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1. Introduction

1.1 General context

Nowadays, the business world is more unstable than ever. With the globalization, opportunities
but also threats and competitors are multiplying and companies must be more profitable than
before to have a chance at being successful. Bennett and Lemoine (2014) explain how the term
“VUCA” (Volatility, Uncertainty, Complexity and Ambiguity) is the best fitted to describe this
challenging era for organizations around the world. Behaviors must change to be able to face
challenges created by the VUCA world. Often, several components of VUCA are present
together in situations and it demands even more skills and abilities to deal with them. The role
of leaders is changing due to this environment and they must take actions to improve their

companies’ performance. (Bennett & Lemoine, 2014)

The most recent example of this instability is the Covid-19 crisis, that occurred early 2020, and
paralyzed the world for more than a year, stopping the economy and the lives of every
individual on the planet. In this context, VUCA applies more than ever, according to Bennett
and Lemoine’s (2014) definitions, as nothing is predictable (Volatility), we do not have any
knowledge about the virus (Uncertainty), the situation is a mix of many connected parts
(Complex) and there is no information about the causes and effects of the virus and the

pandemic (Ambiguity).

In such a context, many organizations are at risk and must double efforts to try to survive and
keep making a decent profit. More than ever, organizations need to be flexible and must be able
to respond to unknown, unprecedented and unexpected threats. As many types of corporate risk
exist, they all have one common consequence if they are not handled efficiently: the termination

of the business (Horvathova & Morkrisova, 2018).

1.2 Objective of this paper

As the topic of all types of risks and their management is well covered in the literature, other
topics are less developed. Indeed, research on risk is mostly about predictions and management.
But very few have studied how to deal with the failure that might be caused by the mishandling

of risk or by organizational context. Instead of avoiding failure, organizations must learn to



manage it in an effective way. This is why this paper aims at answering the following question:
“how to incorporate a failure learning orientation in the organizational culture of Belgian
companies?”. It has become essential to answer this question as, within the VUCA world, risk
is more and more difficult to predict and therefore to manage. Failures are multiplying and the
loss of businesses is also reinforcing the VUCA environment (Bennett & Lemoine, 2014).
Organizations must start learning from their failures in order to be able to respond to unexpected

risks and situations.

Several authors have been conducting researches about failure learning orientation since the
70’s, trying notably to understand the causes of failure and their implications. More recently,
the literature has started to focus on how to design these orientations in all organizational
cultures (Cannon and Edmondson (2005), Wilson and Dobni (2020), Argote (2013), Cardon,
Steven and Potter (2011), ...). The area of the current research is now focused on how
organizations can use their failures as a factor of success and thrive on basis of what they have

learned through their failing experience.

1.3 Structure of the paper

This paper is structured as follows. First, the general approach and methodology are explained.
After that, a review of the literature is presented as it creates a better understanding of the topic
and the various areas of interest. In addition, a detailed description of what we have identified
as our three reference models is given. On basic of this theoretical analysis, we have built a
model that comprehends a list of enablers that should be incorporated in the organizational
culture to build a failure learning orientation. In the next section, we have led interviews to
validate the model but also to see if any adaptation was needed. Finally, according to the results

of the interviews, a revised and final version of the model is presented.



2. Methodology

2.1 General purpose

This paper is a study on how to incorporate a failure learning orientation in the organizational
culture, going from theory to practice. In order to lead this research, a specific methodology
was followed. The methodology is separated in four main parts: the theoretical background, the

deductive approach, the interviews and the data analysis.

2.2 Theoretical background

For this research, the theoretical background is essential. In order to conduct the deductive
analysis (that will be described in the next section), a strong analysis and understanding of the
existing literature is needed. A general scanning of the literature has been done and a
classification of the main themes and topics has been decided. The first part is dedicated to the
definitions of “business failure” in the literature but also the different types of failures that are
identified by different authors. The second part is dedicated to the origin of the research on
failure learning orientations and the main purpose behind it. Thirdly, we have identified several
authors and papers that have dealt more in depth with the subject of organizational learning and
the influence of the learning capability of an organization on its performance. Finally, the last
section is dedicated to the transformation of failure into a success factor and the different steps
that need to be taken by organizations to use the learning efficiently.

For the theoretical background analysis, papers are dated, at the latest, from the end of 2020.

2.3 Deductive approach

The main approach followed in the research was to build, from the existing literature, a model
that was later evaluated and validated by field interviews. This type of approach is called a
“deductive approach”. A deductive approach means starting from a theoretical hypothesis and
later validating it with a field research (Saylordotorg, 2021). In the context of this paper, we
have created a theoretical model, exclusively based on existing literature that we have later
validated with field interviews.

In our approach, three models have been identified as “main models” or as “references” in the
literature:

- Cannon and Edmondson (2005) — Failing to learn and learning to fail



- Wilson and Dobni (2020) — Implementing a failure learning orientation
- Wilson and Broderick (2020) — Female perspectives of implementing a failure learning
orientation
Based on these three models, that are presented in details in the “models” section, but also, with
the literature in general, that is presented in the “theoretical background” part, a list of enablers,
has been drawn in the form of a “model”. This model will be defined as a key element to
implement in the organizational culture in order to incorporate in it a failure learning

orientation.

2.4 Interviews

2.4.1 Sample

To validate the previously built model, a panel of individuals were interviewed!. Four main
criteria were applied to the interviewees. Firstly, the selected organization had faced failure, or
had been close to failure in their past and has been able to successfully cope with it. This means
that they must have been close to going bankrupt or close to going into administration before
they could review their organizational culture and structure in order to save themselves and are
now well-functioning organizations. This parameter was based on a hypothesis that we made
in order to identify failure learning orientated firms. Indeed, we assumed that companies which
had been through difficult times but survived could do it because they were able to change their

culture and habits to fix their problem and not face them again.

Secondly, the interviewees have a decisional position in their organization. This is because they
need to have a global view of the operations of the company and must have an overall

knowledge of the culture and the measures in place.

Thirdly, the selected companies have at least 10 employees. This number is set in order to have
a real cultural dimension in the company. With a smaller number of employees, the culture

might not be strong enough to install failure learning orientations.

Fourthly, the interviewed leaders are Belgian and are talking about their experience in Belgian

companies. This condition is set to help the analysis of the results and remove all potential

I See appendix 1



cultural disparities in the answers. It also adds a cultural dimension to the results as they will
be describing the behavior of Belgian leaders in Belgian companies which could be slightly

different from leaders in other countries or continents.

The interviews were conducted until data saturation was reached. Data saturation means,
according to Richards and Morse (2013), that the data is large, affluent and non-replicated. For
this paper, saturation was reached after 6 interviews. All interviews were conducted in April

2021.

2.4.2 Survey and interview process

The interviews were conducted as a semi-structured interview. This type of interview allows
the interviewee to elaborate the answers to the questions and give a lot of information. The
questions? are open questions and are meant to collect as much information as possible. The
person who asks the questions must remain neutral and let the interviewee speak their mind.

(Kamto Kenmogne, 2020).

Since the survey was aiming at validating a model, the questions were organized according to
the model itself. Each enabler of the model corresponded to one “chapter” of questions. For
each enabler, approximately four questions were asked. The purpose was to see the reaction of
the interviewee to the topic and analyze whether their answer went in the same direction as the
model suggested or in a different one. Depending on the interviews, and how the interviewees
responded to the questions, some slight changes were made to the questionnaire. Also, as the
questions were open and the goal was to let the interviewees ramble on what seemed important
to them, not all questions were asked to all because some could anticipate upcoming questions.
When all interviews were conducted, the answers to the survey were used to help validating
the model.

As they were conducted with Belgian leaders only, the interviews were done in French. The
questions and the answers, classified in a table that will be presented later, were all translated

to English for this paper.

2 See appendix 11




2.5 Analysis of the results

When all the interviews were fully conducted and that data saturation was reached, the results
were analyzed. The methodology used for the analysis is the following. First, all data collected
was sorted according to the predefined themes of the deductive model. Secondly, when all data
collected had been sorted out, information was compared and centralized in each theme in order
to recognize patterns, similarities and differences between the answers. Thirdly, the information
collected and sorted out was compared with the enablers drawn in the model. The information
that validated the model was highlighted as such and the guidelines corresponding were
confirmed as a valid part of the model. Information that contradicted or corrected the model
was carefully studied. If the information was giving a more detailed definition of the guideline
that the model should comprehend, it was kept and served to adjust the guidelines. If the
information was contradicting the enabler or was brand new and had not previously been
discussed in the model, it was studied in more depth. Its occurrence among interviewees was
observed and depending on its frequency and its accuracy in regard to the literature, the piece

of information was added to the guidelines or was ignored.

The table used for the comparison of the results from the different interviews is presented in

the section “analysis of the results”.

Finally, a last version of the model is proposed, comprehending all comments, modifications
and corrections received through the interviews. Nonetheless, the model was still firstly based
on the existing literature and the final version had to suit it, at least overall.

After the presentation of the final version of the model, potential limitations and propositions

for future researches were made.



3. Theoretical background

3.1 Business failure definitions

When writing a paper about failure learning orientations, it seems essential to start by defining
the word of interest: “failure” or in particular “business failure”. Many definitions exist in the

literature for this expression.

3.1.1 Definitions in the literature

Crutzen and Van Caillie (2008) propose a clarification of the concept of “business failure”.
They identify two aspects of business failure: the economic aspect and the juridical aspect. On
the economic point of view, organizations start declining when they are not able to anticipate,
recognize, avoid, neutralize or adapt to threats, whether they are internal or external, in order
to survive in the long-term (Weitzel & Jonsson, 1989). On the legal side, Crutzen and Van
Caillie (2008) refer to Gerard et al. (1998) (from Crutzen and Van Caillie (2008)) who argue
that in Belgium, failure is strongly associated with bankruptcy which is the procedure that leads
to the juridical death of the business. Overall, “business failure is not a sudden event and the
potential bankruptcy of the failing firm is the result of the combination of diverse factors over

time” (Crutzen & Van Caillie, 2008, p. 292).

Cannon and Edmondson (2005, p. 300) define failure as “a deviation from expected and desired
results. This includes both avoidable errors and the unavoidable negative outcomes of
experiments and risk taking”. They decide to define failure in a broad way, including both large
failures (the ones ending a business) and smaller ones, related to technical or human mistakes.
This vision is a broader and vaguer definition of the concept as many different types of actions
can be seen as failures. Nonetheless, it allows the inclusion of various mistakes and errors in

the failure process that also widens the field for failure learning.

Everett and Watson (1998), have collected the 5 most common definitions of small business
failure. The first definition they present is “discontinuance of ownership of the business™ and

the second one, rather close, is “discontinuance of the business itself. It is argued by Fredland

3 (Churchill 1952, Ganguly 1985 and Williams 1993)
4 (Bates and Nucci 1989, Dekimpe and Morrison 1991)



and Morris (1976) that the use of the word “discontinuance” makes the definitions broad as it
suggests that the end of a business because the owner is old or because he wants to sell would
be considered as failure which, in general, is not always the case.

The third definition presented by Everett and Watson (1998) is “bankruptcy”>. This definition
is very close to the juridical aspect of failure defined by Crutzen and Van Caillie (2008). While
this definition is an objective measure of failure, it is rather narrow as it excludes many types
of failures that do not go through a juridical ending but would still commonly be defined as
failed organizations (Everett & Watson, 1998).

The fourth definition presented by Everett and Watson (1998) is “firms that were disposed of
(sold or liquidated) with losses to prevent further losses™. The authors add that the losses
include the owner’s capital which means that a business might be failing regarding this
definition, without observing losses to creditors. Few researchers use that definition because it
is not very specific and lacks precisions.

Finally, the fifth definition listed by Everett and Watson (1998) is that “failure should mean
inability to ‘make a go for it’, whether losses entail one’s own capital or someone else’s, or
indeed, any capital”’. According to Everett and Watson (1998), this definition is more global
than the fourth one as it considers all types of loss to all capital involved. However, they argue
that some businesses might continue operating even if they are considered as failed businesses
regarding this definition. As the definition suggests that the business does not have an
“adequate return”, it is very subjective to define such return and the failure could only be
declared by someone close to the business (Everett & Watson, 1998). This last definition is
rather close to the definition presented by Cannon and Edmondson (2005) who say that failure
is “a deviation from expected and desired results” as the same level of subjectivity is applied

and that someone internal to the company must be the one noticing the failure.

Everett and Watson (1998) conclude by saying that the definition that a researcher must choose
depends on the data available for the research. And that is why having many definitions is

interesting: this makes it possible for every author to find the definition that fits their research.

> (Massel 1978, Hall and Young 1991)
6 (Ulmer and Nielsen 1947)
7 (Cochran 1981)



3.1.2 Different categories of failures

Other than pure definitions, several authors have classified failures regarding other criteria. Not

all failures are the same and many factors can cause potential failures (Edmondson, 2011).

In her paper “Strategies for learning from failure” (2011), Edmondson describes the three main

categories of failures: preventable, complexity-related and intelligent.

The first category: “preventable failures” are what can be considered as “bad” failures. These
types of errors occur most of the time in pre-defined manufacturing or operation processes
where high-volumes are at stake. They are usually the result of a lack of attention, a lack of
training or deviance. These failures are easily avoidable when individuals are provided with
proper training and are given clear guidelines to follow. While such failures are bad and cannot
provide broad learning, they are usually easy to identify and can be solved efficiently.

(Edmondson, 2011)

The second category is the “complexity-related” failures. These failures are related to markets
and industries uncertainty and to unexpected alignment of factors. Serious failures of this type
can mostly be averted by following a good practice and having a good risk management system
but smaller failures are inevitable. To limit the impact of those small failures they should be

quickly identified and corrected. (Edmondson, 2011)

The third sort of failure and the most interesting one is the “intelligent” failure. In this category,
the failure is considered “good” and is encouraged as it creates new knowledge for the
organization to improve its processes and sometimes to afford a competitive advantage. By
practicing “intelligent failure”, managers can avoid most of the bad failures while being more

innovative. (Edmondson, 2011)

Cannon and Edmondson (2005) explain that to make the most of intelligent failures,
entrepreneurs must learn to have long term visions. According to the authors, short visions that
focus on immediate profit and on cost management are usually causing troubles in the long run.
They underline that when being able to plan on longer periods and set long term objectives,

organizations get opportunities to learn and grow in a better environment.



As mentioned before, Cannon and Edmondson (2005) also like to differentiate small and large
failures. Small failures are all the small steps which can go wrong in a project while large
failures are the consequences of the addition of the small failures and often end-up as the end
of the project or the business (Cannon & Edmondson, 2005). While developing failure learning
orientations, Cannon and Edmondson (2005) advise that organizations pay more attention to

small failures and spend more time analyzing them in order to prevent bigger ones.

Crutzen and Van Caillie (2008), quote Thornhill and Amit (2003) (from Crutzen and Van
Caillie (2008)) who also distinguish young and old failures. According to them, firms can fail
at two different times in their lives: either at a young stage or at an old age. On the one hand,
younger firms would generally fail because they were not able to find a viable strategic position.
On the other hand, older firms, which have managed to reach a strategic position would fail
because they are not able to sustain this position. The poor or the weakening position would,
over time, make insufficient sales and decreased turnover which would lead to the impossibility

of covering the charges.

3.1.3  Definition in this paper

In this paper, the term “business failure” will be referring to the definition proposed by Cannon
and Edmondson (2005): “A deviation from expected and desired results. This includes both
avoidable errors and the unavoidable negative outcomes of experiments and risk taking”. This
definition is also close to the economical definition presented by Crutzen and Van Caillie
(2008), emphasizing the variety of factors that can influence the ability of a firm to match their
expected and desired results.

As Cannon and Edmondson (2005), we believe that the discontinuance of a business does not
occur in one day. Often, several alarm signals will be seen before a business has to stop. It is
essential that all failures, no matter how small they can be, should be handled the same way as
big ones.

Entrepreneurs who go through a very difficult time with their business, whether it terminates
the operations or just puts it at great risk, develop different views and skills. The process of
failure learning must include any type of failure and must be very generalized in the company

to ensure an efficient and permanent improvement of procedures and behaviors.
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3.2 Organizational failure

Many different factors are part of organizational failures. In this section, we identify, in the
existing literature, which factors are put in relation with organizational failure and how they

are perceived and viewed by the main authors in the field.

3.2.1 Origin of the research

Failure is a paramount part of entrepreneurship, with its causes and consequences playing a
role on individuals, organizations and society (Cardon, Stevens, & Potter, 2011).

According to Cardon et al. (2011), the literature on entrepreneurial failure suggests that 2
dimensions must be revised. On the one hand, organizational failure can come from two
sources: entrepreneur’s mistakes, which means an individual has made the wrong decision, or
misfortunes, which means that the mistake comes from external sources or factors that are part
of the environment of the company. On the other hand, the outcome of failure must be defined,

whether it is innovation or destruction.

Regarding the first dimension, while “most studies fail to differentiate between failure of
entrepreneurs and failure of their firms” (Cardon, Stevens, & Potter, 2011, p. 80), Cardon et al.
(2011) try to evaluate different failure experiences and determine if the failures originated more
from mistakes, made by individuals or from misfortunes, due to the environment and external
factors. They conclude that, in general, failures are equally due to entrepreneurs’ mistakes and

by environmental misfortunes (Cardon, Stevens, & Potter, 2011).

As for the second dimension, we know that business failure exist and often ends in the
destruction of the business (Miller, 1977). Nonetheless, the idea that organizations and their
members should learn from failure to turn it into innovation is becoming more and more
popular (Cannon & Edmondson, 2005). Failure learning organizations are rare but authors try
to explain why it is difficult to learn from failure and what it takes to implement learning
orientations (Cannon & Edmondson, 2005). The first thing to change in the general opinion is
that “failure is not always bad. In organizational life it is sometimes bad, sometimes inevitable,
and sometimes even good” (Edmondson, 2011, p. 2). What makes the research difficult and
slow is that most of failing businesses disappear and that the entrepreneurs that have failed
often do not desire to talk about their mistakes and prefer moving forward, leaving this

experience that they consider as negative, behind them (Pretorius, 2008).
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3.2.2 Risk related to business failure

Business failure is often the consequence of most of the risks that organizations are exposed to.
If a company cannot manage its risks, they will, eventually, fail. The identification of risks
related to business failure is therefore an important factor when talking about organizational
failure. Everett and Watson (1998) define three categories of external factors, determining the
success of a business: economy based risk, industry based risk and firm based risk.
- The economy based risk is the risk that is general to everyone, in all industries and
companies, it is the most global risk.
- The industry based risk is more specific as it applies to the industry only and is often
common to the organizations in the same industry.
- The firm based risk is very specific to the organization itself. It is related to its
management, technological development and everything that the company is doing

itself.

In addition to the three categories of risk, Everett and Watson (1998) differentiate systematic
and unsystematic risk. The authors identify economy based risk as the only systematic risk
while firm and industry risk are unsystematic. The difference between those two is that
unsystematic risk is not rewarded because diversification strategies limit those risks (Everett &
Watson, 1998). Everett and Watson (1998) identify an impact of the three risks they describe

on small business failure which highlights the importance of managing risk efficiently.

Dobni and Sand (2018) also discuss the impact of risk on business failure. They explain that in
the current corporate world, where environments are changing fast and often, strategic
considerations are slowing down companies in the adaptation process. They describe a trade-
off between strategic agility and the amount of risks and control that an organization wants to
develop. In fast changing environments, risk-averse companies and individuals are, according

to the authors, becoming more and more dangerous.

3.2.3 Various failure causes and symptoms

In the literature, many different causes and symptoms of failures are listed. In this paper
particularly, we focus on the reaction of the organization and its member, after a failure has
occurred. Nonetheless, when discussing failure learning, having an idea of most common

causes and symptoms is essential to have a full understanding of the subject.

12



A general tendency attributes the causes of failures to external factors as blaming others and be
exempted of individual responsibilities is easier, but studies have shown that failures are “often
caused from within the company and by intrinsically interrelated factors that frequently are
rooted in the behaviors of managers” (Miller, 1977, p. 43).

According to Miller (1977, p. 43), whether factors are internal or external, they are never
random. He describes them as “a logical scenario in which various primary factors played a

vital role in causing secondary symptoms to develop”.

Crutzen and Van Caillie (2008) have built, a sequence of chronical failure symptoms that they
have identified. The sequence starts with a poor position on the market and therefore poor sales
and heavy charges. This leads to a lack of profitability and a decrease in competitiveness which
ends up in a lack of cash-flow. This lack of cash-flow, when coupled with high investments to
try to improve the situation will create a lack of liquidities. As liquidities decrease, the
management of the firm must look for external sources of money, creating debts. The debts,
will increase the financial charges which, combined with the deterioration of the organizational
situation, will lead to a bigger decrease of profitability and competitiveness. The cycle goes on

and on. (Crutzen & Van Caillie, 2008)

Everett and Watson (1998) identified three main causes of failure. The first two causes are a
lack of appropriate management skills and an inadequate capital. This is for both the launching
period or the continuous period. They explain that when a company is not well-governed and
that not enough capital is introduced, there is very little chance that the company will last over
time. The third one is the influence of macroeconomic exogenous factors on the firm’s
environment. Those factors are impossible to control but are sometimes possible to predict

therefore their consequences can partially or totally be avoided. (Everett & Watson, 1998)

Pretorius (2008) defines four categories of causes associated to failure: human, internal and
external, structural and financial causes. For the human causes, he relates to different spheres,
such as leadership, management, individual skills and features or behaviors, which is close to
what Everett and Watson (1998) define as poor management skills. Regarding external and
internal causes, he explains that for external causes, the changing and growing environments
force ventures to adapt and to be more alert. Internal factors are closer to the other categories:
human, structural and financial causes. For the structural causes, he lists several reasons such

as the centralization, the lack of long-time planning, the age, the size or the turnover. Finally,

13



for the financial causes associated with failure, Pretorius (2008) lists a weak cash-flow and the
level of debt as main causes, but he explains that financial data is particularly useful for

prediction models.

Crutzen and Van Caillie (2010) have built, on basis of a field research led in collaboration with
the Court of Commerce of Li¢ge, Belgium (now called “the Court of Entreprises of Li¢ge), a
list of five explanatory business failure patterns (EBFPs). This list comprehends: shocked firms,
firms serving other interests, apathetic firms, firms that have failed because of a punctual
managerial error and badly-managed firms. These findings, according to Crutzen and Van
Caillie (2010), are consistent with the existing literature and are an original taxonomy of five

EBFPs.

3.2.4 Failure’s spheres of impact

“Failure is a complex phenomenon that can have a serious and detrimental impact on numerous
aspects of an entrepreneur's life” (Cope, 2011, p. 610). According to Cope (2011), failure can
have an impact on six different spheres: financial, emotional, physiological, social, professional
and entrepreneurial. When developing the results of his research on entrepreneurial learning
from failure, Cope (2011) emphasizes that financial damage is common to most failures even
if it can vary in size, but other less obvious damage can have an even bigger impact such as the
emotional and social factors. Because they experience “extreme levels of commitment and
stress associated to the failure” (Cope, 2011, p. 610), entrepreneurs describe failure as an
emotionally exhausting experience (Cope, 2011). He argues that “the negative emotional
impact of failure is inextricably linked to its complex social cost” (Cope, 2011, p. 611). Cope
(2011) explains that the social relations of failing entrepreneurs can also be affected on several
level. Their marriage and family life can be put at risk but also their future professional

opportunities as their image as entrepreneurs has been damaged (Cope, 2011).

Cardon et al. (2011) highlight the social impact as well. They explain that the reputations of
entrepreneurs are threatened by failure as observers could consider them less capable of
managing a firm once they have failed. Consequently, this has a great impact on the
psychological health of leaders who could be more likely to be in denial, blame others or hide

the failure (Edmondson, 2011).
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3.2.5 The concept of “blame game”

Failure and fault are, in every aspect of life, closely intertwined (Edmondson, 2011). It is one
of the reasons why very few organizations could switch to a psychologically safe culture where
failure does not imply punishment and therefore where learning is an actual outcome to failure
(Edmondson, 2011). Edmondson (2011) refers to this as “ending the Blame Game”. She argues
that most leaders think that there is a dilemma between not punishing for failure but not being
sure that employees will try their best to succeed and punishing for failure but then not
encouraging taking initiatives. She continues by explaining that a balance must be found.
Organizational cultures where it is safe to innovate, fail and learn have to put high standards
for performance (Edmondson, 2011). Nonetheless, when analyzing the causes of a failure,
leaders must keep in mind that some mistakes may be blameworthy such as deliberate deviance
or lack of effort (Edmondson, 2011). But even in this context, Edmondson (2011) emphasizes
the need for leaders to analyze the situation: “was the lack of effort due to extreme fatigue after
a long work shift?”. In certain cases, the reason of the blame should be studied carefully

(Edmondson, 2011).

3.2.6 The concept of responsibilities of leaders in the failure

The responsibilities of leaders are often questioned in the case of failure. Many wonder if the
failure is the consequence of mismanagement or the accumulation of unlucky events and
partnerships (Cardon, Stevens, & Potter, 2011). What is generalized is the approach of leaders

towards their own failure and their interpretations of causes and consequences.

The perception of leaders in management responsibilities in the failure can vary depending on
where they stand. Most respondents interviewed by Wagner II1 and Gooding (1997), would
change their analysis whether they are talking about their own organization in which they are
actors or if they are analyzing another firm as a simple observer. When positioned as actors,
leaders have a tendency to credit successes on the organization, praising its well-functioning
procedures and strengths while they would blame failures on the external environment of the
firm. As observers, analyzing firms that they are not a part of, managers would tend to attribute
success to the environment of the firm, making it look as a factor of luck, while they would
blame failures on the weaknesses and malfunctioning areas of the organization. (Wagner III &

Gooding, 1997)
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Most people associate firms with their managers. In that context, many leaders refuse analysis
of their business failures because they fear that their own image will be affected. As they want
to avoid personal fault, managers would deny the failure. It is therefore a very complex and
tricky subject to treat as central actors often refuse to discuss it or do not provide an objective

judgement of the situation. (Starbuck & Baumard, 2005)

3.3 Learning orientations

This paper is focusing on organizational learning from failure. However, in the literature,
organizational learning has its own place and it is important to understand the concept of
organizational learning alongside organizational learning from failure as the second one is only

a category of the first one.

3.3.1 Organizational learning topics

Many topics related to organizational learning are discussed in the literature. Baumard and
Starbuck (2005) describe, the four facets of the debate regarding organizational learning, that
they identify in the literature. The first facet they describe is that learning is essential to survival
and success in a changing and demanding environment. Economic and social environments
constantly change and organizations that fail to adapt are often punished. They also argue that
some companies try to adapt but cannot maintain the adaptations on the long-term or simply
do not plan any long-term adaptations. The second facet is opposed to the first one and sustains
that long-term decisions do not really matter because what is important is how individuals’
behaviors in the company change. Anyway, statistics tend to show that the survival of
companies is the result of random processes. The third facet is related to competitive
advantages. The authors explain that some would argue that learning is essential but does not
create a competitive advantage. Learning can only create such advantage if it is quick, rare and
difficult to imitate. A competitive advantage is easier to keep in markets where the competitors’
reactions are slow. The fourth and last facet that they describe is related to the learning capacity
of managers. While cognitive learning should be the most effective, a majority of managers
have erroneous visions of their firm and environment. Despite that behavior, managers tend to
encourage learning from successful behaviors and deny unsuccessful experiences. (Starbuck &

Baumard, 2005)

“Organizational learning is the process through which the past affects the present and the

future” (Argote, 2011, p. 439). Argote (2011) defines 3 main processes to organizational
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learning: creating, retaining and transferring knowledge. The author explains that retaining and
transferring knowledge is well-covered in the literature but the creation of knowledge should
be further developed. Overall, Argote (2011) argues that many topics still have to be developed
and researched in order to have a greater understanding of learning orientations and be able to

improve the performance of organizations through such learning.

3.3.2 Learning as a tool for performance

According to Alegre and Chiva (2013), there is a positive link between Organizational Learning
Capability (OLC) and firm performance. In their research, the authors try to show the
relationship between entrepreneurial orientation and firm performance. Their data analysis
highlighted that OLC has a strong mediating effect on the relationship between entrepreneurial
orientation and firm performance. Real et al. (2014) support these findings but add that the
relationship between firm performance and both entrepreneurial orientation and learning
orientation are mostly indirect, through organizational learning. This places organizational

learning in a central position when it comes to performance.

Zhao et al. (2011), explain that through organizational learning, organizations acquire
information, understanding, know-how, techniques and practices that improve the performance
of the firm. This means that high levels of learning can be associated to innovation which helps
outperforming rivals. In other words, organizational learning is a necessary tool for

organizations which aim at developing competitive advantages. (Hurley & Hult, 1998)

3.3.3 The leader’s role for implementing learning orientations

According to Edmondson (2011), leaders are major players in creating a failure learning
oriented culture. Their role is to create and continuously reinforce a culture that avoids blaming
individuals for failure and encourage the analysis of failure. Leaders have the responsibility of
reminding individuals and teams that failure is allowed and should be used as a factor for

success (Edmondson, 2011).

Another role of the managers when it comes to learning is to assign the right task to the right
person, knowing who is good at doing what (Argote, 2013). Pretorius (2016) defines the
leadership role as rather substantial. The author highlights areas where this role takes effect.

He underlines that leaders must recognize overloads of information that describe preconditions
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to failures, they must make decisions, even on learning processes and finally they must deal

with stakeholder perspectives.

According to Senge (1990), the image of the traditional authoritarian leader has become
inadequate. He argues that now, the role of the leader of an organization is to shape the culture.
Of course, depending on the contribution of the leader to the creation of the company, his role

will change (Senge, 1990). The author adds that leaders need a different set of tools and skills.

Those skills, according to Senge (1990), must be distributed in the whole organization and it is
not enough for one or two individuals to master them. The first skill that he describes is
“building a shared vision”. He explains that the company has as many visions as it has
members. The goal is that as the members are developing the entity together and therefore
developing their vision of it, they start seeing similarities and start sharing ideas. As the shared
vision develops, individuals still have their own vision but can also see the common one, the
one they have built all together. To encourage the switch from individuals’ visions to a shared
one, leaders have an essential role. They must communicate and share their own vision and

know that the process is a continuous one that will never really end.

The second very important skill, according to Senge (1990) is surfacing and challenging mental
models. He argues that leaders must be able to see that they might have a theoretical vision of
management but it is not always the same as the one in use in their organization. This is
encouraged by the fact that most individuals do not show their genuine thinking in public. The
author explains that as individuals do not speak-up their minds truthfully during meetings and
work discussions, the idea they have of how things should be done, cannot be translated
properly in the organizational culture. Senge (1990) encourages leaders to change this tendency

and open discussions about real visions and feelings.

The last skill that is underlined by the author is the “systems thinking”. What Senge (1990)
describes as the best leaders he has observed are the ones who see systems instead of individual
processes and who have a global vision over time instead of focusing on daily operations. To
encourage this type of behavior, Senge (1990) explains that leaders should move past blame
individuals or circumstances but also recognize which types of complexity are important on a

strategic level or not.
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3.4 Failure as a tool for success

Failure has negative connotations in every aspect of life. No one likes to fail and it is common
to most societies. Nonetheless, researches, such as this one, try to highlight how and why it is

important to fail and how failure can lead to successful projects and organizations.

3.4.1 Limitations to learning from failure

In today’s society, success is always better seen and welcome than failure. What should become
the norm is that when facing failure, organizations would be able to learn from the causes and
consequences of the failure and use the learning for future successes. McGrath (1999) explains
that by seeking success at any cost and therefore by always trying to avoid failure, companies
would introduce more errors and mistakes than expected. This type of behavior does not only
inhibit the learning but also increases the chance of failing and make it more expensive

(McGrath, 1999).

In learning orientations, the learning that follows a success is not ensured to be a source of
future success, it can also be a source of failure. Moreover, the learning that should follow a
failure experience does not always occur and sometimes, when it occurs, it is misused and it
teaches the wrong lessons. Organizations should spend more time and resources focusing on
the learning, trying to make it efficient but should also pay more attention to the processes that

were created and that make the learning difficult or wrong. (Starbuck & Baumard, 2005)

3.4.2 Changing the perception of failure

The problem is, according to Cannon and Edmondson (2005), that for most organizations,
failure is a negative experience and should be avoided at any cost. Very few organizations use
their failures as a tool for learning, mostly due to strong barriers in the organizational culture
that are both social and technical (Cannon & Edmondson, 2005). They also argue that
“organizations should not only learn from their inevitable failures but they should learn to fail
intelligently as a deliberate strategy to promote innovation and improvement” (Cannon &

Edmondson, 2005, pp. 299-300).

The need of failing to later achieve success is a recurring topic in the literature and authors
often argue that failing is an inevitable step for learning organizations on their way to success
(Cope, 2011). It is also argued that “entrepreneurs who have experienced failure are arguably

more prepared for the trials and tribulations of entrepreneurship than those who have only
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enjoyed success or prospective entrepreneurs yet to experience the often harsh realities and
intense ‘pressure points’ of the entrepreneurial process” (Cope, 2011, p. 621). Edmondson
(2011) also argues in that sense and says that “the wisdom of learning from failure is

unconvertible, yet organizations that do it well are extraordinary rare” (Edmondson, 2011, p.

1.

McGrath (1999) argues that linking both the positive and the negative outcomes of running the
business can help creating value for the organization without suffering from the distortion of
trying to avoid failure at any cost and loosing opportunities in the process. According to her,
since the central point in studying entrepreneurship is to understand wealth creation, small, not
very costly failures that can turn into innovation and substantial financial return should not be
feared as much by organizations. She continues by explaining that failures are beneficial
because it is often easier to understand the causes of failures than of successes and therefore it

is important to see a failure as a tool for entrepreneurship learning and business development.

3.4.3 The concept of the recovery process

The recovery process that entrepreneurs go through when they face failure is very similar to
the recovering of the loss of a loved one (Shepherd, 2003). Shepherd (2003) describes some
practical implications of the recovery process that an entrepreneur can face. One of those, and
certainly the most important step to recovering is to acknowledge that feelings are normal and

should not be a shame or embarrassment (Shepherd, 2003).

When talking about the recovery process, it appears that the word “failure” has a negative
connotation for most entrepreneurs and that the fact of changing its name can help viewing it
differently (Wilson & Dobni, 2020). Several authors such as Wilson and Dobni (2020) and
Cannon and Edmondson (2005) define this process as “reframing failure”.

Broderick and Wilson (2020) argue that entrepreneurs would prefer words such as “missteps”
or “opportunities of improvement” rather than “failure”. To help using the right vocabulary,
Cannon and Edmondson (2005) have summarized, in a table®, the shift that entrepreneurs

should operate when talking about failure.

8 See appendix 111
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According to Shepherd (2013), “businesses fail, entrepreneurs learn”. While businesses fail,
entrepreneurs do not. They simply learn from the event, they are motivated to try again and
they proceed to it, which is the recovery process. In order to be successful it is necessary to first
have faced failures. The underlying assumption is that learning from failure is somewhat
automatic and instantaneous. (Shepherd, 2013). Nonetheless, a big barrier to recovery is that
the loss of the business can often be associated to grief and while the grief is in process, the
ability of individuals to analyze the causes of the loss will be decreased (Shepherd, 2003).
Therefore, an important step in the process of recovering from failure is to take an emotional

and psychological distance from the, sometimes traumatic, experience (Cope, 2011).

Shepherd (2013) argues that two solutions are possible for dealing with grief. The first option
is “grief work”. This technique is based on developing an objective understanding of the failure
and break down emotional bounds. By creating such understanding, individuals are able to
place themselves at a distance from the lost object. The second option is a “restoration
orientation”. Such an orientation is made up of two elements. The first one is distraction.
Individuals must distract and stop themselves from thinking about the failure. Doing so, the
individuals will avoid having an emotional reaction that triggers the grieving process. The
second element is to be proactive towards secondary causes of stress. Individuals can draw their
attention away from the failure itself by focusing on other issues caused by the failure. It can
be personal actions, looking for a job, moving away, etc. In this “restoration orientation”
approach, it can be difficult to see how individuals could learn from their failure if they are
trying to be distracted from it. The key to this is to be able to mix both approaches. The
entrepreneur must try to understand the failure, but when emotions are getting too heavy and
negativity is taking over, the entrepreneur must switch to a restoration orientation and get

distractions, away from the failure to recharge emotional batteries.

The recovery process is a long and difficult path that often takes time and competences.
Entrepreneurs must keep in mind that we rarely get it all wrong. When analyzing failure and
working on solutions, organizations must try to differentiate what should be further developed
or what should be abandoned (Wilson & Dobni, 2020). What is really important is “to not dwell
on the fact that a misstep has occurred, but rather, work towards uncovering the root cause and
solution” (Wilson & Broderick, 2020, p. 115). While many consider failing as inevitable, the
response given by the executives is essential when it comes to using failure to learn, or not

(Wilson & Broderick, 2020).
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4. Models

Among the literature treating of failure learning orientations, and especially of the
incorporation of such an orientation in the organizational culture, three main articles, presenting

3 models, have been identified as a solid basis to develop our research and our model on.

4.1 Cannon and Edmondson (2005) — Failing to learn and learning to fail
Cannon and Edmondson (2005) describe 2 types of barriers: social and technical. These barriers
are associated with 3 key activities: identifying failure, analyzing failure and deliberate
experiment. They associate these 2 types of barriers with each key activity and develop 6

recommendations for action.

4.1.1 Barriers

The two types of barriers described by Cannon and Edmondson (2005) are defined as barriers
to “learning from failure”. According to the authors, organizational outcomes are shaped both
by tasks and technologies and by social, psychological and structural factors. (Cannon &

Edmondson, 2005)
4.1.1.1 Barriers in technical systems

Barriers in technical systems are mostly due to the lack of technical knowledge in the
organization. Issues can arise from the lack of understanding of the systems or technologies
used by the organization. It can be very difficult for individuals to identify and analyze failure.

(Cannon & Edmondson, 2005)
4.1.1.2 Barriers in social systems

Social barriers “start with the strong psychological reactions that most people have to the reality
of failure” (Cannon & Edmondson, 2005, p. 302). As failure is generally perceived as a negative
consequence to entrepreneurship, a majority of people are scared of putting at risk the image
and esteem that others may have for them. (Cannon & Edmondson, 2005)

Another human characteristic, called “positive allusion”, describes the fact that individuals tend
to see themselves and their organization as better than it really is. While this characteristic is
natural and is even described by some psychologists as a sign of mental health, it is also a social
barrier to identifying failure. (Cannon & Edmondson, 2005)

Also, as organizations reward success and penalize failure, individuals and entrepreneurs have

a tendency to dissociate themselves from the failure. This can apply to all level in the
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organization, but certainly tends to start from the top management. As the managers do not
acknowledge and underline their own failure, the individuals, through the organizational
culture, do the same. Sometimes a negative organization culture can even encourage finger-
pointing or public-shaming attitudes. (Cannon & Edmondson, 2005)

What makes social barriers so strong is that they are all deeply embedded, not only in
organizations, but in society. To overcome such barriers, entrepreneurs must deconstruct well-
known and developed behavior, which without a clear model can be a very difficult task.

(Cannon & Edmondson, 2005)

4.1.2 Key activities for failure learning orientations
4.1.2.1 Identifying failure

Identifying failure in a proactive and a time-efficient way is the basis of the learning process.
The concept of catching errors or mistakes before they have an impact on the business has
become more common, especially in manufacturing habits where the inventory has been
reduced to avoid issues and additional costs. The biggest problem in business failure is that
catastrophic failures are often preceded by small, solvable failures that are most of the time not
dealt with. What creates such situations is the tendency of individuals to deny or ignore failure
instead of facing it. If businesses took more time identifying the small failures, they would have
to deal less with the big ones that could in majority have been avoided. (Cannon & Edmondson,
2005)

A major factor to promote identification of failure is the culture. The organization must know
that “creating an environment in which people have an incentive -or at least do not have a
disincentive- to identify and reveal failures is the job of leadership” (Cannon & Edmondson,

2005, p. 305).
4.1.2.2 Analyzing failure

It is rather obvious that organizations cannot learn from failures if they do not analyze them in
depth. The potential learning cannot be realized unless open discussion and conscientious
analysis of the failure is done. The major barriers when it comes to thorough analysis of failures
are social systems. First, it is often difficult for individuals to face their own failure because it
creates negative emotions and it diminishes their self-confidence. Secondly, to conduct such
analysis, a spirit of openness, a great amount of patience and self-tolerance is required and most
entrepreneurs are not known for mastering such features. Thirdly, psychologists have identified

a psychological bias that “hinders the ability of humans for sense-making, estimation and
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attribution” (p. 306). Due to this bias, entrepreneurs are more likely to deny the failure or
attribute its causes to something or someone else which does not set good grounds for a deep
analysis of the failure. (Cannon & Edmondson, 2005)

To enable an efficient analysis, it requires “people, at least temporarily, to set aside these
tendencies to explore unpleasant truths and take personal responsibility” (Cannon &

Edmondson, 2005, p. 306).
4.1.2.3 Deliberate experiment

The last key activity is the most proactive. Some exceptional organizations do not only identify
and analyze failure, but they also innovate and experiment more in order to seize their
opportunity to fail and therefore to learn. In this context, innovative ideas are always put to the
test but in a controlled and “safe” environment. It has been proven that organizations that
experiment a lot are often more productive, innovative and successful in the overall. (Cannon
& Edmondson, 2005)

One barrier to deliberate experimentation is the fact that organizations are more likely to reward
success and tend to despise failure. In this context, a culture including deliberate
experimentations is difficult to implement. Also, organizations like to confirm their ideas more
than they want to learn what they might have done wrong. Deliberate experiment requires

openness and critical minds. (Cannon & Edmondson, 2005)

4.1.3 Recommendations

The recommendations proposed by Cannon and Edmondson (2005) are organized according to
the two barriers and the 3 activities. Each recommendation is designed to be the response to the

combination of one barrier associated to one of the activities to learn from failures.
4.1.3.1 Barriers in technical systems

The first step when starting the process of lowering technical barriers is to teach the employees
that overcoming such barriers is a task that requires very specific skills. The role of the
organization is to help individuals to recognize when they have limited skills and when they

need additional training. (Cannon & Edmondson, 2005)
4.1.3.1.1 Identifying failure

A barrier to identifying failure that is embedded in technical systems is the fact that small
failures are complex to notice. Because organizational systems are large, it is very difficult to

detect small mistakes in processes. To overcome this barrier, organizations must create
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information systems that are capable of capturing the data and organize it to help the

identification of every failure, even the smallest ones. (Cannon & Edmondson, 2005)
4.1.3.1.2 Analyzing failure

When it comes to analyzing the failure, technical systems can be a barrier because the
individuals lack skills and technical know-how to capture lessons and extract knowledge from
the failures. Individuals often lack information to be able to produce a rigorous analysis. To
overcome such barriers, organizations must create a “recipe” for reviewing failures. It should
take the form of specific guidelines to follow in order to give an overall and an effective analysis

of the failure. (Cannon & Edmondson, 2005)
4.1.3.1.3 Deliberate experimentation

In order to learn from deliberate experimentations, some technical barriers must be overcome.
To offer proper learnings, experimentations have to be designed efficiently. Unfortunately,
designing experimentations is not an easy nor an exact sciences and it requires a large panel of
skills. Most individuals in organizations do not have the special knowledge that it requires to
design such experimentations. Training all employees into experts in every field could be very
costly and inefficient in the long run. What the organization needs is to be able to identify when
specific skills are required and who is able to bring that knowledge. This can be achieved
internally or with the help of external consultants who can also train some individuals on

specific topics. (Cannon & Edmondson, 2005)
4.1.3.2 Barriers in social systems

In addition to coping with the technical barriers, organizations also have a great deal of work
to do when it comes to overcoming barriers embedded in social systems. Barriers in social
systems are subtler and more difficult to address since social beliefs are so deeply rooted in

individuals’ minds and in our society. (Cannon & Edmondson, 2005)
4.1.3.2.1 Identifying failure

The main social barrier to identifying failure is the fear of being held responsible for the failure
that one identifies. Often, individuals do not report failures or malfunctions because they are
afraid that the responsibility will be put on them. To overcome this barrier, “organizations must
avoid ‘shooting the messenger’ and instead put in place constructive incentives to speak-up”
(Cannon & Edmondson, 2005, p. 314). Those measures must be promoted by leaders, as a

psychologically-safe atmosphere to decrease the risk of self-esteem bias and others’ judgment.
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In addition to the promotion of such behaviors, leaders should also show the way and be
examples to the organization, ensure the understanding of what is expected from individuals.
For an optimal implementation, the psychological safety must be introduced in small working-

groups and spread naturally in the organization. (Cannon & Edmondson, 2005)
4.1.3.2.2 Analyzing failure

In the analysis process, very important factors are on the one hand, knowledge and on the other
hand the effectiveness of the discussion. As the knowledge issues were treated in
recommendation for overcoming technical barriers, the effectiveness of the discussion is linked
to social barriers. While the safe environment enables the identification of failure, it does not
ensure an efficient discussion and analysis of the experience. To ensure the well-functioning of
the analysis processes, organizations must offer time and space for discussion but should also
plan the management of possible conflicts or misunderstandings that can emerge while going
through what went wrong in a project. In addition to space, time and conflict management,
leaders must also gather several experts in different fields to offer a deep and global analysis,
discovering all the causes of the failure. The experts, who will lead the learning-oriented
discussions, can be internally trained or come from external organizations. (Cannon &

Edmondson, 2005)
4.1.3.2.3 Deliberate experimentation

In learning-oriented organizations, incentives to successful experimentations may inhibit the
willingness to experiment and to fail for the sake of learning. Organizations must be consistent
with their incentives and rewards systems in relation with failed experiments. If organizations
plan for 30% of failure in experimentations, but only reward individuals who have succeeded
more than 80% of their experiments, it will stop encouraging individuals to identify and analyze
their failed experiments. Some key areas must be dedicated to experiments and public reviews
of those experiments, failed or successful; must be held in order to maintain the failure learning

orientation of the organization. (Cannon & Edmondson, 2005)

4.1.4 Bottom-line of the model

Overall, these recommendations are examples of how to start the implementation of a failure
learning orientation in the organizational culture. As the recommendations are designed to
answer specific problems, they need to be accompanied with a general shift in the managerial
mind-set and the organizational culture in regard of failure and its interpretation. (Cannon &

Edmondson, 2005)

26



4.2 Wilson and Dobni (2020) — Implementing a failure learning orientation
In their paper, Wilson and Dobni (2020) are conducting a field research in order to discover
how to implement a failure learning orientation. The sample they used is a group of CEOs of
large US-based technology firms. They conducted semi-structured interview until data
saturation (which was reached after 10 interviews). Wilson and Dobni (2020) used a qualitative
analysis software to analyze the data they collected. After this analysis, five major themes that
are relating to the implementation of failure learning orientations were highlighted.
Those five themes are:

- Creating an appropriate culture for learning;

- Reframing failure to have a positive connotation;

- Dedicating resources to discovery;

- Incentivizing and acknowledging risk-taking;

- Removing negative consequences of failure. (Wilson & Dobni, 2020)

4.2.1 Create an appropriate culture for learning

A main characteristic is the importance of the creation, by the top management, of a culture
that encourages learning from failure. It is paramount that the top management leads the way
as employees might show skepticism at first. The cultural decisions are critical in the beginning
of the organization and must be taken early. The culture has to be centered on the commitment
to learning continuously and especially from failure. Even if the culture must be created at the
top, it is also argued that every employee must continuously support the culture. Appropriated

staff and time resources must also be dedicated to that purpose. (Wilson & Dobni, 2020)

4.2.2 Reframe failure

Learning from failure is all about changing mentalities and focusing on the “how” and the
“why” instead of the “who”. A general observation is that most CEOs deeply dislike the word
“failure” and words such as “discoveries” are preferred. The major problem with the word
“failure” is its negative connotation which is in contradiction with learning that must be seen
as a positive process. The main point is to be able to identify what went right and what went
wrong in order to correct it. In addition, failing fast is often described as a key to succeeding

faster. (Wilson & Dobni, 2020)
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4.2.3 Discover faster

As mentioned earlier, failure is viewed as a key factor for faster success of the business. The
allocation of the right resources is a necessary contribution to failing fast. It is argued that if
you are not 100% invested in innovating and trying new things, you’d better not do it at all. As
the allocation of resources helps innovation and potentially failing fast to succeed faster, it is
also an opportunity to build a competitive advantage for the firm. To be able to implement such
orientations, it is needed to be solution-oriented instead of problem-oriented. Continuously
having critical opinions on new ideas is also a way to prevent being stuck in trying to realize it
while other ideas could have been a better option. In order to keep this openness, encouraging
discussions of ideas can make the abandon or divestment of an idea less personal and more
systematic. Overall, organizations should have open minds regarding innovation and possible
failure and always try to react in a positive way because that is how you can build learning

orientations. (Wilson & Dobni, 2020)

4.2.4 Incentivize and acknowledge failure

As rewards and punishments have always been part of organizations, it is very important to
change this when implementing a failure learning orientation in the organizational culture.
Regarding the rewards, two types must exist: monetary incentives and organizational
acknowledgment. On the one hand, successful risk-taking initiatives must be celebrated and
rewarded by financial bonuses. These practice are well-spread among organizations as
innovation has always been rewarded by the market itself. On the other hand, unsuccessful
initiatives must be rewarded by organizational acknowledgement and learning. (Wilson &

Dobni, 2020)

4.2.5 Removing failure consequences

In parallel to the last section, it is also important to remove negative consequences to failure
such as punishments. When negative consequences are at stake, individuals have a tendency to
keep safe and try to avoid punishment at any cost. When implementing a failure learning
orientation and encouraging risk-taking, negative consequences are barriers to the well-
functioning orientation. Nonetheless, strategic risk-taking and uncalculated risk-taking are not

the same, so a good analysis of the situation is often needed. (Wilson & Dobni, 2020)
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4.2.6 Bottom-line of the model

These five themes are strategies to implement FLO’s. They aim at improving the performance
of organizations in an environment where failure can come from many different horizons.

(Wilson & Dobni, 2020)

4.3 Wilson and Broderick (2020) - Female Perspective of Implementing a Failure

Learning Orientation

In this paper, Wilson and Broderick (2020) have analyzed failure learning orientations viewed
by female executives. Based on the literature and as a continuity to the first paper written by
Wilson and Dobni (2020). In this paper the goal of the authors is to emphasize the point of view
of female executives on failure learning and how it might differ from a masculine approach.
They have conducted this field research with executives from Canadian-based technology
firms. They conducted the semi-structured interviews until data saturation (which was reached
after 8 interviews) and analyzed the results with a qualitative software. Out of the process, six
main themes related to the implementation of failure learning orientations were defined.
The six themes are:

- Reframing failure;

- Uncovering root-causes;

- Encouraging open discussion;

- Operating proactively;

- Stimulating risk-taking in experimentation;

- Providing a calm-presence. (Wilson & Broderick, 2020)

4.3.1 Reframing failure

As Wilson and Dobni (2020) have underlined it, most executives need to reframe failure in
order to not see it too negatively and be able to address it in the best way possible. Wilson and
Broderick (2020) have found the same results for the female executives. They explain that
words such as “missteps” or “opportunities of improvement” are preferred to the word

“failure”. (Wilson & Broderick, 2020)

Uncovering the root cause

It is paramount to focus on why something happened instead of who is responsible. On that
point, female executives respond in the same way as male executives in the research of Wilson

and Dobni (2020). The organizational environment should be safe for individuals to dare
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innovate and to want to analyze what went wrong if something did. The members of the
organization must focus on discovering the root causes of the problem as focusing on blaming

individuals is largely unproductive and time-consuming. (Wilson & Broderick, 2020)

4.3.2 Encouraging open discussion

Open discussion between the employees and the management is a necessary condition for
implementing a failure learning orientation. Encouraging open discussion is part of the safe
culture that is necessary for an efficient failure learning orientation. To be able to organize such
discussions, the whole organization must be aware of the overall goal and this goal, that
individuals must be working towards, has to be clearly defined. When communication is fluid

and encouraged, problem-solving discussion automatically occur. (Wilson & Broderick, 2020)

4.3.3 Operating proactively

In addition to open discussion, it seems important to often check with the employees that
everything is alright to avoid bigger failures. When being proactive and trying to discover small
failures before they can impact large projects, executives can avoid major failures thanks to a

better management of the crisis. (Wilson & Broderick, 2020)

4.3.4 Stimulating risk-taking in experimentation

It is understood that the implementation of a failure learning orientation has to be accompanied
by the incentivizing of risk-taking initiatives. Of course this risk must be strategic, calculated
and not totally randomized. These initiatives aim at uncovering possible problems and being
able to cope with them before they occur. Also, when practicing deliberate experimentation,
organizations can practice failing fast and succeed faster. Of course, such type of organizational
behavior must be accompanied by a safe culture and a good analysis of the root causes. (Wilson

& Broderick, 2020)

4.3.5 Providing a calming presence

The last theme that was uncovered is “providing a calming presence”. This theme is the one
that is the most specific to the female executives. According to the female executives, by
providing a calm response to the failure, it ensures that the individuals can be reassured and
that the process of analyzing the failure, discussing it and finding solutions is improved. Failing
is inevitable in every organization but it is the response given to the failure that will influence

the outcome the most. (Wilson & Broderick, 2020)
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4.3.6 Bottom-line of the model

This model, as the Wilson and Dobni (2020) model is listing strategies for the implementation
of a failure learning orientation in the organizational culture. Its main addition to the literature
is the sixth enabler that emphasizes the need for a human and calm presence. (Wilson &

Broderick, 2020)

4.4 Our proposed deductive model

Thanks to a thorough analysis of the literature, major authors and topics of interests have been
identified. The three reference models® were chosen because they are the ones covering the
topics more clearly and efficiently, in regard to the conducted analysis. As a result of the
analysis of the literature and specifically of the three models (detailed in the last section), a

model could be developed.

4.4.1 Logic behind the model

The goal of this model is to unite and structure the three reference models, with regard to the
existing literature as well and try to offer a solution for various organizations. The model is
called the “Retro-permanent model” and proposes enablers to follow in order to design a FLO
in the organizational culture. To identify the different enablers we have centralized the
reference models on one document!? and we have sorted out the different guidelines that were
proposed in those models. By buildings those categories, major themes have been identified

and with the analysis of the literature, the enablers could be defined in detailed.

These enablers are organized according to a certain order. This order was decided depending
on the literature and the big tendencies that we have identified but also the concept of “maturity
grid”. Maturity grids are used in the literature to build a hierarchy inside a theoretical model.
The principle is that one level must be reached to “unlock” the next one. (Maier, Moultrie, &
Clarkson, 2012). In our paper, levels are mostly used to show the order of importance in the
implementation process. However, the levels are not as strict as described in the literature on
maturity grids and they must be incorporated according to the time frame that fits the

organization best.

% Cannon and Edmondson (2005), Wilson and Dobni (2020) and Wilson and Broderick (2020)

10 See appendix IV
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The model is shown in Figure 1 - Our proposed model, and is structured as a waterfall: enablers
start at the top and fall down. The five enablers are separated into four “levels”. The logic
behind this model is that to be able to develop a “level”, the organization must have
implemented the previous level(s). We believe that incorporating the enablers as the waterfall
suggests it, makes it more efficient and logical. The different levels can be seen as conditions
or pre-requisites for the next levels to be successfully implemented. Of course, once a condition
or a level is incorporated in the culture it needs to stay permanently. It is because of that
component that the word “permanent” is part of the name of the model. This level-organized
system, is an addition to the existing literature as it sets conditions and gives an order on how

to incorporate the enablers to failure learning orientations.

Cultural requirements for
a safe environment

Level 2----- Have a positive attitude Remove negative aspects

Level 3-- Incentivize risk-taking initiatives

Identify and analyze the causes of the

Level 4------------¢ failure

Figure 1 - Our proposed model

4.4.2 Level 1 — Organizational commitment to learning

The first enabler that is identified is the need for “organizational commitment to learning”.
Wilson and Dobni (2020) emphasize the need for such commitment in their model and argue
that management must impulse the cultural change. They explain that it is through the culture

that commitment to learning can be implemented. According to them, the intention of learning
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from everything and at all time must be translated into actions, such as the recruitment of
specific staff or by encouraging innovation in all functions of the company. Senge (1990)
supports this idea and makes a parallel between organizations and humans. He explains that
since they were born, children have been learning and that is how they develop and become
functional adults. According to him, organizations should do the same and focus on learning
instead of focusing on performing because it is through learning that organizations can perform
in the long-run.

In the retro-permanent model, the organizational commitment to learning has a very important
place. In order to pretend to the incorporation of a failure learning orientation, an organization
must be fully committed to learning. This commitment, as Wilson and Dobni (2020) and
Edmondson (2011) explain it, should come from senior management but needs to be
understood, supported and applied by every individual in the organization. The commitment to
learning is the first level as it sets a basis for the rest of the model. It is essential that willing to
learn is part of the organizational culture and is deeply incorporated into the habits and the

minds of all individuals in the company.

4.4.3 Level 2 — Cultural requirements for a safe environment

When the commitment to learning is incorporated in the culture, the retro-permanent model
plans that the organization adds two requirements. The first requirement is to have a positive
attitude towards failure and the second one is to remove negative aspects of failure. These two
requirements need to be specifically applied to failure, but must be incorporated in the
organization and in the minds at all levels before facing failure. This is what we could call the

“implementation of a safe environment”.
4.4.3.1 Having a positive attitude towards failure

Wilson and Broderick (2020), give a very detailed explanation on how having a positive
attitude towards failure helps learning from it. In their research (2020), the authors are
specifically studying female executives and recognize the calm and reassuring response as a
feminine characteristic (in comparison with the study conducted by Wilson and Dobni (2020)
with male executives). Nonetheless, we believe that this parameter should be applied to all
FLO’s, as it is a very important part of the safe environment that companies should be able to
provide. Indeed, the organization must provide a safe environment for individuals to evolve
and to improve. When facing failure, individuals must feel reassured and receive a calm answer

from their management in order to find positive solutions and learn from what went wrong.
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Wilson and Broderick (2020) also highlight that providing a calm presence is very important
to start the recovery process faster, as it opens the dialogue. They describe open discussion
between management and employees as the best way to find solutions to problems and to move

away from failure.
4.4.3.2 Removing negative aspects of failure

Wilson and Dobni (2020) have underlined in their model that associating negativity with failure
is not the right solution to be able to learn from it. Wilson and Broderick (2020) agree and add
that a part of the safe environment, is to not blame individuals and not punish them for mistakes.
According to Wilson and Dobni (2020), negative aspects are mainly punishments which are
usually applied through identification of individual responsibilities. Edmondson (2011), states
that identifying responsibilities usually hinders the dialogue and discourage individuals to
speak-up when they notice a malfunctioning or a mistake because of the fear of being finger-
pointed. The “end of the blame game” as Edmondson (2011) describes it is definitely a major

requirement in our model.

In this deductive model, the removal of negativity linked to failure and the procurement of a
calm response to failure and reassuring management are most important conditions for an
efficient FLO. The safe environment, has to be fully applied after failure occurred, to respond
to it in the best way possible. Nonetheless, in the model, the creation of the safe environment
is the second level. Indeed, we believe that it is through the safe environment, that initiatives
will be best incentivized and that proper reactions will arise from failing. If the safe
environment is not set from the beginning, individuals might be scared to innovate, or might
not want to point out mistakes or failures when they occur because they could be afraid of being

blamed or punished.

4.4.4 Level 3 — Incentivize risk-taking initiatives

The third level is “incentivize risk-taking initiatives”. This enabler is underlined in all three
reference models (Cannon and Edmondson (2005), Wilson and Dobni (2020) and Wilson and
Broderick (2020)). According to these authors, in order to use failure as a factor for success,
you should trigger failing as fast as you can to succeed even faster. They argue that the best
way to do so is by innovating, experimenting and by taking risks. Cannon and Edmondson
(2005) explain how social and technical barriers to deliberate experiment can be overcome (see

in the “models” section). They explain that it is by taking chances to failure, through
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experimentations, that discoveries are made. It is therefore worth taking risks, as it offers a
chance to succeed faster and better. McGrath (1999) agrees and explains that it is essential to
fail because it is much easier to understand the causes of a failure than of a success, therefore,
you must fail first, to learn and then use what you have learned and apply it to your successes.
Wilson and Dobni (2020) also emphasize that proper resources must be allocated to the
innovation process and discoveries. Wilson and Broderick (2020) add that the risk must be
calculated. And that taking unconsidered risk is as unproductive as not taking any risk.

As the name of the level indicates it, another dimension is the incentivizing of such behaviors.
Wilson and Dobni (2020) have highlighted that public financial rewards and acknowledgement
of success through risk-taking initiatives is essential and is a way of rewarding individuals.
However, they precise that the incentivizing is just one part of the equation and that others,

such as the safe environment and the commitment to learning are as essential.

In the retro-permanent model, we consider that risk-taking initiatives are important. As
described earlier, if it is possible to learn from unforeseen failures and use it as a success factor,
then it should also be possible to create an environment where individuals can try hard, where
they will certainly often fail but in this same environment, they will learn a lot. As explained
in the last section, it is also thanks to the safe environment that was previously created that
individuals will be able to innovate and take risks freely and certainly more confidently. It is

therefore essential for leaders to encourage risk and initiatives and welcome innovative ideas.

4.4.5 Level 4 —Identify and analyze the causes of the failure

The last level is “identify and analyze the causes of the failure”. After incorporating
commitment to learning in the culture, when a safe environment is created and time and
resources have been allocated to innovations, which will result in failures (or in successes), the
organization must be prepared for the identification and analysis of what went wrong (or right).
Cannon and Edmondson (2005) describe in details why identification and analysis of failures
are important and how to overcome social and technical barriers to the identification and
analysis of failure. They describe several processes, from the procedure itself to the cultural
change (see in the “models” section). Wilson and Broderick (2020) also describe the
importance of analyzing failure and call it “uncovering root causes” and ‘“operating
proactively”. In these enablers, Wilson and Broderick (2020) explain that by identifying the
root-causes and analyzing them, the organization makes useful discoveries about unsuccessful

Processes or procedures.

35



In the deductive model, the identification and analysis of failure causes is very important. After
the identification of specific causes, the organization must provide a deep and thorough analysis
of failures, because it is through this kind of analysis that flaws, weaknesses and strengths will
be uncovered and therefore can be later used as tools for successful projects. Once again, it is
through the commitment to learning that such behaviors can be encouraged. Also, thanks to the
incorporation of the safe environment described in level 2, the identification and analysis of the
causes and the reasons of the failure will be discovered with a positive approach. Individuals
who know that they will receive a calm response, will not be blamed and not be punished, can
analyze the situation thoroughly and safely. Because the identification and analysis will be a

good experience for everyone, individuals will be more likely to try again and keep innovating.

4.4.6 Retroactivity of the model

The different levels have been described and a last comment is necessary: the model must be
retroactive. The retroactivity of the model is illustrated by the arrows on the outside of the
model (see Figure 1 - Our proposed model). As explained in the previous sections , the model
should be seen as a cycle that must be repeated over and over again. The first level is a bit
particular because it is the basis of the FLO and it needs to be incorporated once to then “only”
be maintained as part of the organizational culture. Then, level 2, that is separated in 2 enablers
for creating a “safe environment” can be incorporated. When level 2 is well-installed and has
entered the culture of the company, level 3 can be incorporated and then, finally, level 4. Once
level 4 is reached, there is a need to go all the way back to level 2 in order to offer the best
possible response. Indeed, what is important is that when analyzing the causes of the failure,
the organization offers a calm presence and removes all negative aspects. If this safe
environment is properly installed from the beginning, as suggested by the structure of the
model, level 3 and level 4 will be informally encouraged by the culture. After a positive
response has been given to the analysis, new initiatives can be started. There, the process starts

again. This is the part that gives the “retro” component to the name of the model.

4.5 Validation of the model

As described in the methodology section, this model had to be validated by field interviews.
The field interviews must trigger improvements and corrections of the model if needed. The

interviews are also made to adapt the model to Belgian companies.
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5. Results

As explained in the previous sections, 6 interviews were conducted with Belgian leaders of
Belgian companies that can be described as having a failure learning orientation according to
our four criteria (see “methodology” section). The objectives of those interviewees were to
validate the model that was previously built from the literature and maybe to add some
improvements or corrections, depending on the Belgian context.

In this section, every level of the proposed model!! was compared to the data obtained in order

to evaluate the accuracy of the model.

5.1 Analysis table

To proceed to the analysis of the results from the interviews, we built a table summarizing the
different interviews and the similarities between the answers obtained. For each enabler, the
main topics discussed by each interviewee were highlighted. After all the interviews were
completed and the table was filled out, we drew conclusions for each “topic” to underline the

similarities and differences between the interviews and the model.

For practical reasons regarding the presentation of the table, the table is split in 3 parts, showing
the answers of the interviewees two by two. Nonetheless, the categories created for the analysis
are the same for all participants and the participants were not classified according to their

answers, only by the date of the interview!2.

1 See Figure 1 - Our proposed model

12 See appendix 1
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Type P1 P2 Category
"Learning can only be done through a proactive and | An employee is working part-time on training | Proactivity and reactivity
reactive behavior, encouraged by the top | and learning only. Organizing training sessions | as key elements
management" and reminding the importance of the

commitment to self-improvement and
continuous learning.
Commitment | Employees in continuous training. Always | Continuous improvement as company value. | Continuous learning and
to learning | encouraged to improve their skills and develop new improvement are key to
abilities. show the commitment to
learning
"There are no failures, only learnings" New principals come from the crisis and have | Importance of the values
been installed in the new culture that was built | and the culture
in response to the difficult times.
“Punishment is useless: it is practice from another | “Fighting finger-pointing attitude is essential.” | Blame game is over and
era. It does not bring any solution and only useless
Remove discourages employees to speak-up and report
negative problems.”
aspects of | Individual responsibilities are useless. It is more | Identification for personal improvement but | No  recognition  of
failure interesting to see how the team could be more | only to accompany the employees in their | individual

efficient.

To remove all form of guilt.

development.

responsibilities for blame
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Need to make mistakes to be able to improve.

Utilization of collective

Give a
positive
response to

failure

responsibilities for

general improvement
“Being a leader mostly implies having | Responsibility of the
responsibilities. As the boss, I am often | managers (must be

questioning myself to know if I gave the right
task to the right person. If someone makes a
mistake or does not do what we were expecting
from him/her, I will always assume that it is
because I was not clear enough when I gave the

assignment.”

humble when responding

to failure)

“The very first thing I do is reassure my employee.
Often, when they have to talk with their boss they
would be afraid that we fire them. It is therefore
essential for me to start the conversation by saying
that their job is not at risk and that we only want to
have a calm discussion to understand the recent

events.”

Stay calm and reassuring

Open dialogue and calm

attitude

39




Dialogue must be open fast, right after events.

Transparency

Failure is paramount for learning

Others

Incentivizing

risk-taking

Personally, as an entrepreneur, not risk averted

as it is part of the job.

“Risk is part of my job. And now, more than
50% of my tasks are related to assessing risk.
If I disliked risk too much, I could not do what
I do.”

Entrepreneurship and

risk-taking is obvious

Initiatives are welcome but not pure risk. For risky

Encouraging initiatives is important but the

Employees must be

initiatives | propositions, a risk analysis must be conducted. risk should be limited. careful: initiatives always
welcome, risky ones
should be examined
"We have discussed implementing incentives, but Incentivizing creates
for now, nothing is done, it is difficult to find a tensions and
functioning formula." competitions
Personally too careful for taking risk (as a CFO) Others
Identification | Identification is also a full process. Identification and

and analysis

analysis are two steps
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of the causes

of the failure

Loads of resources are needed to analyze causes in

depth.

“No need for an analysis of the causes if the
corporate governance is not performing,
because then, we know where the problem
comes from. The governance also needs to be
well-functioning for the analysis as they need
to have a clear vision of the market and the

company’s activities.”

Resources are needed

The process is a step by step approach where we
identify all causes and then each cause is analyzed

in depth. Always trying to uncover deeper roots.

Action plan: what can be solved, what cannot?

Action plan for a

structure analysis

“Something that is also important is to work with
participative dynamic. Everyone should be included
in processes and feel valued and listened to. We
need to give a voice to all the employees because

that is how we can really learn from failure.”

“Every cause must be analyzed in detail but a
cost (in time and money) analysis must also be

done for what should be saved or not”

Importance of details but

not be picky
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Type P3 P4 Category
"The only way to not be behind is to be in front". Most important is to learn from mistakes to not | Proactivity and reactivity
make them again. as key elements

Need for training for all functions, even for | Training on 2 levels: Continuous learning and

management. - Knowing how to be improvement are key to
- Technical level show the commitment to

“Sometimes leaders would ask their employees learning

what they need to be trained on or what they would

Commitment | )
like to have conferences or new formations about.
to learning . . ) :

In my opinion, my role as the managing director is

also to propose topics that my employees might not

think of or might not even know about. If they do

not know about something, they cannot ask to

receive specific training on that topic.”

"Where do we come from? Who are we? Where do Importance of the values

we go?" and the culture

Guilt and blame culture is useless. Blame game is over and

Remove
_ useless
negative — — —
Individual responsibilities are totally removed as No  recognition  of
aspects of o
‘ the company works as a team. individual
failure

responsibilities for blame
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Weekly meetings to share tricks and tips about

Utilization of collective

Give a
positive
response to

failure

good and bad experiences. responsibilities for
general improvement
The organization should communicate on all that is | On a positive side, each employee has full | Others
right and wrong responsibility for his/her tasks (autonomy)
Responsibility of the managers if there is problem | Responsibility for the manager to recruitment | Responsibility of the
of lack of clarity. and distribute tasks correctly: managers (must be

“Of course, each individual is responsible for
their own tasks, they are the specialists but I
am not. In any case, someone does not do their
job, the overall responsibility will be mine. It
always comes back to management. And that

is also why recruitment is a key activity.”

humble when responding

to failure)

Dialogue only orally (phone or live) as written
language removes nuance and can create problems

and misunderstandings.

Listen, encourage and reassure.

Stay calm in all situations.

Translation of values in behaviors such as

honesty, carefulness and humility.

Open dialogue and calm

attitude
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Culture of the questioning: "We always ask a
lot of questions to many people in order to have
a very clear picture of what happened, how and
when. Through questions, which is not a
stressful  process,

we can gather many

information that are helpful to improve

ourselves and open the dialogue"

Need for transparency: “Leaders are often afraid of
communicating when the company is doing good.
They fear that every employee would come to them
and demand a pay-raise. They are also afraid of
telling the workers when the company is doing less
well as they fear panic. None of those two is right
and a good leader should be able to communicate on
both the good and the bad. The workers should
know when their work is successful but also when
difficulties are faced. Knowing such information
also the commitment of the

will improve

employees.”

Need for transparency at any level for the

employees and the management

Transparency

"It is not because things are difficult that we do not

dare, it is because we do not dare that things are

Only averted to physical risk. Otherwise, as an

entrepreneur, risk is part of life.

Entrepreneurship

risk-taking is obvious

and
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Incentivizing
risk-taking

initiatives

difficult". Entrepreneurship spirit wants initiatives

to be taken.

Optimistic about the future "everything always

works out"

“I love hearing new ideas and propositions for
improving the company. When someone wants to
change our way of working into something different
and more efficient, I am always happy to hear it.”

Employees must always know the risk they are
taking and it should always be assessed and

discussed.

Very open to innovation and employees’

participation.

Risk for the employees: Proposition and study
of the risk by the management team. It is
always considered as internal propositions are

really appreciated.

Employees must be
careful: initiatives always
welcome,

risky  ones

should be examined

“For having worked in many different countries and
cultures, I think that individual (monetary) rewards
for innovation does not really work in Belgium. It
often creates a feeling of competition between
employees and hinders communication and team
work. Also, rewards for innovations are sometimes
unfair for employees who work in less ‘creative’
departments, such as accounting or quality control,
compared to R&D. In my opinion, the best way to
offer rewards is to do it for teams when a project is

finished in time and successfully. But again, it

"Regarding incentives, nothing formal is done.
We try to remind employees that we are open
for suggestions and that they should tell us
what needs to be change. We also emphasize
the need for transparency, openness and

dialogue during our weekly meetings."

Incentivizing creates
tensions and
competitions
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would be a drink with the whole department or a
pizza party, no promotion. Of course, promotions
exist but are more a reward for a constant and long-

time dedication to the company’s goals.”

Identification
and analysis
of the causes

of the failure

Identification and analysis are two separated
steps. You need to first know what happened

and then try to understand why it happened.

Identification and

analysis are two steps

“People and time should be dedicated to that

purpose”

Resources are needed

Structured procedure: questionnaire, diagnostic and
crossed matrix between the diagnostic and the
improvements in order to check that everything was

taken into account.

Action plan for a

structure analysis

"Here too, I try to not lose myself in stupid details,

I have to keep an analytical mind."

Importance of details but

not be picky

Rapid, flexible and reactive attention to all

causces.

Others
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Type P5 P6 Category
Ability to bounce back fast Proactivity and reactivity
as key elements
The worse thing to hear is "we have always done it | Learning is huge and essential. We are never | Continuous learning and
like that". done learning. improvement are key to
show the commitment to
Commitment
_ Training at all level and for the management too | Continuous training is promoted for everyone | learning
to leaming (more specifically) with external associations.
Failure is a very difficult personal experience. But Importance of the values
the learnings are huge. and the culture
Mistake = investment
Blame game is over and
useless
Remove “When you face failure, wasting time on | No  recognition  of
negative individual responsibilities is very easy, but | individual
aspects of also very costly” responsibilities for blame
failure Always the team's work that must be analyzed and | Collective responsibilities above individual | Utilization of collective

not the players alone.

ones.

responsibilities for

general improvement
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Management must take their responsibilities | "Often if someone makes a mistake, it is | Responsibility of the
otherwise they lose all credibility towards | because they did not understand what was | managers (must be
stakeholders. expected. It is therefore the fault of the leader | humble when responding
' who is in charge for not being clear." to failure)
lee a . . . . . . .
- Feel when the time is right to have a discussion. “Management through committees helps the | Open dialogue and calm
positive . o o .
dialogue and calm the situation as decision are | attitude
response to
' taken by the whole team and not only
failure .
directors.”

Always something positive but need to be true. If | Transparency is the key. For people to take | Transparency

only negative, employee will freak out. initiatives, they need to know what the general
direction and focus are.

Entrepreneurship rhymes with risk. "I am not a crazy risk taker but [ am definitely | Entrepreneurship and
not averted to risk... I mean, calculated risk of | risk-taking is obvious
course."

o Innovation is great, openness to new ideas but Employees must be
Incentivizing

risk-taking

initiatives

assessment of the risk in details with management.
Not sure that the initiative taking is clear for

employees.

careful: initiatives always

welcome, risky ones

should be examined

"We are currently assessing possibilities for

rewards and incentives for innovation. What is

Incentivizing creates
tensions and
competitions
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difficult is to ensure that employees will not be

Identification
and analysis
of the causes

of the failure

competing"
"I hope that the employees know that we are open Others
to suggestions but I am not sure... I should check
that out"
First we identify the causes, but yet we do not | Identification and

act on it. It takes an emergency situation for
everyone to agree that it is time to analyze the
causes and solve as many problems as
possible: “When we entered our difficult
period, we already knew what was wrong, we
had identified it. However, as everyone was
caught in their job and we were still presenting
a positive balance, no actions were taken to
analyze in depth the causes and find solutions.
(...) It is only when we had fallen very low that
we finally could decide to take actions. So for
me, identification does not always mean
analysis and therefore, action. It can take years

before we act.”

analysis are two steps

Resources are needed
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When a business plan and a budget exist, it is easier
to analyze what went right and wrong. Common

error in SMEs

Use of different tools for analysis

Action plan for a

structure analysis

“It is important to analyze everything and
understand what came from where. So an in-depth
analysis is essential. The risk when making such
analysis is to get lost in the details. So, for me, a
thorough analysis is useful but we should always

keep in mind the bigger picture.”

Importance of details but

not be picky

Help from experts and external consultants.

Others
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5.2 Level 1 — Organizational commitment to learning

Level 1 corresponds to the organizational commitment to learning. As explained in the
presentation of the model, commitment to learning is essential for the incorporation of a failure
learning orientation. This commitment must be common to all individuals in the organization
and must be deeply engraved in the culture.

The leaders who were interviewed all agreed with the importance of this first level and
emphasized the key role played by management to spread the commitment, through the
organizational culture, at every level of the organization. According to one of them:

“Learning can only be done through a proactive and reactive behavior, encouraged

by the top management.”

Several leaders have also underlined the importance of continuous learning and personal
training in the organization. In their opinion, continuous learning is achieved through the
opening of new horizons for employees, as one of the leaders said:
“Sometimes leaders would ask their employees what they need to be trained on or
what they would like to have conferences or new training sessions about. In my
opinion, my role as the managing director is also to propose topics that my
employees might not think of or might not even know about. If they do not know

about something, they cannot ask to receive specific training on that topic.”

Concerning what Wilson and Dobni (2020) describe as the allocation of resources such as time
and money to the purpose of learning, another manager also said that one of his employees
dedicates at least half of his time to learning activities. That person is responsible for the
information and the formation of individuals in the company. Many other interviewees also

spend resources on learning especially through training sessions and continuous formation.

All the people who were interviewed really emphasized the fact that commitment to learning
must be a priority and has to be part of the DNA of the company. One of the leaders even had
decided that “continuous improvement and learning” should be one of the company’s values.
Another director said:

“Recently we have reviewed our values because we wanted them to match the

culture better. But I do not think that values are enough, they are only words. That
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is why we have created a list of behaviors that should be adopted according to the
values. That is an easy and fast way to help employees understand and use the

values in their daily work.”

This statement highlights the importance of the translation of the culture into actions, largely
defended by Wilson and Dobni (2020). With everything we have quoted here over, it can be
said that the first enabler is widely validated by the field interviews.

5.3 Level 2 — Cultural requirements

The second level is composed of two enablers needed to create a “safe environment”. On the
one hand, there is “have a positive attitude towards failure”: this enabler stands for the creation
of a positive atmosphere in which management gives a positive response to failure, offering a
calm presence and an open dialogue. On the other hand, there is “remove all negative aspects
of failure”, which means that no blame or punishment should be applied to individuals who

have committed or have discovered a mistake, a malfunctioning or a failure.

Have a positive attitude towards failure

Wilson and Broderick (2020) have highlighted how important it is for management to provide
a calm response to failure. The people interviewed for the purpose of the validation of this
model have, in majority agreed with that statement. According to all of the leaders, an open
dialogue should always be possible. One of them explained that to ensure a good
communication, the discussion should always be live: on the phone or in person, but that written
communication must be avoided when it comes to sensitive subjects. Another one added:

“The very first thing I do is reassure my employees. Often, when they have to talk

with their boss they would be afraid that we fire them. It is therefore essential for

me to start the conversation by saying that their job is not at risk and that we only

want to have a calm discussion to understand the recent events.”
All leaders also agree that their role is to listen and try to understand what happened. They do
not have full knowledge or expertise and must be open-minded enough for others to explain

the situation.

Another parameter going with open-discussion is transparency. This is something that was

especially emphasized in the interviews. To perform, employees need to be aware of how and
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what they are contributing to. They need to know the overall goals and results of the company.

One of the interviewees said:

“Leaders are often afraid of communicating when the company is working well.

They fear that every employee would come to them and demand a pay-raise. Also,

they are afraid of telling the workers when the company is doing less good as they

fear panic. None of those two is right and a good leader should be able to

communicate on both the good and the bad. The workers should know when their

work is successful but also when difficulties are faced. Knowing such information

will also improve the commitment of the employees.”
Another leader also emphasized that in more personal meetings, the employees must be told
the truth whether it is positive or negative. If they only hear what is wrong, they will be stressed
and will not perform as expected. The leader must be able to highlight the whole picture and

also discuss positive aspects.

Through the interviews, it really seemed that the managers agreed that being angry and showing
it to employees were only ways to scare them and nothing constructive could come out of such
interventions. They all explained that when the mistake or the failure has already happened, the
best way to cope with it is to give a calm presence and start a constructive and open discussion.

Adding transparency at every level is important.

Remove negative aspects of failure

The removal of negative aspects of failure is also very important for the creation of a safe
environment. As detailed above, Wilson and Dobni (2020) and Wilson and Broderick (2020)
identify two main components to the removal of negative aspects of failure. The first one is
punishments. During the interviews, all leaders fully agreed on the idea that punishments were
useless and counter-productive. One of the leaders said:

“Punishment is useless: it is a practice from another era. It does not bring any

solution and only discourages employees to speak-up and report problems.”

The second component, is the identification of the individual responsibilities, and therefore the
blame or finger-pointing of the “guilty” ones. Most managers said that individual
responsibilities are futile and only make the management team and the employees lose time, by

trying to find out who did what. An interviewed summarized it by saying that:

53



“Fighting finger-pointing attitudes is essential.”

What some of the managers said is that in some situations, knowing where the mistake came
from can still be useful in order to fix the problem and not face it again. But once more, even
in this context, managers insisted on the fact that the goal is never to blame that person but only
to improve the person’s work or the internal processes that might have caused the issue.

Other managers argued that the team responsibility can be highlighted, but once again it is only

for improvement purpose and never for blaming. One of the interviewees said:

“It is often the addition of several small mistakes that makes big problems. That is
why we need to work together with the team in order to correct and avoid as many

mistakes as possible.”

This is very close to what Cannon and Edmondson (2005) define as small and large failures.
According to the authors, it is by identifying, analyzing and avoiding small failures that big

ones are easily avoided.

Some of the CEOs also took their own responsibilities in the failure. According to them if

employees fail, it is because they did not receive clear assignments:

“Being a leader mostly implies having responsibilities. As the boss, I am often
questioning myself to know if I gave the right task to the right person. If someone
makes a mistakes or does not do what we were expecting from them, I will always

assume that this is because I was not clear enough when I gave the assignment.”

This statement correlated what McGrath (1999) describes as the manager’s role. According to
her, one of the main role of a manager is to give the right assignment to the right employee.
Following that idea, it means that employees should not feel guilty if they are not able to
complete a task, even if they should always try their best to accomplish what they were asked
to. Another manager also said:
“Of course, each individual is responsible for their own tasks, they are the
specialists and I am not. But in any case, if someone does not do their job, the
overall responsibility will be mine. It always comes back to management. And that

is also why recruitment is a key activity.”
During the interviews, all managers validated the second enabler for the “safe environment”,
which means that the second level is fully validated, with as main addition, the need for

transparency between management and employees.
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5.4 Level 3 — Incentivize risk-taking initiatives

[3

Level 3 is “incentivize risk-taking initiatives”. In the literature, and especially the three
reference models used in this research, innovation is essential for learning from failure. All
three papers highlight how triggering failure is the key to learning from it. Nonetheless, Wilson
and Broderick (2020) precise that the risk taken must be calculated and that non-strategic risk-
taking is not constructive. When it comes to the interviews we conducted, people’s opinions on

innovation and especially risk-taking diverge.

Concerning innovation, the interviewees were all on the same wavelength. They explained that
they really liked receiving suggestions from employees as it also shows the implication and the

dedication of those who want to contribute to the success of the business.

“I love hearing new ideas and propositions for improving the company. When
someone wants to change our way of working into something different and more

efficient, I am always happy to hear it.”

Regarding the risk-taking initiatives, all leaders agreed on the fact that risk is an entire part of
the entrepreneur’s life and that if someone is fully averted to risk they should not own a

business. In that sense, one of the manager said:

“Risk is part of my job. And now, more than 50% of my tasks are related to

assessing risk. If I disliked risk too much, I could not do what I do.”

What appeared in the interviews is that most leaders saw a difference between the risk they
take and the risk their employees take. When they were asked about their reaction to a risky
initiative taken by an employee, the managers were less enthusiastic. They considered that most
risk should be avoided as often as possible. In some cases, they would take the time, with the
managing team to assess the proposition and calculate the potential consequences of the risk
itself. This approach is close to what Wilson and Broderick (2020) call “calculated risk”.
Nonetheless, most interviewees really seemed less keen on letting employees develop ideas
when there was an underlying risk, no matter the type of risk. Regarding this, a cultural analysis

of risk perception is conducted in the “discussion” section.
Lastly, regarding the incentivizing of initiatives taking, the answers were also different. Some

of the managers hoped that everyone in the company knew that they were encouraged to take

initiatives, even if no clear system was in place. According to them, they hoped that through
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the culture and the values of the company, employees felt that initiatives are welcome and
appreciated. For others, incentives and individual rewards are not necessary the fairest and not

the most adapted to the Belgian culture. One of the managers highlighted:

“For having worked in many different countries and cultures, I think that individual
(monetary) rewards for innovation does not really work in Belgium. It often creates
a feeling of competition between employees and hinders communication and team
work. Also, rewards for innovations are sometimes unfair for employees who work
in less ‘creative’ departments, such as accounting or quality control, compared to
R&D. In my opinion, the best way to offer rewards is to teams when a project is
finished in time and successfully. But again, it would be a drink with the whole
department or a pizza party, no promotion. Of course, promotions exist but are more

a reward for a constant and long-time dedication to the company’s goals.”

According to this manager but also others, they have not found a proper way to reward without
creating competition. In general, a more unformal and collective way of rewarding seems to be
the approach that is preferred. At least 3 leaders said that they were currently discussing the

implementation of a reward system but had not found the good recipe yet.

Through the field interviews, we noticed that innovation and calculated risk-taking initiatives
are mostly welcome and encouraged by the managers. However, such behaviors are, as for
now, mostly informally encouraged through the organization and no incentivizing system

exists.

5.5 Level 4 — Identify and analyze the causes of failure

As Cannon and Edmondson (2005) explain, both the identification and the analysis of failure
causes are important for failure learning orientations. On the one hand, they explain that
through identification, organizations can avoid some troubles because large failures are often
the consequence of the addition of smaller ones. On the other hand, they argue that the analysis

is essential because if you do not analyze the failure, you cannot learn from it.

Regarding the identification and analysis, most managers see them as two different steps. For
the identification, they have different techniques: going from an internal investigation in the
different services that were implicated to a structured and organized action plan to follow. One

of the managers explained:
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“I have created a document that is applicable to all failure situations. It helps me
make an audit of the situation and point out everything that was done wrong or even
not right enough. Once I have collected all the information I need to have an
overview, | draw what I call a ‘diagnosis’, for each sector that is implicated. The
diagnosis is later used in a matrix to analyze the consequences and see if overall

the solutions proposed match the different causes.”

Another leader referred again to the importance of not being in denial and the importance of
facing the problem instead of avoiding it. This relates to what Cannon and Edmondson (2005)
describe as overcoming the social barrier and not being afraid of what others could think or

how the business manager would be associated to the failure itself.

For the analysis of the causes, several procedures were also described by the interviewees. The
need for a clear action plan was again mentioned. The importance of having a good company

governance was also highlighted:

“No need for an analysis of the causes if the corporate governance is not

performing, because then, we know where the problem comes from. The

governance also needs to be well-functioning for the analysis as they need to have

a clear vision of the market and the company’s activities.”
Later, when talking about the level of depth of the analysis, one of the CEOs said:

“It is important to analyze everything and understand what came from where. So

an in-depth analysis is essential. The risk when making such analysis is to get lost

in the details. So, for me, a thorough analysis is useful but we should always keep

in mind the bigger picture.”
Both the identification and the analysis of the causes are seen by the interviewees as important
steps in the failure learning orientation process. In this deductive model, we had decided to put
identification and analysis on the same level as it seemed in the literature that they are very
linked and that one does not exist without the other. Nonetheless, after the interviews, we
noticed that many managers consider the identification and the analysis as two separate steps
in the failure learning process. One CEO said:

“When we entered our difficult period, we already knew what was wrong, we had

identified it. However, as everyone was caught in their job and we were still

presenting a positive balance, no actions were taken to analyze in depth the causes

and find solutions. (...) It is only when we had fallen very low that we finally could
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decide to take actions. So for me, identification does not always mean analysis and

therefore, action. It can take years before we act.”

In this declaration, the CEO underlines that the identification and the analysis which can lead

to action are separated steps and that there can sometimes be years between those two.

5.6 Recommendations for improvement

As discussed in the previous sections, the results of the field interviews have helped validate
the model we created. For most of the levels, the interviewees nearly totally agreed with what

was presented and only some elements were added.

For level 3, concerning the incentivizing of risk-taking initiatives, most CEOs agreed that
innovation and calculated risk are good for the company and are very welcome. Some still
emphasized that the risk should really be as low as possible.

For the incentivizing part of this enabler, the results are slightly different. It seems that the
Belgian culture is maybe not the most adapted to individual rewards for innovation and that
often, it can create competition and hinder communication as employees would become more
individualistic. As mentioned above, a cultural analysis has been conducted in the “discussion”
section concerning this topic as the reference models are based on North American countries

where the culture differs.

For the level 4 regarding “identification and analysis of the causes of the failure”, the idea was
fully validated. However, the form seems to create a debate. Most interviewees insist on the
fact that identification and analysis are different steps and should be different levels. The
improvement to the model, proposed in response to that is the creation of a fifth level, in order
to have identification as level 4 and analysis in level 5. They would both have arrows going
back to the safe environment as it is paramount to deal with both level 4 and 5 as well. The

improved model is presented as Figure 3 - Our revised model.
Overall, all leaders agreed to say that it is thanks to the difficult period they had to deal with

that they noticed that a change was needed. It is by re-structuring and re-building their

organization that they could improve the culture and start acting like a FLO.
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6. Discussion

6.1 Cultural dimension

The reference papers written by Wilson and Dobni (2020), Wilson and Broderick (2020) and
Cannon and Edmondson (2005) are based on research led in the USA and Canada. Those two
North American countries have different cultures from European countries, and Belgium in
particular. Those cultural differences, especially in the corporate culture may explain some of
the differences that were observed between the theory-based model and the corrections made
by the field interviews with Belgian leaders. Those differences were more visible in the level
3, dedicated to “incentivizing risk-taking initiatives”, where doubts have been expressed by the

interviewees on the term “risk” and on the “incentivizing” part.

When discussing cultural dimensions in the world, Geert Hofstede can be recognized as a
specialist as he conducted many researches on the topic and developed very insightful models

on cultural differences in different contexts.

Of all his researches on cultural dimensions between countries around the world, the most
famous work of Geert Hofstede is his classification of national cultures according to six
dimensions. These dimensions are described together and called “the 6-D model of national
culture”, developed in 1967, focusing on more than 70 countries (Hofstede, 2021). In this
model, the author defines six dimensions made of 2 opposite characteristics. The culture of
each country corresponds more to one of the two components for each dimension. For each
dimension, countries get a score which allows the comparison between two distinct countries.
The goal of the model is only to compare one national culture to the other as all individuals are
different and unique. The six dimensions described by Hofstede are: the power distance index,
individualism versus collectivism, masculinity versus femininity, uncertainty avoidance, long

term orientation versus short term orientation and indulgence versus restraint. (Hofstede, 2021)

Some authors have also expressed some criticism of the model developed by Hofstede as it
might be too general. Cao (2020) has summarized three main critics applied to Hofstede’s
model. According to her, these critics are “small sample size and assumption of cultural

homogeneity”, “differences in abilities are not in the picture” and “the co-existence of
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contradictory notions is ruled out”. For the first critic, she explains that the number of
participants for each country was pretty low to make such generalizations. Also, she argues that
with globalization, most countries have many sub-cultures and that considering one country as
one entity might not be the most accurate culture-wise. The second critic about abilities is built
on the fact that abilities of the individuals are not the same on situational and clinical levels.
The third one, related to the contradictory notions, means that for each bi-polar dimension,
Hofstede describes a country as being close to one of the poles only, excluding a mixed option.
Those critics seem relevant but do not influence this analysis as Hofstede’s model is only used
to observe general tendencies and explain small differences in cultural perceptions between

North America (Canada and the USA) and Belgium.

In this paper, we are mainly interested in three of the dimensions covered by the model:
Individualism versus collectivism, uncertainty avoidance and long versus short term
orientation. These three parameters will allow us to understand better why some doubts were
expressed by the Belgian leaders regarding risk-taking initiatives and incentives, compared to
the results obtained in the literature on northern American studies which were used to build the

original model in this research.

91 Q4
75 80 82
65 42 . 68 68
I I > 52 48 46
1 I I I 36

Power Individualism Masculinity Uncertainty Long Term Indulgence
Distance Avoidance Orientation

Figure 2 - Cultural scores in the 6D model by G. Hofstede (Hofstede Insight, 2021)

Note: the power distance index, individualism versus collectivism, masculinity versus
femininity, uncertainty avoidance, long term orientation versus short term orientation and

indulgence versus restraint. (Hofstede Insight, 2021)
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6.1.1 Risk in Belgium

First, we noticed during the interviews that the Belgian managers were always a bit scared
when we would pronounce the word “risk™. They always said that as an entrepreneur they knew
that they were taking risks but when it comes to employees taking initiatives that might
represent a risk for the company, most managers were less positive. They generally explained
that they would make, with the employee and the management team, a risk assessment and go
only for less risky ideas. Even if Wilson and Dobni (2020) precise that risk-taking initiatives
are only good for calculated risks, it seemed that the Belgian leaders would prefer no risk at all.
When looking at the chart made on Hofstede Insight’s website (Figure 2 - Cultural scores in
the 6D model by G. Hofstede), we can see the differences for Belgium, Canada and the USA.

For this part, what we are interested in is the “uncertainty avoidance” data.

Belgium, in blue, has a score of 94 which means that they have a very high and strong
uncertainty avoidance in the culture. On the contrary, Canada and the USA have a much lower
score with respectively 48 and 46 of uncertainty avoidance. This difference would explain part
of the difference between the conclusions drawn by the authors of the reference paper and the
conclusion made after the interviews with Belgian leaders. It seems that Belgian people are
afraid of uncertainties which are directly related to risk taking. It would explain why most
leaders interviewed got cold feet when asked about their employees taking risk, even calculated

ones.

The parameter related to the “long term orientation” is also relevant regarding risk aversion.
Indeed, we see on the chart that Belgium has a very high score for long term orientation (82),
compared to Canada and the USA which have respectively 36 and 26. As Belgians tend to look

for long term perspectives, they might also be more risk averted.

6.1.2 Incentives in Belgium

The second thing that was noticed during the interviews is the lack of incentives related to (risk-
)taking initiatives. Most of the leaders that were interviewed explained that they did not have
incentives and rewards to offer employees in case of innovation. Some said that they considered
it but could not find an appropriate solution and others explained that seeing the cultural context
in Belgium, incentives are not always well-received. According to the leaders, the problem is

mainly that individual incentives and rewards are creating competition and hindering
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communication between colleagues. This was not mentioned by the authors of the reference

papers which can raise the question regarding cultural differences.

In his model, Hofstede has included a dimension called “individualism versus collectivism”.
This dimension describes the type of behavior that individuals have in society. If the culture of
a country tends to be more individualistic, it means that people tend to put their own benefits
and interests ahead of the group or community’s interest. On the contrary, a more collectivist
society is made of individuals who put the common good above their individual interests.

(Hofstede, 2021)

If we look at the numbers from Figure 2 - Cultural scores in the 6D model by G. Hofstede,
regarding the individualism of the 3 cultures of interest, we see some differences. Indeed,
Belgium is the lowest with a score of 75, while Canada has 80 and the USA has 91. These
numbers show that the three cultures are pretty close, with at most 16 points difference, between
Belgium and the USA. Nonetheless, Belgium is still the lowest and if we add to these numbers
the analysis of the long term orientation, it can widen the gap.

Indeed, as explained earlier, Belgium is much more long term oriented than Canada and the
USA. From this perspective, it can explain why Belgian leaders would struggle to find fitting
solutions for incentivizing discoveries and innovations. As Belgians are more focused on long
lasting solutions, incentives for short term or punctual discoveries do not fit this logic. Also,
long term relations between employees might be hurt or damaged by the implementation of

rewards which could also be a parameter when it comes to decision-making on the process.

A final parameter that is important to note regarding incentivizes in Belgium is related to
taxation rules. In Belgium, the tax system applied to remuneration is penalizing and can be very
high when all social charges are included. This is also something that might influence leaders

when considering financial rewards for employees. (Bombaerts, 2018)

6.2 Managerial dimension

6.2.1 Participative dynamic

During the interviews, the importance of involvement from the employees and the removal of
hierarchical levels was often highlighted. These principles (and others) are characteristics of

what is now called “participative dynamic”. Participative dynamic is defined as a set of
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collaborative methods and tools, based on collective intelligence in order to develop problem
solving skills and make collective decisions. This also aims at improving communication and

trust in the group or organization which would apply the principles. (Convidencia corp., 2021)

All the leaders interviewed emphasized the need for trust and transparency in the organization.
Several of them even explained that they had restructured their firm in order to remove some
hierarchical levels and had also created discussion groups and committees to facilitate
communication and group decisions which in terms reinforces commitment and engagement in
the teams. One of the managers said:
“Management through committees helps the dialogue and calm the situation as
decisions are taken by the whole team and not only directors.”
Even if only one of the leader clearly talked about participative dynamic, all of them applied at

least some of the basic principles dictated by this method.

This is something that is not clearly expressed in the model we developed, but yet some of our
enablers match the participative dynamic principles. In this case we want to emphasize, in
addition to the incorporation of all the levels, the importance of developing new management
skills and involve employees in all stages of the life and the decision-making of the company.

It is through such processes that a proper FLO can be incorporated in the organizational culture.

6.2.2 Positive feedback

In addition to the participative dynamic, the positive feedback is very important too. One of the
interviewee highlighted this notion explaining that only saying what went wrong to the
employees is not constructive and that they also need to hear the positive and be encouraged to

pursue the good work.

In the theory related to positive feedback, the notion of “positive feedback loop” is often
discussed. A feedback loop is “a process that ‘loops’ the outputs of a system back in as inputs
(MonkeyLearn, 2021). A positive feedback loop in business is when the company uses the
“complaints and criticisms to improve the work environment, company operations or internal
functions and processes” (MonkeyLearn, 2021). This positive feedback loop is to oppose
negative feedback loops that follow the same concept except that complaints and criticisms are
used as a tool to hinder communication and decrease the level of satisfaction of the employees

which only creates more complaints and criticisms.
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What is really important is the word “feedback”. In this concept, it is through acknowledging
someone’s work and developments that a feedback can be given and that someone will know
where and how to improve. (Indeed, 2021)

This concept of “feedback loop” is very similar to what we described in our model as the
retroactivity parameter. The goal is to create a positive snow-ball effect which would only

encourage and increase positive communication, relationships and results in the organization.

6.3 Our revised model

Now that we have made all comments regarding the initial model, the analysis of the interviews
and the different cultural and managerial dimensions influencing this research, the revised

model must be clarified.

As explained in the proposed model, the model is built on basis of a system of maturity grids
in which each level is a pre-condition or a requirement for the next one. The system works as
a waterfall, going from top to bottom. Also, the model remains retroactive, which means that
once the last level is reached, it goes back to the second level and, from there, works as a loop.
The different levels can, theoretically, be implemented independently and do not need each
other to exist. Nonetheless, each level is facilitated and eased by the previous incorporation of

the precedent levels.

Our revised model is composed of 5 levels and 6 enablers. The shape of the model that is visible

on Figure 3 - Our revised model is the same as the initial model.

The first level is called “Organizational commitment to learning”. The organization must
incorporate, in its culture, the generalized willingness of always learning and always improving
their ways. The importance of learning must be engraved in the culture of the organization but
also translated into actions, with the allocation of resources and of personnel. Management
must be fully committed to incorporating learning habits in the minds and the tasks of all the

employees. These should also be understood and encouraged by everyone in the company.
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Transparency

Calm  Reassure No blame game

Participative dynamic

Encourage innovative initiatives

Analyze the causes of the failure

Why ? How ? Not who'!

Figure 3 - Our revised model

The second level is the “Cultural requirements for the creation of a safe environment”. The safe
environment is built on basis of two parameters: giving a calm and positive response to failure
and removing all negative aspects of the failure. To give a positive and calm response,
management must be open-minded and want to open the dialogue regarding the issues that
might have occurred. Reassuring the employees is also essential and must be done as a priority
step before considering discussing the events. Transparency is paramount and everything, bad
or good, should be shared with company members. To remove negative aspects, no individual
responsibilities or blame should be given to people involved in the failure process. No
punishment or actions with negative intentions should be tried. It is important for everyone to
be aware of these components of the culture as they are essential for the development of the

next levels.

The third level is “Encourage innovative initiatives”. As the interviews have exposed it and the
cultural analysis have explained it, Belgian leaders do not like the word “risk™ and struggle to
apply “incentives” to their organizations. Nonetheless, they seem to like innovations and

productive initiatives and agree that innovating is always the best way to develop a business.
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To adapt our findings from the literature to the Belgian context, we have renamed this level
“encourage innovative initiatives”. In this level, employees are encouraged to develop new
concepts and ideas, to think outside the box and to propose solutions for improving the
organization and the products and services that are offered. This is possible only because the

safe environment is in place and because people feel safe to explore new opportunities.

The fourth level is “Identification of the causes of the failure”. After initiatives have been taken,
failure may occur. In the case of a failure, proper steps must be taken by the organization to
start the learning process. The first one is the identification of the causes. To be able to learn
from a failure, the organization must know what happened and where it happened. The
identification is therefore an essential part. The identification is a level on its own because

identifying causes does not necessarily mean analyzing them.

The fifth level is “Analysis of the causes of the failure”. After the identification of the causes,
it is possible for the organization to analyze, in depth, how the failure could happen. In this
process, the organization must ask the right questions and focus on the “how” essentially,
forgetting about the “who”. This is also ensured by the previous incorporation of the safe
environment, in the culture and the habits of the organization members. As some leaders have
emphasized it, even if the analysis must be done in depth, to understand everything that
happened, it is not necessary to be picky and get lost in details. The right approach should

include a good balance between thoroughness and “overdoing” it.

This model is developed as a solution for incorporating a failure learning orientation in the
organizational culture, the main focus being the learning. This is why the last step is the analysis
of the causes and not the solving of the problems. The solving takes place after the analysis and
as another type of process as analyzing failure causes does not always mean that we want to

solve the problem, sometimes, only the learning is valuable.

Because the model is retroactive, it acts like a loop or a circle. Every time the end of the loop
is reached, the cycle starts again. The first level “organizational commitment to learning” is the
basis of the model and is therefore not considered as a part of the loop, since it must be
permanently maintained. So the loop is mainly between the second and the fifth level (Figure

3 - Our revised model). It is thanks to the safe environment incorporated in level two that level
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three, four and five can take place, but when the levels three, four and five happen, they must

always refer to level two.

In addition to the enablers, important words were added to the model: calm, reassure, no blame
game, transparency, participative dynamic, positive feedback, why, how and not who. Those
words are the ones that we considered essential and central in the failure learning orientation
approach. This is mainly to show that through this research, in the literature but also in the
interviews, we have understood that building a FLO is much more than just applying a recipe.
Even if the added words are not enablers themselves, they are an inevitable addition to the

model and, therefore, to the culture of the organization.
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7. Conclusion

7.1 Our answer to the research question

The overall goal of this paper is to answer the question: “how to incorporate a failure learning
orientation in the organizational culture of Belgian companies?”. To answer this question, we
have, based on the literature, created a model that comprehends a list of enablers to implement
in order to build such an orientation. The purely theoretical model that we built was then
validated by field interviews with Belgian entrepreneurs and finally corrected to fit the Belgian

culture and the reality of organizations.

To answer the research question, our analysis of the literature and the field interviews
highlighted six very important enablers, separated in five levels. The role of the levels is to give

an order in which the enablers should be incorporated in the culture.

The first level is made of one enabler that is called: “Organizational commitment to learning”.
This level is the first one in the model and is the true basis of the whole model. It is essential
for each and every member of the organization to be fully involved and committed to always

learning and always improving whether it is skills or habits.

The second level is “Cultural requirements for a safe environment”. This level is made of two
enablers. The first one is “remove negative aspects of failure”, which means that no blame,
responsibilities or punishment should be applied to people involved in the failure process. The
second one is “give a positive response to failure”. This enabler underlines the importance of
reassuring employees, opening dialogue and trying to find constructive solutions to the failure

situation.

The third level is made of one enabler called “Encourage innovative initiatives”. On this level,
what is important is that the company, especially through the management, encourages
individuals to take initiatives and try to innovate. Through this process, chances will be taken
at succeeding and failing but in any case, because the other levels will be well incorporated

before that, any failure will be used to learn.
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The fourth level is also made of one enabler which is “Identify the causes of failure”. After
having taken initiatives which may fail, the company should be committed to identifying what

went wrong. The identification is essential as it is the beginning of the learning process.

The final level and enabler is “Analyze the causes of failure”. It is the following step after the
identification. Once all causes are identified, the organization must plan some time to analyze,
in-depth, the different causes and understand why the failure could occur in order to not
reproduce it. As the model was built on a retroactive basis, once the cycle is over, it starts over
and over again. Over time, all the enablers are so deeply incorporated in the culture that the

levels will tend to disappear and every step will be done naturally.

As it has been underlined many times in this paper, the shift towards a failure learning
orientation is a shift that must be cultural and global. The addition of other practices such as
participative dynamic or positive feedback ensure the success of such a shift and coherence in

the management style.

This is through the incorporation of a model such as ours that we believe that Belgian
organizations will be able to learn from their failure to the point where all failures will be
considered more as investments than real mistakes. On the long term, organizations should be
able to only face intelligent failures, triggered on purpose, through innovation and withdraw a
lot of learning from it. This is through such behaviors that organizations will develop their
learning capabilities, be performant and stay competitive on the long run in the current

challenging business world.

7.2 Limitations

One of the main limitations to our model is its cultural dimension. The differences between the
literature based on North American interviews and the interviews conducted in Belgium
showed that between two cultures, small things can differ and the model must be adapted. If
our model is applied to a different country, it might also need to be slightly changed to fit the
culture of the other country.

Another limitation is the lack of literature. Failure learning orientations have been discussed

since the 70’s but it took some time for different authors to get interest in the subject and for
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main theories to be developed. Nowadays, some main authors are covering the subject (G. A.
Wilson, A. Edmondson, M. Cannon, L. Argote, ...) but the topic is not yet very popular. When
conducting an analysis such as this one, the lack of sources is also a challenge because it is

difficult to have a wide basis of information.

Finally, we must notify that no woman could be interviewed for the purpose of this paper. We
searched to interview at least one but it was impossible to find within the time frame we had.
It would have been interesting to have a female opinion as one of our reference paper is focused
on a female perspective'®. Nonetheless, the characteristic that was especially identified by the
authors as a feminine feature: the positive and reassuring response to failure, was also validated

by most of the male interviewees.

7.3 Future research

Researches on « failure learning orientations » have firstly been descriptive as authors tried to
explain how and why companies fail and how and why companies learn. After that, authors
have started to describe how to learn from failure and have been building models. This is what
our model is the closest to as it gives an overview on how to incorporate a failure learning
orientation in the organizational culture. What should be done in the future is to propose
solutions for the implementation, with practical advice on specific actions. This is the main

next step that should be taken in the future.

Another type of research that could be done in the field would be to focus on particular sectors.
The technology sector has been covered by several authors (Wilson, Edmondson, ...) because
it is a sector where innovations are dominant and where real steps can be taken to learn from
failed projects. Other sectors such as the financial or the medical sector could be of interest as
they face different risks but might also offer high levels of innovations and discoveries. In those
sectors, having good FLO’s would also save a lot of cost on the long-run and for the medical

sector in particular, it might save lives.

13 Wilson and Broderick (2020).
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Appendices

Appendix I — List of interviewees

Interviewee o Date of Length of Company | Year of
Position
number interview interview size troubles

P1 CFO 06/04/2021 40 minutes SME 2018

P2 CEO 13/04/2021 40 minutes SME 2014
General 1 hour and 25

P3 15/04/2021 SME 2018
director minutes
General

P4 20/04/2021 55 minutes SME 2005
director

PS5 CEO 20/04/2021 1 hour SME 2012-2018

P6 CEO 29/04/2021 50 minutes SME 2019




Appendix II — Questionnaire for the interviews

1. In what context and when did you face failure as a company leader?
Commitment to learning

2. How important is continuous learning/improvement for you in general?

3. How important is continuous learning/improvement in your company?

4. What resources do you allocate to learning in your company?

5. What has changed in your behavior, as a leader, since you faced failure?
Remove negative aspects of the failure

6. How important are individual responsibilities when you face failure?

7. How do you analyze responsibilities?

8. What about the mangers’ responsibilities in the failure?

9. How do you respond once responsibilities are identified?

10. What do you think of punishments for employees involved in a failure?
Give a positive response to failure

11. What is your first reaction/emotion when you hear the word “failure”?

12. How important is that first reaction/emotion for you?

13. How do you deal with your emotions when you face failure?

14. How do you open the dialogue regarding failure?

15. What is your position compared to the employees during those discussions?
Incentivize risk-taking initiatives

16. How would you describe your profile towards risk-taking (perception, attitude and

behavior)?

17. How do you encourage risk-taking or innovation for your employees?

18. How important is innovation in your company?
Identification and analysis of the failure causes

19. When you face failure, how do you identify the causes of it?

20. What level of analysis do you apply to these causes?

21. What answer do you give to the causes?
Final question

22. Is there anything we have not talked about that you think is important to take into

account when dealing with failure?
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Appendix III — Table 2 from Cannon and Edmondson (2005)

Table 2. Reframing the Traditional Managerial Mindset for Learning

Traditional Frame

Learning-oriented reframe

Expectations about failure Failure is not acceptable
Beliefs about effective Involves avoiding failure
performance

Psychological and Self-protective
interpersonal responses

to failure

Approach to leading Manage day-to-day

operations efficiently

Managerial focus Control costs

Failure is a natural byproduct of a healthy
process of experimentation and learning

Involves learning from intelligent failure and
communicating the lessons broadly in the
organization

Curiosity, humor, and a belief that being
the first to capture learning creates personal
and organizational advantage

Recognizing the need for spare organizational
capacity to learn, grow and adapt for the future

Promote investment in future success
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Appendix IV — Scheme used to build the deductive model

/- \

| Mainmodels |
v S

\ Cannon and Edmondson (2005): “Failing to learn and learning to fail”

/

/

~— Wilson and Dobni (2020): “implementing a failure learning orientation” L

orientation”

- Negative consequences for failure in the pursuit of disgdery need to be #moved

Wilson and Broderick (2020): “Female perspective of Implementing a failure learning

Identifying failure

Analysing fallure

" Deliberate experimentation Commitment to learning = cultural
dimension

In-depth analysis of the causes of the

~ Executives need to be fully committed to learning from ﬁmm_c re

Intelligent failure has to be positively reviewed

Resoirces must be committed to discovery and innovation " Removal of negative aspects of failing
Strategic risk taking must be incentivized and celebrated '

Incentivize risk-taking initiatives

Give a positive response to failure =
calm attitude and open-mind for
discussion

Reframing failure

Uncovering the Root-Cause

Encouraging open-discussion

Operating proactively

Stimulating Risk-taking experimentatigs

Proving a calm presence
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Executive summary — En frangais

Dans un monde des affaires qui est volatile, incertain, complexe et ambigu (VUCA, en anglais),
les entreprises doivent plus que jamais étre réactives aux risques imprévus. En développant des
orientations d'apprentissage par I'échec, les entreprises se dotent de la capacité de répondre a
divers risques et a leurs conséquences. Lorsqu'il est maitrisé, 1'apprentissage par 1'échec peut
devenir un avantage concurrentiel pour les organisations sur les marchés compétitifs, tandis

que la gestion des risques devient partie intégrante de la culture organisationnelle.

Ce travail se concentre sur les orientations de l'apprentissage par 1'échec et sur la maniére
d'intégrer ces orientations dans la culture organisationnelle. Les auteurs ont développé des
recherches sur l'orientation de I'apprentissage par I'échec depuis les années 70, en essayant
notamment de comprendre les causes de 1'échec et leurs implications. Plus récemment, la
littérature a commencé a se concentrer sur la facon de concevoir ces orientations dans toutes
les cultures organisationnelles (Cannon et Edmondson (2005), Wilson et Dobni (2020), Argote
(2013), Cardon, Steven et Potter (2011), ...).

L'approche suivie dans ce mémoire est une approche déductive. Elle consiste a collecter les
résultats importants de la littérature existante sur le sujet et a déduire un modele sur cette base,
qui est ensuite évalué par des entretiens de terrain. Ce modéle intégre une liste de facteurs
favorables que les dirigeants d'organisations devraient inclure dans leur culture

organisationnelle pour offrir une meilleure réponse a 1'échec et en tirer des legons.

Dans la littérature, trois articles principaux sont identifiés comme des sources clés pour
construire un mode¢le sur la fagon de concevoir une orientation d'apprentissage par l'échec. Sur
la base de ces trois articles, nous avons identifi¢ 5 facteurs importants a suivre pour créer une
orientation d'apprentissage par l'échec dans la culture organisationnelle. Grace aux entretiens
sur le terrain, les cinq catalyseurs ont été revus et améliorés pour devenir : I'engagement de
l'organisation envers l'apprentissage, la création d'un environnement sir (fournir une réponse
positive et mettre fin aux reproches), encourager les initiatives innovantes, identifier les causes
de I'échec et analyser les causes de I'échec. Ces catalyseurs, incorporés dans un ordre
stratégique, sont considérés comme la premicre étape de l'incorporation d'une orientation

d'apprentissage par 1'échec dans la culture organisationnelle.
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Executive summary — In English

In a volatile, uncertain, complex and ambiguous (VUCA) business world, organizations need
more than ever to be responsive to unpredicted risk. While developing failure learning
orientations, organizations are building the capacity to respond to various risk and their
consequences. When mastered, failure learning can become a competitive advantage for
organizations in competitive markets while risk management becomes part of the

organizational culture.

This paper focuses on failure learning orientations and on how to incorporate such orientations
as a part of the organizational culture. Authors developed researches about failure learning
orientation since the 70’s, trying notably to understand the causes of failure and their
implications. More recently, the literature has started to focus on how to design these

orientations in all organizational cultures (Cannon and Edmondson (2005), Wilson and Dobni

(2020), Argote (2013), Cardon, Steven and Potter (2011), ...).

The approach followed in this thesis is a deductive one. It involves the collection of important
findings from the existing literature on the topic and deducts a model on basis of it, which is
later evaluated by field interviews. This model integrates a list of enablers that leaders of
organizations should include in their organizational culture to offer a better response to failure

and learn from it.

In the literature, three main papers are identified as key sources for building a model on how to
design a failure learning orientation. Based on those 3 papers but also on other very insightful
papers in the literature, we have identified 5 important enablers to follow in order to design a
failure learning orientation in the organization culture. Thanks to the field interviews, the five
enablers have been reviewed and improved to become: organizational commitment to learning,
creation of a safe environment (provide a positive response and end the blame game),
encourage innovative initiatives, identify the causes of failure and analyze the causes of failure.
This enablers, incorporated in a strategic order, are considered as the first step to the

incorporation of a failure learning orientation in the organizational culture.
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