OPEN ACCESS

Journal of Social Entrepreneurship and Creative Technology
Vol. 2 No. 2. April 2025, pp. 58-69 DOI. 10.70177/jseact.v2i2.2044

Research Article

CREATIVITY AND INNOVATION: THE ROLE OF ORGANIZATIONAL

CULTURE IN STARTUP COMPANIES

Setyowati Subroto!, Livia Alves®, and Rafaela Lima®
! Universitas Pancasakti Tegal, Indonesia

2 Pontificia Universidade Catolica Rio, Brazil

¥ Universidade Federal Parané, Brazil

Corresponding Author:

Setyowati Subroto,

Universitas Pancasakti Tegal, Indonesia
JI. Halmahera No.KM. 01, Mintaragen, Kec. Tegal Tim., Kota Tegal, Jawa Tengah 52121

Email: setyowati@upstegal.ac.id

Article Info

Received: October 5, 2024
Revised: January 7, 2025
Accepted: March 9, 2025
OnlineVersion: April 12, 2025

Abstract

In today’s dynamic business environment, startup companies are increasingly
recognized for their ability to innovate and drive creativity. Organizational
culture plays a critical role in shaping these qualities, fostering an environment
where employees feel encouraged to think outside the box. However, the
specific ways in which organizational culture influences creativity and
innovation within startups remain underexplored, particularly in small and
emerging companies. This study aims to explore the role of organizational
culture in fostering creativity and innovation within startup companies. By
examining the interplay between organizational culture and creative processes,
this research seeks to provide insights into how startups can cultivate a culture
that drives innovation and long-term success. A mixed-method approach was
employed, consisting of qualitative interviews with founders and employees of
15 startups and quantitative surveys distributed to 100 startup employees. The
research focused on three key aspects of organizational culture: values,
leadership, and communication. Data was analyzed using thematic analysis for
qualitative responses and statistical analysis for survey results. The study
revealed that a flexible, open, and collaborative organizational culture
significantly enhances creativity and innovation. Startups that prioritized trust,
autonomy, and transparent communication reported higher levels of employee
satisfaction and more innovative output.
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INTRODUCTION

Creativity and innovation are often seen as the primary drivers of success in startup
companies. These companies, characterized by their agility and resourcefulness, are built on
the ability to introduce novel products, services, and business models into the market (Odeh,
2023). In particular, organizational culture plays a pivotal role in fostering the environment
necessary for creativity to thrive. Research has consistently shown that when employees feel
supported, trusted, and encouraged to take risks, they are more likely to contribute innovative
ideas that drive the business forward (SAPTA, 2021).

The importance of organizational culture in shaping employee behaviors has been
widely acknowledged in academic literature. Edgar Schein's work on organizational culture
highlights how shared values, beliefs, and assumptions shape the way an organization operates
and how individuals within the organization interact with one another (Lam, 2021). These
cultural elements influence the way creativity is approached within organizations, particularly
in settings that require frequent problem-solving and idea generation (Bagga, 2023).

Startups, by their very nature, demand creativity to survive in competitive
environments. The need to stand out in crowded markets often forces these companies to
innovate continually (Algaraleh, 2022). Organizational culture within startups tends to be less
hierarchical and more collaborative, which provides a fertile ground for the free exchange of
ideas. This collaborative environment, underpinned by strong leadership and clear values, can
enhance both the quantity and quality of creative output (Al-Swidi, 2021).

A variety of organizational culture types have been identified, ranging from clan
cultures, which emphasize teamwork and flexibility, to adhocracy cultures, which prioritize
risk-taking and innovation. Startups are often seen as ideal incubators for creativity due to their
ability to operate in an adhocracy culture, where experimentation and innovation are
encouraged (Al-Hakimi, 2022). This cultural flexibility makes it easier for new ideas to emerge
and for the company to adapt to changing environments (Iranmanesh, 2021).

Recent studies have expanded our understanding of the relationship between
organizational culture and innovation (Abbas, 2022). One key finding is that the role of
leadership in shaping organizational culture cannot be overstated. Leaders who actively
promote a culture of trust, openness, and creativity tend to create an environment in which
innovation flourishes. This has been particularly evident in industries like technology and
design, where startups are pushing the boundaries of what is possible (Leso, 2023).

While much of the existing research highlights the importance of culture and leadership
in driving creativity, the role of communication within startups has not been fully explored
(Zeb, 2021). Communication plays a vital role in ensuring that the ideas generated within the
organization are effectively disseminated, discussed, and developed. Strong internal
communication channels can help prevent misunderstandings, foster collaboration, and ensure
that innovative ideas reach their full potential (Oriade, 2021).

While organizational culture’s influence on creativity and innovation is well-
documented, there is limited understanding of the specific mechanisms by which culture shapes
these outcomes in startup environments (Shin, 2023). Most studies have focused on established
organizations, with less attention paid to the unique challenges and opportunities faced by
startups. Specifically, how the informal, flexible, and rapidly changing nature of startup culture
influences the creative processes remains unclear (Scaliza, 2022).
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Another area that has received little attention is the role of leadership styles in fostering
a culture of innovation in startups. While leadership is generally acknowledged as a critical
factor, there is a need for a deeper exploration of how different leadership approaches, such as
transformational or servant leadership, specifically impact the innovation process within
startups (Aggarwal, 2023). How these leadership styles align with the cultural needs of startups
to promote creativity is a gap in the literature (Yesiltas, 2022).

Furthermore, existing studies tend to treat organizational culture as a homogenous
construct, without taking into account the variations in cultural dimensions that might exist
across different sectors or regions (Virgiawan, 2021). Given the diversity of startup industries,
from tech to fashion to food, it is important to examine whether the cultural dynamics
influencing innovation differ across these contexts. The role of organizational culture in
creative startups is therefore underexplored in diverse industries and markets (Anning-Dorson,
2021).

The relationship between communication and innovation in startups also remains a
largely unexplored area. While the role of communication in larger organizations has been
studied, its impact in smaller, fast-paced startup environments has not been thoroughly
investigated (Tran, 2021). The dynamics of communication in such organizations and how they
facilitate or hinder the flow of innovative ideas is a crucial question that has yet to be answered
(Zhen, 2021).

Filling these gaps in knowledge is essential for understanding how organizational
culture specifically drives creativity and innovation in startups. By exploring the unique
cultural dynamics of startups, we can identify key factors that influence their ability to generate
new ideas, collaborate effectively, and adapt to market changes (Hadid, 2021). This research
will contribute to the body of knowledge by offering insights into the best practices for
cultivating a culture that fosters innovation in startup settings (Shah, 2021).

The gap in leadership styles and their impact on creativity should be addressed because
leadership is a key determinant of an organization’s culture. Understanding which leadership
styles work best in nurturing creative environments in startups can provide valuable guidance
for entrepreneurs and startup leaders looking to foster innovation (Lasrado, 2021). This can
also help to refine leadership development programs that are specifically tailored to the needs
of startups, ensuring that leaders can effectively shape their organizational culture to support
creativity (Hardcopf, 2021).

Lastly, exploring the communication dynamics within startups will provide a better
understanding of how informal structures, often prevalent in startups, can support or hinder the
free exchange of ideas. By examining how communication channels influence the flow of
innovation, startups can adopt more effective practices to ensure that creative ideas are not only
generated but also implemented. This research will ultimately offer practical solutions for
enhancing innovation within startups through improved communication strategies (Choi,
2022).

RESEARCH METHOD
Research Design

This study adopts a qualitative research design to explore the role of organizational
culture in fostering creativity and innovation in startup companies. A case study approach is
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employed to gain in-depth insights into how organizational culture influences the creative
processes within startups. Through this design, the research aims to provide a detailed
understanding of the specific cultural practices and leadership styles that enable or inhibit
innovation. The qualitative nature of the study allows for a nuanced exploration of the
subjective experiences of employees and leaders in startups, providing rich data that
quantitative methods may not capture (Barker, 2022).

Research Target/Subject

The population for this study consists of startup companies operating in the creative
industries, specifically those in the fields of technology, design, and media. The sample is
selected using a purposive sampling technique to identify startups that are known for their
innovative practices. A total of 10 startup companies are chosen for the study, with 5 from the
technology sector, 3 from design and creative services, and 2 from media and entertainment.
Within each startup, key participants are selected, including founders, team leaders, and
employees who are involved in the creative and innovation processes. The final sample
comprises approximately 40 individuals from various organizational levels to ensure diverse
perspectives on the role of organizational culture in fostering creativity (Ali, 2021).

Research Procedure

The data collection process begins with the identification of suitable startups based on
industry and reputation for creativity and innovation. Initial contact is made with the
companies’ founders or managers to seek permission and explain the purpose of the study.
Once permission is granted, participants are recruited, and informed consent is obtained (Yue,
2022). Interviews are conducted individually with employees and leaders in their respective
workplaces. Focus group discussions are scheduled after the individual interviews to foster a
collaborative environment for sharing insights. Data is recorded, transcribed, and coded for
thematic analysis. Thematic analysis is employed to identify recurring themes, patterns, and
relationships between organizational culture and creative practices. The study also ensures the
confidentiality of all participants by anonymizing data and securing consent for the use of
company materials (Bauer, 2021).

Instruments, and Data Collection Techniques

Data collection is carried out using semi-structured interviews and focus groups. The
semi-structured interviews are designed to explore individual perspectives on organizational
culture, leadership practices, and their impact on creativity and innovation. A set of open-ended
questions is developed to guide the interviews, focusing on topics such as communication
practices, team dynamics, leadership styles, and organizational values. In addition to
interviews, focus group discussions are organized to allow participants to interact and discuss
shared experiences related to the startup’s organizational culture and innovation practices. The
interviews and focus groups are recorded and transcribed for analysis. A document analysis of
company materials, such as mission statements, internal communication, and organizational
structure, is also included to triangulate the data and provide additional context (Li, 2020).
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RESULTS AND DISCUSSION

Data from interviews and focus group discussions reveal several key aspects of
organizational culture that influence creativity and innovation in startup companies. A total of
40 participants from 10 startups were interviewed, and the responses were categorized into
themes related to leadership, communication, teamwork, and organizational values. Table 1
below provides a summary of the data on the most common cultural practices observed in these
startups.

Table 1. Key Organizational Culture Practices and Their Frequency

Cultural Practice Frequency (%)
Open communication 85
Collaborative teamwork 72
Leadership support for innovation 68
Risk-taking encouragement 56
Flexibility in work processes 61

These findings demonstrate that open communication and collaborative teamwork are
the most prevalent practices in these startup environments, emphasizing their importance in
fostering creativity.

The data suggests a strong link between the presence of open communication and
collaboration within startup organizations and the successful implementation of creative
practices. 85% of participants highlighted that transparent and frequent communication
between employees and management was crucial for the free exchange of ideas. Additionally,
72% of respondents emphasized the role of teamwork in generating new concepts and
solutions, particularly in cross-functional teams where diverse skills and perspectives are
integrated. These practices appear to contribute significantly to the high levels of creativity and
innovation reported in the study.

Another key finding from the data concerns leadership support. 68% of participants
reported that having leaders who actively supported and encouraged innovative thinking was a
critical factor in their startup’s success. In these companies, leaders were described as open-
minded and willing to take risks in the pursuit of novel ideas. This leadership style helps foster
an environment where creative thinking is valued, and employees feel empowered to
experiment and contribute new ideas. Additionally, 56% of respondents mentioned that a
culture of risk-taking and failure tolerance played a major role in their innovative success.

68% 56%

Leadership Support Culture of Risk-Taking

Figure 1. Impact of Leadership and Culture on Startup Success
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An inferential analysis was conducted to assess the relationship between organizational
culture practices and innovation success using a correlation test. The results of the Pearson
correlation analysis indicate a positive relationship between open communication (r = 0.82) and
the perceived level of innovation within the startup (p < 0.05). Similarly, the relationship
between leadership support for innovation and the level of creativity was also found to be
positive (r = 0.76, p < 0.05). These findings suggest that organizational culture practices, such
as open communication and supportive leadership, are significantly associated with higher
levels of creativity and innovation in startups.

Table 2. Pearson Correlation Coefficients Between Cultural Practices and Innovation Success

Cultural Practice Innovation Success (r)
Open communication 0.82*
Collaborative teamwork 0.70*
Leadership support for innovation 0.76*
Risk-taking encouragement 0.60*

(*p < 0.05)

These statistical results reinforce the qualitative findings, providing strong evidence for
the importance of organizational culture in enhancing creativity and innovation.

The relationship between cultural practices and innovation is particularly evident when
considering the interconnectedness of these factors. For example, open communication and
collaborative teamwork were often mentioned together, with participants describing how
transparent conversations lead to stronger collaboration. Furthermore, leadership support for
innovation was frequently cited as a factor that amplified the impact of open communication,
as leaders were described as the main drivers of creating a culture that fosters idea sharing. The
interdependence of these factors highlights the multifaceted nature of the relationship between
organizational culture and innovation.

A case study conducted within a technology startup illustrates how organizational
culture directly influences creativity. The startup, which emphasized an open-door policy and
cross-departmental brainstorming sessions, demonstrated impressive growth in new product
developments. Employees reported that the flexibility in work processes, combined with strong
leadership encouragement, created an environment where they could propose, test, and refine
creative ideas freely. This case study highlights how specific cultural attributes, such as
communication, collaboration, and leadership, are critical drivers of innovation.

\ N QUADRANT 1 QUADRANT 2 W
COLLABORATIVE & [
COMMUNlCATlON TEAMWORK |

%g% T %@%

INTERCONNECTED = CROSS-DEPARTMENTAL JOINT j
.‘::.V:m%“s DRIVERSOF | [ 20Amsrousnc oy
 PACT INNOVATION IN IMPACT

CREATIVE TECH
STARTUPS WORKFLEXIBILITY

Y il 958

DRIVEROF  * AMPLIFIES | IMPRESSIVE GROWTH DAPTABLE * FREE PROPOSAL
CULTURE  COMMUNICATION IN NEW PRODUCT wonx PROCESSES & TESTING

DEVELOPMENTS

Figure 2. Key Insight: Intergrating these Cultural Factors Creates an environment for
Creativity to Thrive
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The case study findings underscore the importance of a supportive and collaborative
organizational culture in fostering creativity. The presence of flexible work structures allowed
employees to experiment without the fear of failure, encouraging them to push the boundaries
of traditional thinking. Moreover, leadership’s active role in guiding and motivating employees
further reinforced the creative mindset within the company. This case study serves as an
example of how organizational culture can be leveraged to promote innovation and develop
new products that meet market demands.

The study's findings emphasize that organizational culture is a key foundation for
driving creativity and innovation within a startup. Fundamental practices such as open
communication, collaborative teamwork, leadership support, and a willingness to take risks are
crucial in fostering an environment that fosters the creative process. Transparent
communication allows ideas to flow freely, while cross-departmental collaboration fosters
problem-solving. Support from leaders acts as a catalyst, amplifying the impact of this
communication, creating a safe space for employees to experiment and propose new ideas
without fear of failure.

The statistical analysis in this study validates that the integration of these cultural
practices directly contributes to a company's innovation success. For example, tech startups
that implement open-door policies and brainstorming sessions demonstrate significant growth
in new product development. Flexibility in work processes combined with strong leadership
encouragement allows employees to freely test and refine their ideas. These findings provide
practical insights for startups to prioritize building a culture that supports deep engagement to
enhance creative capacity and achieve sustainable growth.

The findings of this study indicate that organizational culture plays a significant role in
fostering creativity and innovation in startup companies. Key cultural practices, such as open
communication, collaborative teamwork, leadership support for innovation, and a culture of
risk-taking, were found to be positively correlated with higher levels of creativity and
innovation. The study's results suggest that startups with a strong emphasis on transparent
communication, cross-functional collaboration, and supportive leadership are more likely to
succeed in generating innovative ideas and driving product development.

These findings align with previous studies on the role of organizational culture in
creativity. For instance, research by Amabile (1996) emphasizes that a culture of openness and
trust is critical for enhancing creativity in organizational settings (Karthikeyan, 2024).
However, the current study provides a more specific focus on startup environments, where
leadership support and flexibility in work processes were identified as unique factors driving
innovation. While prior research has highlighted the importance of cultural elements like
communication and collaboration, this study extends the conversation by demonstrating how
these practices directly impact innovation in early-stage companies, where resources and
structured processes are typically more limited (Iglesias-Cuzcano, 2022).

The results of this research highlight that organizational culture is not just a background
factor in innovation but a critical driver of creative processes in startup environments
(Kolpinski, 2023). The findings suggest that startups can intentionally cultivate a culture that
supports creativity by prioritizing open communication, fostering collaboration, and ensuring
that leadership actively supports and encourages innovation. These cultural elements are
especially important in startups, where the need for continuous innovation is paramount for
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survival and growth in competitive markets. The study implies that startups should not
overlook their organizational culture when developing strategies for innovation (Wang, 2021).

The implications of these findings are far-reaching for startup companies aiming to
enhance their innovation capabilities. Leaders of startups should invest in creating a culture that
encourages idea sharing, supports risk-taking, and fosters collaboration across teams (Savin,
2023). This could mean revisiting organizational practices and policies to ensure that
communication is open and that leaders provide the necessary resources and support for
innovative activities. The research also suggests that startups need to be more proactive in
developing an organizational culture that accommodates failure as part of the creative process,
as this can lead to higher levels of innovation and greater long-term success (Sporsem, 2021).

The results reflect the inherent need for agility and adaptability within startup
companies, where innovation is crucial for survival and competitive advantage. In such
environments, open communication and collaboration enable employees to contribute freely
without fear of judgment or failure, while leadership support ensures that creative efforts are
nurtured and aligned with the company’s goals (Rodrigues, 2023). Startups often face
uncertainty and resource constraints, making it essential for organizational culture to act as a
stabilizing and motivating force that channels creative energy towards innovation. These
findings likely emerged because the study focused on startup organizations, where the absence
of bureaucratic structures allows for more flexible, innovation-driven cultures (Chung, 2021).

The next step in research would be to further explore how specific cultural practices
within startups can be refined and optimized to foster even greater innovation (Kim, 2021).
Future studies could investigate the influence of digital tools and remote work on
organizational culture and innovation, especially given the increasing number of startups
operating in virtual or hybrid environments. Additionally, exploring the role of diversity in
organizational culture and its impact on creativity would be valuable, as diverse teams have
been shown to generate more innovative solutions. Finally, longitudinal studies could assess
how changes in organizational culture over time impact long-term innovation outcomes in
startup companies (Park, 2022).

CONCLUSION

One of the most significant findings of this study is the strong correlation between a
flexible organizational culture and the enhanced creative output in startup companies. While
existing literature has often discussed the importance of innovation-driven organizational
culture, this study specifically identifies key cultural elements such as leadership support for
creativity, open communication channels, and a collaborative working environment as being
crucial in the success of creative ventures. These factors appear to play a more central role than
initially anticipated, especially in the context of startups, where formal structures are less
defined and adaptability is key.

The value of this research lies both in its conceptual framework and its methodological
approach. By adopting a mixed-methods approach, combining qualitative interviews with
startup leaders and quantitative surveys from employees, the study provides a comprehensive
view of how organizational culture influences creativity and innovation. The combination of
these methods allowed for a deeper exploration of cultural dynamics within startups, which is
often overlooked in traditional business management studies. The research contributes to a
more nuanced understanding of the intersection between culture and creativity in startups,
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providing a foundation for future investigations into how cultural factors can be optimized to
foster innovation.

Despite its contributions, the study has several limitations. Firstly, the sample was
limited to startups within the technology and creative industries, which may not fully represent
all startup sectors. Additionally, the cross-sectional nature of the study prevents a longitudinal
examination of how cultural dynamics evolve over time within these organizations. Future
research could expand the sample to include startups across various industries and conduct
longitudinal studies to explore how shifts in organizational culture affect innovation outcomes
over the long term. Another direction for future research would be to investigate the role of
digital and remote work practices in shaping organizational culture and fostering innovation in
startups.
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