteries of Yin. 

Jim Rojeski (2000) claimed that the limits of Confucianism (similar to the Taylorism), and introduced the new approach to leadership based on the unthinkable ingenuity and creative power of man’s spontaneous and natural functions though Taoism. He commented the sage -Taoist leader- is the wise person who understands the organization, the environment, what needs to be done, and how to make it happen. The sage studies the whole and the parts in balance and seeks personal enlightenment, does not take action for action’s sake - called Wu wei in Taoism. Taoism encourage a holistic systems approach to leadership, 

Cliff Cheng (1994) proposed Neo-Taoist community: While there external economy would be conventional, it would also have a high degree of social and environmental consciousness, such as practiced by companies which are ahead of the modernist norm such as Patagonia, Esprit, Body Shop, and Ben and Jerry’s Ice Cream. Cheng pointed out such Taoist-community had double-loop learning process and it tended to form an effective Ad hoc organization, with strong catenation and extemporization. 

Paul E. Bierly III, Eric H. Kessler, and Edward W. Christensen (2000) proposed a framework that includes the constructs of data, information, knowledge and wisdom. They proposed the framework for addressing the distinctions between data, information, knowledge and wisdom by using Bloom’s taxonomy educational objectives that posit four levels of learning as shown in below Table I. 

	Level
	Definition
	Learning process
	Outcome

	Data
	Raw facts
	Accumulating truths
	Memorization (data bank)

	Information
	Meaningful, useful data
	Giving form and functionality
	Comprehension (information bank)

	Knowledge
	Clear understanding of information
	Analysis and synthesis
	Understanding (Knowledge bank)

	Wisdom
	Using knowledge to establish and achieve goals
	Discerning judgments and taking appropriate action
	Better living/success (Wisdom bank)


Table I. Distinctions between data, information, knowledge and wisdom

According to the Encyclopedia of Philosophy (Edwards, 1972) 
 there is a fundamental difference between being merely knowledgeable and being, wise. A knowledgeable person is one who holds justified true belief, or belief supported by fact. However, the wise person not only holds justified true belief but uses his or her intellectual grasp and insight to practically apply it. 


Bierly III et al exemplified the historical and cultural consistency of wisdom in Eastern and Western society. This consistent idea is that wisdom involves establishing harmony with ones environment and leading a good life. In the East, Confucius, in the Analects, maintains that wisdom entails righteousness and that the wise person studies and knows the “Way (Tao)”. In Buddhism, wisdom is seen as a form of enlightenment (Nirvana) which is achieved by gaining understanding and living one’s life consistent with the “right.” In the West, Aristotle, in Nicomachean Ethics, spoke of “practical” wisdom as the ability to deliberate well about what is good and expedient regarding the conduct of the good life. Immanuel Kant, in Critique of Practical Reason, described a higher state of true wisdom concerned with the practical end of the existence of man on earth. William James, in Pragmatism, subjects ideas to the criteria of practical usefulness and speaks of the “cash-value’ of idea. 

Blending those ideas of wisdom, they proposed three mechanisms of acquiring wisdom individually and organizationally. Individual wisdom can be acquired from 1) Experience, 2) Spirituality, and 3) Passion. However, Organizational wisdom can be acquired from 1) Transformational leadership, 2) Organizational culture and structure and 3) Knowledge transfer. That is described in the below Table II. 

	Elements of wisdom
	Paths to individual wisdom
	Diffusing individual to organizational wisdom

	Judgment & Action
	- Experience

- Spirituality

- Passion
	- Transformational leadership

- Appropriate culture and structure

- Knowledge transfer


Table II. Elements of, paths to, and diffusion of wisdom
3. FRAMEWORK FOR INTEGRATIVE BUSINESS WISDOM MANAGEMENT
In the previous literature reviews, creative response characteristics, ex-post (Feedback), the adaptive innovation process (Path-dependence) and organization structuring and creative learning mechanism (Quality of organization or human resource). Also integrative management approaching for innovation was addressed. But a new conceptual framework for explaining integrative management approach for innovation, based on the wisdom is required. 

In this research, a new conceptual framework, based on the Taoism, rooted onto the integrative wisdom in Asian philosophy, will be presented and applied to explain those three characteristic of innovation. 
3. 1. Model for Wisdom from Taoism

Kim, H. M (2002), defined that “Taoism is a spiritual inquiry that searches for oneness from a thousand things through the techniques of breathing, meditation, exercise, and the alchemical process.” 
 Kim categorized Taoism as three different types: 1) Religious Taoism, 2) Public Taoism and 3) Mountain Taoism (Sundoism). Especially, as one of Master at Sundoism, Kim focused on characterizing by self-cultivation and discipline and it involves virtually all aspects of an individual’s growth and development at Sundoism. In that sense Sundoism can be said to be integral.  Indeed, Jean Gebser (1986), a pioneer of the integral perspective, considers Taoist, including Sundoist, thought and practice to be a model of integral thinking and action
. 

Chung-San (1974) used the metaphor of a candle to represent the internal alchemy. Wax is essence (chung), flame is vital energy (ki), and the light is spirit (shin).  Chung is the wax and wick, ki is the flame, and shin is light.  If chung is strong, then the flame is vital and the shin shines brightly. 
 In this metaphor, the wick is a function of concentration.  The transmutation of chung, ki, and shin is in harmony with the concept of physical, intelligence, and moral as already described by Schumpeter. 
Gao and Handley-Schachler (2003) analyzed the accounting system which is based on the Chinese philosophy; Confucianism, Feng Shui (Taoism), and Buddhism. Especially in Fen Shui (Taoism)’s explanation, they suggested principles of Taoism. 
 
1. The world is full of ‘Chi or Qi (meaning force or energy), which exist in the earth and in the heavens. 
2. A theoretical system of Yin / Yang and five elements (metal, Wood, Water, fire, and Earth)

3. Yin and Yang are regarded as the two cosmic forces that shape and balance all life. They are opposites in a continual state of flux and tension, and through this dynamic they produce life. The key to the relationship between Yin and Yang is mutual arising or inseperability
The ‘middle way’ means understanding the inevitability of change and always being prepared to make the necessary adjustment in your life to maintain a harmonious and balanced stance. 
By using the concepts of Chung-San’s internal alchemy (three factors) and Guo’s explanation of Taoism principles, a new framework for integrative management propositions will be introduced and investigated in this research for verifying the creative responses at innovation. 


[image: image1]
Fig. 1 Conceptual Framework for Integrative Management

As presented at Fig. 1, the innovation can be figuratively explained intuitively by using candle metaphor. An Organization can be expressed as lightened candle which are composed candle stick, wax (chemical potentials), wick. This candle is stayed onto the open hand and ignited by the candle owner. The flame should be sustained to lighten up in wind. This metaphor can be translated as such: 

1. Wax (Paraffin) is financial and human resource ingredient
2. Candle stick is an organization
3. Wick is an information flow channel, composed by three strings (Communication tool, process, and contents)

4. Burning wick is moral of top-management

5. Stabilizing and directing for candle is a management actions (Invisible hand)

6. Flame is final outputs (Financial performance, Knowledge output)

7. Light is a public good


[image: image2]
Fig. 2 System Dynamics of Innovation Management

Fig. 2 shows the system dynamic model of conceptual framework for integrative management of innovation. Candle structure can be modeled as the inverted pendulum. This inverted pendulum dynamic model turns to be state-space, MIMO (multi-input-multi-output), and state-feedback control. Wisdom is the state-feedback controller and the monitoring system is the feedback loop. In engineering, many researchers have applied various non-linear controllers to control the inverted pendulum which is characterized by quite typical non-linear system for complexity and difficulty of the model. The most important objective of the system is the stabilizing the system under the uncertain system, and external disturbances to guarantee the sustainable output. In sum, the candle model can be composed by 1) Inputs, 2) Outputs, 3) System, 4) Control, and 4) Monitoring. 
As P. Drucker (2002) mentioned before, the inputs of innovation are three outside factors and four inside factors as describe in Fig. 2. A firm’s outputs are divided two factors; objective performances like financial performance and subjective knowledge. An organization which is composed three layers (top management, middle mangers, and staffs) should be managed in a proper manner. Wisdom (combination of judgment and action) is the integrative management power for innovation. Monitoring system is the measuring process of the outputs and comparing with strategies of a firm. 

3. 2. Wisdom (Tao) for Innovation 
Harmony can be established both internally and externally. This is not a new idea in the strategy literature. Regarding internal fit, Chandeler (1962), Mintzberg (1990) and others have spoken about achieving a fit between an organization’s strategy and its structure. That is, structure follows strategy. Regarding external fit, Miles et al. (1978), Andrews (1971) and others have spoken about achieving a fit between an organization’s strategy and elements in its primary problem or task environment; that is, adapting the structure to the nature of product-market engagements and strategic focus. 

Its is also consistent with the arguments of Malan and Kriger (1998), who maintain that wisdom develops from a process of progressively finger discernment of variability in the environment. That is, interactions with the environment lead to the ability to discern variability, which in turn leads to learning and ultimately wisdom. Then they defined managerial wisdom as 

“Wisdom is the ability to detect those fine nuances between what is right and what is not… the ability to capture the meaning of several often contradictory signals and stimuli, to interpret them in a holistic and integrative manner, to learn from them, and to act on them” 

However, reminded the Bierly III’s definition of wisdom, wisdom is the using knowledge to establish and achieve goals through discerning judgment and taking appropriate action. But the candle model, suggested in this research, explain the wisdom as the integrative and harmonized combination of three factors: Spirituality, Knowledge, and Implementation (Resources) as shown in Fig. 3.

[image: image3]
Fig. 3. Conceptual Model of Wisdom (Tao)

3. 3. Spirituality at Workplace
Margues, J, Dhiman S, and King, R (2005) presented a new a comprehensive definition and an integral model of spirituality in the workplace; and some practical strategies for corporate leaders interested in nurturing the spiritual mindset.
 They insisted that the emerging paradigm called “spirituality in the workplace” comes from stirring in workers’ soul for at least ten years: a longing for a more humanistic work environment, increased simplicity, more meaning, and a connection to something higher. They also pointed out the strong relationship between workplace spirituality and organizational performance. However, in their paper, the definition of the spirituality in the work place is presented as bellows, 
Spirituality in the workplace is an experience of interconnectedness, shared by all those involved in a work process, initially triggered by the awareness that each is individually driven by an inner power, which raises and maintains his or her sense of honesty, creativeness, proactivity, kindness, dependability, confidence, and courage; consequently leading to the collective creation of an aesthetically motivational environment characterized by a sense of purpose, high ethical standards, acceptance, peace, trust, respect, understanding, appreciation, care, involvement, helpfulness, encouragement, achievement, and perspective, thus establishing an atmosphere of enhanced team performance and overall harmony, and ultimately guiding the organization to become a leader in its industry and community, through its exudation of fairness, cooperativeness, vision, responsibility, charity, creativity, high productivity, and accomplishment. The connectivity experience and effects of spirituality in the workplace accordingly reward each involved individual with the attainment of increased job satisfaction and self esteem. 

As described previously by J. E. Young
, Wilber’s Spectrum of Consciousness explains the human behavior or action is based upon some belief, accurate or not, about what is going on in the immediate situation as well as what one wants to accomplish within the situation. The objects, facts, events, and relationships present in one’s everyday world would have no meaning apart from what an observer chooses to give them. Perceptions and actions are self-referential, relying and building upon themselves. The key point regarding the evolution of consciousness is that as individuals progress or move to higher levels of consciousness, their perspectives enlarge, their identities broaden, and both become more comprehensive. 

[image: image4]
Note: Adapted from (Wilber, 1985, 1999a). Dualities are indicated at the Shadow. Ego and Existential Levels by the unbroken line. Moving from the Existential Level into the Transpersonal Bands, the dotted line indicates that the duality is being dissipated until the Level of Mind is achieved. 
Fig 4. Wilber’s Spectrum of Consciousness
In Young’s paper, he suggested the CEOs (leadership level) should level up their spiritual levels to engage in more effective problem solving and CEO’s would be motivated to make progress along the spectrum as the result of either 1) a committed desire for greater self-knowledge, personal psychological growth, spiritual development or 2) as a reaction to personal or organizational crises. But, as Ian Mitroff and Elizabeth Denton (1999) suggested the individual spirituality should be integrated into the organization by using the Wisdom. 
 
3. 4. Knowledge in Organization
Individuals and organizations have mindsets that reflect how they view themselves and the world around them. Some prominent authors have commented on this phenomenon and its relevance to business innovation. M. Leibold, S. Voelpel and E. Tekie (2004), South African scholars, suggested the concept of “Mental Space” defined as the images and patterns engaging the mind when considering markets, products, industries, boundaries, strategies and capabilities. Despite many authors emphasized the disruptive and radical innovation in an open and networked era, perception ability and absorbability principles of creativity, knowledge and new ideas was underestimated. They insisted that reinventing business models by using four mental spaces: Market, industry, Geographic, and Capability, can offer the significant new customer value. 

Booz-Allen-Hamilton (2003), one of the best known global management consulting company, is practicing the Org. DNA Profiler to identify the personality type of an organization. The company categorized seven different types of organizational profiles and behaviors: Three Healthy profiles - Resilient, Military, Just-in-Time:  Four Unhealthy profiles-Fits-and-Starts, outgrown, over-managed, Passive aggressive, and Inconclusive. This analysis is based on the analysis of four building blocks of organizational DNA; Decision Rights, Information, Motivator and Structure. But overall, to compose the effective organization, proper alignment of organizational DNA is essential to ensure the effective execution of strategic plans. 
 In their findings, only one thirds of organizations were healthy. Healthier organizations show the better profit level relative to industry. As the companies size are bigger, as the unhealthy organization rate is increased. This result is quite consistent with other researcher’s findings; the more hierarchy, the more inefficient organizational performances. 
On the contrary of requiring flexible or evolutionary organization, stability is critical for keeping the core competence of the corporation. Prahalad and Hamel (1990) suggest a metaphorical expression for explaining the core competence; the diversified corporation is a large tree. The trunk and major limbs are core products, the smaller branches are business units; the leaves, flowers, and fruit are end products. The root system that provides nourishment, sustenance, and stability is the core competence…. Core competencies are the collective learning in the organization, especially how to coordinate the diverse production skills and integrate multiple streams of technologies
. 

It can be supported by the HP case. When HP adopted the Work Innovation Network (WIN) system, the safe environment was essential to learning – because it gave members permission to make mistake.
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	Top: Innovator

	
	
	
	
	
	
	Middle: Innovator

	
	
	
	
	
	
	Staff: Adaptor
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Kan, 坎
	Water
	Water
	Top: Adaptor

	
	
	
	
	
	
	Middle: Innovator

	
	
	
	
	
	
	Staff: Adaptor

	
	
	Tai Yin
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Ken, 艮
	Mountain
	Earth
	Top: Innovator

	
	
	
	
	
	
	Middle: Adaptor

	
	
	
	
	
	
	Staff: Adaptor
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Kun, 坤
	Earth
	Earth
	Top: Adaptor

	
	
	
	
	
	
	Middle: Adaptor

	
	
	
	
	
	
	Staff: Adaptor


Source: Gao and Handeley-Schachler (2003)

Table III. The evolution of Yin and Yang, Trigrams and KAI measures


Many organizational theorists have tried to explain the contradiction of flexibility of organization and the stability by using dynamics of organizational or evolutionary of organization. In this research, the researcher(Choi) have tried to use the “Trigram” concept, come from Taoism, to address the organizational dynamics of different characteristics of wisdom application. As already described previously, Gao summarized the trigram concept as Table III. And, by using the Kirton’s characteristics of innovator-adaptor in three organizational levels, eight different organizations are categorized.
	Contrasting Traditional with New mental Space
	Application of Trigram

	Types of Mental space
	Traditional Perception
	New Perception
	Business Example
	Trigram
	Description

	Market space
	Customers
	Invisible
	Visible
	Philips
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	Innovative managers

	
	
	
	
	Starbucks, E-Bay
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	Innovative leader, manager

	
	
	
	
	IKEA, Quicken
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	Innovative managers

	
	Products
	Physical
	Non-physical
	Virgin
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	Innovative Manager, Staff

	
	
	
	
	MS, Holcim
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	Highly innovative leaders, and Staff

	
	
	
	
	Ford’s consume connect
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	Innovative managers, staff

	Industry space
	Competitors
	Similar
	Dissimilar
	Dell
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	Innovative Manager, Staff

	
	Supply chain
	Linear competitive
	Non-linear collaborative
	
	
	

	
	Value chain
	Industry system
	Business ecosystem
	Amazon
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	Innovative leader, manager

	Geographic space
	Clusters
	Internal
	External
	
	
	

	
	Regions
	Inward, supportive
	Open, linked
	BRL Hardy, Wal-Mart
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	Innovative managers

	
	Global
	Standardized
	Local, meta-natioinal
	
	
	

	Capability space
	Resources
	Visible
	Invisible
	Disney
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	Innovative managers

	
	Competencies
	Training, information
	Learning, knowledge
	Shell
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	Adaptive managers

	
	Dynamics
	Adaptive
	Creative, emergent
	Skandia
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	Innovative staffs


Table IV. Traditional and new types of mental space, and Trigram application
The rational of this application is the three different levels; Top-management, Middle-managers, and Staffs have different creative response characteristics to response the external innovation sources, and then induce the different outputs. As shown in the Table IV, the successful innovative firms have patterns of the combination of Yin and Yang. No perfect Yang, no perfect Yin. For example, Wal-Mart’s middle managers are quite innovative to breakthrough the business model and open to the change. Wal-Mart is focusing on the local and meta-national business by hiring the innovative middle-managers. But in the corporate level leadership style is inward and supportive to innovative local branches. Also, the staffs and clerks are easily adapts external changes, not innovative to it. However, the Trigram status can also be changed, as it comes from the book “I-Ching – Book of Changes.” As changing the external sources of innovation, the strategic organization changes to react creatively. 

On the other hand, as already reviewed previously, the leadership took a very important role in innovation. Table V shows the comparison of some leadership and the candle model. 
	Collins Leadership
	Rooke’s Leadership
	Candle Model

	Level 1
	Highly capable individual
	Opportunist
	5%
	Wax

	
	
	Diplomat
	12%
	

	Level 2
	Contributing team members
	Expert
	38%
	Candle Stick

	
	
	Achiever
	30%
	

	Level 3
	Competent manager
	Individualist
	10%
	Wick

	Level 4
	Effective leader
	Strategist
	4%
	Burning wick

	Level 5
	Executive
	Alchemist
	1%
	Wisdom 

(invisible hand)


Table V. Comparison of Leadership

We need to verify the candle model’s evolutionary process and effectiveness by using qualitative and quantitative research empirically. 

3. 5. Resource Based Innovation 
After introducing the Cobb-Douglas’s production formula on 1928 
,  many impressive series of econometric studies were followed. In the Cobb-Douglas formula, there are only two resources which can decide the marginal outputs, “Financial resource: K” and “Human-Resource: L”. 
According to the candle model, the chemical potential of paraffin is important to keep the burning flame. In here, we have to set propositions for addressing ‘resource’ effects in innovation activities. Kinicki & Williams (2003) provide the trend of HR by asserting, “Human Resource management consists of the activities managers perform to plan for, attract, develop, and retain an effective workforce.” Discussing the Colorado based company “Sounds True,” Caudron (2001)
 presents set of important factors for Human Resource managers to maintain in the organization: 1) Honest and open communication, 2) Extensive use of peer review processes that allow team members to provide direct feedback to coworkers about how they may be affecting other, and 3) The promotion of collaborative decision-making so that managers jointly make key business decisions, and the departmental teams determine their own best way of working together. Caudron (2001) subsequently emphasizes the crucial part of HR’s position in establishing a workplace that is pleasant, yet profitable: “Maintaining the balance between financial and human goals is not easy. Shift too far in one direction and business suffers. Shift too far in the other and morale withers.” Father Tredget, a former businessman, translated this HR issue as follows: “There are far too many damaged people in workplaces up and down this country. They have suffered through overwork, failing to balance work and home, failing to develop their emotional intelligence and being the victims of a 24-hour work-oriented culture. Suggesting the implementation of spirituality in the workplace in order to reestablish this necessary balance for workers, Tredget subsequently explains, “A spiritually-friendly workplace will have greater staff-retention rates, so lowering recruitment costs. It will see an increase in creativity and innovation, improved morale, better cooperation and teamwork and superior interface between the organization and its customers.” (“HR Specialists will lead,” 2001, p.29) 

However, in this research another resource will be addressed, “Physical work environment.” As Gao (2003) introduced the “Feng Shui Belief” – Branch of Taoism, Asians have believed that this cosmology reflects the belief that natural phenomena and human affairs are all under a divine and supernatural control. There are two basic premises in Feng Shui; 1) individuals’ state of mind and energy affect his/her environment for good or ill, 2) individuals’ environment affects the person’s internal state.

Darley and Gilbert (1985, p969) noted: “an interior – an artificial construction that encapsulates or surrounds an occupant – influences behavior by virtue of its ambient qualities, its spatial and architectural arrangement, and its perceived purpose. … We may best gage the influence of the built interior by examining the ways in which it impedes, constrains, alters, or facilitates purposive behavior” 
 The physical dimensions of the environment considered includes acoustics (noise), visual (lighting and glare) and thermal (temperature and temperature variability), aspects, air quality, appearance, and spatial arrangement, including dimensions such as floor space, layout, the amount of personal storage, the work surface, and ease of circulation. Springer (1992, p.46) 
 reported that “enhancements to white-collar workplaces have shown consistent performance improvement of between 10 to 15 percent” So, the physical work environment takes an important role to improve innovation performance. 
4. RESEARCH METHODS
In this research, a new framework – candle model was presented to explain the innovation characteristics and processes. In Fig. 5, the conceptual framework and hypotheses diagram is presented. Also, the research hypotheses are presented. 
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Fig. 5. Conceptual Model for Hypotheses
Input Factors
H1 : The greater the sources of innovation, the stronger wisdom is required
H2 : The greater the wisdom is, the out performance of innovation is better
In organization

H3 : The higher spirituality level, the higher wisdom performance
H4 : Organization is adapted according to the inputs in the evolutionary manner and it can be described in a trigram system.
H5 : The more stable organization, the innovation performances are better
H6 : The better communication capability, the better performances of wisdom
H7 : The better Human resources, the greater of the innovation performance
H8 : The high involvement HR practice, increased the level of wisdom
H9 :The better physical work environment, the better of the innovation performance
H10 : Spirituality, Knowledge, and Action have complementary relationship

H11 : The clearer measuring system of performances, the higher wisdom levels

Externality
H12: The higher wisdom levels, the higher diffusion rate
To verify the hypotheses, highly innovative industry will be selected and researched in qualitative interviewing and quantitative surveying. In this research, specific product can be selected. LCD, MP3, and Hybrid car industry can be good nominees for this research. 

Liquid Crystal Display industry

LCD industry is now one of the most innovative products in ICT industry. Bowonder and Miyake proposed LCD industry’s five characteristics: 1) Rapid technological change, 2) Tight environment, 3) Predominance of entrepreneurial firms, 4) Trust based networks, 5) Continuous renewal of competencies.
 The LCD industry is quite good research sample in this research for fast disruptive innovation characteristics and spirituality concern in dominant Asian manufacturers. 
MP3 player industry
When Apple’s iPod mini, adopting IDEO design and SAMSUNG NAND Flash memory, was unveiled to market, other competitors were shocked by that innovative product. Incumbent MP3 manufactures who adopted the hard disk for storage, should decide their innovation strategy; adopting new innovation or disregarding the iPod-mini. A Korean MP3 manufacturer (i-River) has developed U10 series with the hard disk storage. Now the company is in the dilemma. 
Hybrid Car 
Toyota PRIUS (Hybrid Car) was introduced to market on 1998 for the first time in the world. At that time, no specialist expected that Hybrid car can replace the incumbent cars, and they though the “Gadget” will be diminished soon from market. But sales of PRIUS were so surprising that Toyota doubled its allocation to the U.S. to 100,000 this year (2005) with $20,975 price.
 At the Frankfurt Motor Show 2005, two important alliances were announced. GM-BMW-DC allied each other to develop and implement the Hybrid car, as did AUDI-VW-PORSCHE. Hybrid car development, alliance, and diffusion could be a good specimen for this research. 
These selected samples have 1) highly competitive market situation, 2) disruptive product development, 3) currently they are challenged by radical changes, 4) diversity of organizations (from big conglomerate to entrepreneur), 5) various cultural differences manufacturers (US, Asia, EU). 
5. Conclusion
In this research, I have reviewed current research direction in management study, especially in innovation management and also researched about emerging physical and mental training method; Kouksundo to explain the mechanism of innovation. . 

These research results can provide more understanding about innovation mechanism in an integrative way. Identification of spiritual factors in innovation process can contribute to explore a new academic field. Presented new concept can be applied to innovation oriented firms.
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