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Abstract
The aim of this thesis has been to extend our understanding of creativity.
Creativity is an area that is vital to society, but most commentators agree is a
complex area that has been under researched. The setting for this research was the
advertising industry. This industry was chosen as it is one of the few industry’s
that focuses primarily on the creative thinking process and has highly specialist
personnel concentrating on creative ideation. However, unlike the majority of
research on creativity, the aim of this thesis was to shed light on a range of
interactive, processing capacity, and knowledge elements, in the creative thinking
process, rather than looking at divergent thinking processes in isolation.
This thesis is made up of four articles in Chapter’s Two to Five. The first
of these articles is a replication and extension of the seminal study made by
Koslow, Sasser and Riordan (2006) “Do Marketing Clients Really Get the
Advertising They Deserve: Agency Views of How Clients Influence Creativity.”
The article extends the findings from this seminal work in a different country
context.
The next article looks into a number of structural elements driving
creativity in the agency-client relationship and found a number of key interactions
affecting the creativity of outcomes.
The third article delved into the area of absorptive capacity. In the
creative thinking process a key limit is the ability of an organisation or individual
to absorb the knowledge required to generate highly creative ideas. Research
enabled the development of a model that illustrates the creative frontier, which is
i

also the absorptive capacity frontier. The model indicates the trade-off that occurs
between updating our beliefs with continuing to maintain these beliefs. The final
article provides a model that summarises many of the key findings from the thesis.
Using Agency Theory a new conceptual model that applies this in the context of
absorptive capacity is developed. This model begins the process of trying to
identify the key variables driving creative outputs in an agency setting and their
complex interactions. Each article discusses the very real managerial implications
of the findings for both advertising agencies and their clients, as well as the
implications for managers as a whole. Additionally it is acknowledged that there
is significant complexity in the creative thinking process and this is addressed in
areas for further research.

.

ii

“I don’t build in order to have clients. I have clients in order to build.”
– Howard Roark.
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Chapter One: From Institution to Agency

A century has now passed since Schumpeter (1912/1934) advocated
‘creative destruction’ and ‘industrial mutation’ as fundamental to the adaptation of
economic structures. Creativity (most commonly in its guise as ‘innovation’)
continues to be posited as being of critical importance to organisations as they
face up to the realities of increased competition and the complexities of dynamic
technological and social change (Scott, 1995; Mumford and Simonton, 1997;
Sutton, 2001; Unsworth, 2001; Perry-Smith and Shalley, 2003; Elsbach & Kramer,
2003; Daft, 2010), and impermanence (Weick, 2009). So much so that it seems
almost mandatory for contemporary articles of organisational and managerial
literatures to open with a statement on the importance of creativity and innovation.
Between 2007 and 2009, creativity was the most common keyword used in
organisational behaviour manuscripts accepted for publication in the Academy of
Management Journal (Morrison, 2010).

Organisations that do not adapt through their own internal endeavours, or
by acquiring external ideas, can find themselves fundamentally disconnected from
domains of influence and ‘locked out’ (Levinthal, 1991) from critical knowledge
shifts required to remain competitive. Innovation is the only alternative to
organisational decline (Kanter, 1983; Drucker, 1989; Scott, 1995). In 2010 Daft
declared that the primary overarching theme to emerge from his textbook
“Organisational Theory and Design” is the pursuit and management of rapid
innovation.
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Creativity is one of a variety of mechanisms empowering adaptation,
innovation, and organisational change (King and Anderson, 2002). Creativity
needs to be viewed for what it is; a learning mechanism, but specifically a
purposeful learning mechanism for synthesising new information into and
between domains of knowledge and activity.

Creativity is a crucial part of the knowledge generation process. This
learning capability in itself has value to an organisation irrespective of the
immediate outputs that may occur. Creative reasoning allows us to adapt to our
environment with new combinations of ideas in order to improve our current ways
of thinking.

A successful creative process requires organisations and their members to
step away from some parts of the knowledge which order and guide activity.
Creative knowledge environments are those which actively choose to invest in
policies, processes, and communication behaviours that ‘unstick’ knowledge
(Szulanski, 1990; von Hipple, 1994), and are willing to question continued
adherence to rigid structures, processes, and embedded competencies (LeonardBarton, 1992).

To absorb new knowledge, organisations need integrated socio-cognitive
capabilities to scan for relevant externally held information, a quanta of domain
specific knowledge to recognise the value of the new information, the capacity to
combine the new information with the knowledge that has been previously
embedded in the organising of activity, and the capability to derive and realise
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value from the new knowledge and activity. (Cohen and Levinthal, 1990; Lane,
Koka, and Pathak, 2006)

Further, the new combinations that are established through a creative
process must be original, and also fit for purpose, that is, appropriate to the
domain of activity and acceptable to the field who define the structure of that
domain (Csikszentmihalyi, 1999). At an organisational level, the second criteria
must pass within an organisation’s manifest capacity for strategic interaction with
its external environment.

This thesis proceeds with one mission: to better understand the conditions
that incentivise the emergence of ideas – both original and strategically
appropriate – from the creative process in commercial settings. This question is
unique because it recognises that it is not just new or novel ideas that are subject
to socio-cognitive evaluation processes, but that these processes also affect the
emergence of appropriate ideas within organisations.

Set in the context of creative advertising production, this thesis furthers
our understanding of absorptive learning capacity and creative knowledge
environments. The aim is to shed light on the underlying Individual-Group level
interactions that affect socio-cognitive processing capacity and knowledge
absorption in the creative process, rather than the approach taken by much
research in the creativity field that looks at divergent thinking processes in
isolation.
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The thesis advances through the following research questions:

1.

What external characteristics incentivise an ad agency’s response in
the Client-Agency relationship?

2.

Do these cues influence the emergence of both original and
strategically-appropriate ideas?

3.

Do agency responses result in qualitatively different ‘flavours’ of
advertising?

4.

If so, are there particular group processes or structural forms that
contribute to different advertising outcomes?

CREATIVITY
For the most part creativity is a rather evasive, abstract and nebulous
concept, addressed in most applied literatures with perhaps far too shallow a
treatment and understanding. Even within the domain of Creativity Research,
there has been frequent superficial treatment of many of the key paradoxes,
contentions, and competing definitions (Runco, 2007; Runco and Jaeger, 2012).
Runco and Jaeger (2012) are unequivocal that the long-standing and broadly
accepted - hence standard definition – of creativity is bipartite; for something to
be defined as ‘creative’ it must be valued for both its Originality and its
Appropriateness.

The criteria of ‘originality’, ‘novelty’ or ‘uniqueness’ of a product is the
clearly distinguishable, most respected, objectively expressible, and articulated
aspect of any creativity definition, in both every day and academic use.
(Sternberg, 2001; Sternberg, 1985; Nickerson, 1999; Runco and Sakamoto, 1999;
Runco and Charles, 1993; Koslow, Sasser and Riordan, 2003). In addition to the
20

‘novelty’ factor, western definitions of creativity also have a ‘functional’
component which places a material and subjective value on a creative product
(Lubart, 1999; Misra, Srivastava, and Misra, 2006), commonly in the form of
appropriateness, effectiveness, usefulness, or fit (Mayer, 1999; Nickerson, 1999;
Runco and Jaeger, 2012). In the advertising literature, appropriateness is
frequently referred to as being ‘on client strategy’ (Sasser and Koslow, 2008).

Whether an Original and Appropriate output i.e. a creative product, is
labelled synonymously as novel or unique on one dimension, and useful or
effective on the other dimension, neither criterion is sufficient on its own (Runco,
1988). Empirical tests of measures of originality, appropriateness, and subjective
creativity by the likes of Runco and Charles (1993), Runco, Eisenman, and Harris
(1997), and Koslow, Sasser, and Riordan (2003) have all confirmed this bipartite
requirement. Moreover, and much like the exploration-exploitation dilemma in
organisational learning (March, 1991; Laureiro-Martinez, Brusoni, Canessa, and
Zollo, 2014), recent research points to the conclusion that there may be a trade-off
between the two components during the creative process (Kilgour and Koslow,
2009), and it may be sensible to view the output of creative processes as having a
distinct ‘flavour’ of creativity.

A Dynamic Capability
Creative ideas involve selective combination of unusual or ‘out-of-favour’
concepts, often a combination of knowledge from domains that diverge from the
existing knowledge resources of the organisation. Such ideas can be understood
as emerging from outside an organisation’s cognitive boundaries, that is, to some
21

extent creative ideas are situated externally to the organisation. While creative
ideas may be generated by individuals operating within an organisation, until
those ideas are evaluated and absorbed into the organisation through their learning
processes, they have no realisable value, and remain externally-held. An
organisation needs the ability to recognise the value to itself which resides in
those ‘outlying’ ideas and creative behaviours. It expands the organisations
potential for value creation and opens up a wider range of possibilities in terms
of opportunities for learning, growth and revenue.

In Sternberg and Lubart’s Investment Theory (1991; 1992; 1996), creative
processes and products emerge from interactions between six fundamental
resources. These interrelated resources include: intellectual skills (synthetic,
analytical and pragmatic); knowledge (domain-specific and multi-domain);
thinking styles (particularly an ability to switch between intellectual, cognitive
and behavioural modes); personality; motivation, and; the situational environment.
In a competing socio-psychological perspective, the important focus is on
interactions between varying levels of domain knowledge, creative relevant skills
(for set or script breaking), and motivation to utilise these skills (Amabile, 1996;
Kilgour, 2007). It is motivation to create that is significantly influenced by the
surrounding contextual situation, including the inhibiting or facilitating nature of
the field and domain.

Creativity is an active choice – an investment - on the part of the
participating entity (Sternberg and Lubart, 1996). The most fundamental resource
in creative endeavour is intrinsic motivation (Amabile, 1996; Koslow, Sasser, and
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Riordan, 2003). But a caveat is necessary here; in one of the principal
affirmations of the field, the creative choice is highly sensitive to external
information and evaluation.

For advertising agencies, and other knowledge-intensive organisations,
clientele are a fundamental institutional force that influences the complexity of
structures and the control mechanisms they adopt. Indeed, the principal source of
uncertainty for the advertising agency is the client themselves (Jones, 1987; Ouchi,
1977; Haytko, 2004; Beverland, Farrelly, and Woodhatch 2007), for “when clients
are close to an organisational boundary - or within an organisation, the latter has
to control the uncertainty associated with its relationship with them” (Jones, 1987,
197). This uncertainty includes dimensions of how the creative task is presented
and how it will be evaluated, and these conditions may well incentivise how much
agency or discretion an advertising agency has in the development of commercial
marketing communication products.

AGENTS OF ADVERTISING PRODUCTION
Advertising agencies endure as organisations, and although the vast
majority might not function at full efficiency (Silk and Berndt, 1993), agencies
attain considerable size and profitability as both stand-alone organisational
systems or through the use of networked holding structures (Horskey, 2006;
Cheong, de Gregorio, and Kim, 2014). Agencies are ‘not flimsy’ (von
Nordenflycht, 2011), but in many ways neither are they ‘firm’. In over fifty years
of academic research into the nature of the advertising organisation, scholars have
been persistently confounded in their attempts to explain the activities of
23

advertising agencies within existing organisational paradigms (Sasser and Koslow,
2008). Sasser and Koslow (2008) argue that advertising production is a paradigm
of its own.

Much of the difficulty in understanding advertising production of creative
ideas stems from one major source of uncertainty: the inherent difficulty in
measuring advertising performance upon consumer behaviour, and the subsequent
effect ‘the creative’ message has on sales of an advertiser’s product. In other
words, performance ambiguity, outcome uncertainty, and measurement issues,
remain central to the problems of efficient organisation for advertising
development.

Notwithstanding these factors, half-a-trillion dollars of billings continue to
be spent globally each year on the advertising industry (“Marketers to boost
global ad spending this year to $540 billion”, 2015), and the particularly expertise
of external advertising agencies remain in demand despite an increasingly
inefficient pattern of advertising spending by advertisers (Cheong et al, 2014;
Ashley and Oliver, 2010). Moving advertising production ‘in-house’ may be a
panacea to larger organisations with the resources to support such structures
(Horskey, 2006), but the question of advertising performance and measurability
remains unanswered. Even practitioners’ viewpoints suggest that there are ways
in which advertising can be made more palatable and effective.

"Each year, we chose to be uncreative most of the time, and we choose to
spend more money on those uncreative campaigns than we do on the
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creative ones. Those campaigns go on to be, on average, much less
effective than the creatively awarded ones. And because we've spent more
money on them, return on marketing investment is seriously diminished"
(Hurman, 2011, 163).

Clearly, advertising production can be better conducted to create value for
advertisers, creative agencies, and consumers (Mehta, 2000; West, Kover, and
Caruana, 2008).

Institutional Influences
One particular under-studied area of advertising production is that of the
Client-agency interaction, and how institutional influences endemic in this
relationship may shape the creative product. Advertising agencies are exemplar
of creative, complex, and knowledge-intensive organisations. They are
simultaneously both agents of entrepreneurism and institutionalising agents
(Barley and Tolbert, 1997; Beckert, 1999). In this way they are fundamentally
influenced by the surrounding context.

On one hand, agencies stated purpose is to produce script-breaking, breakthrough communications - communications that codify and set a new frame to be
embedded as knowledge. Such action is that of memetic transfer (Dawkins, 1976;
Csikszentmihalyi, 1999). However, advertising agencies also have a role in the
continuity of those memes, at least while such domain-specific knowledge retains
a valued purpose in connecting advertisers and consumers; this is a mimetic action.
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Replicability and originality are inextricably linked (Hofstadter, 1980), as are
organisational learning and organisational inertia (Levinthal, 1991).

Classic economic research studies determined that advertisers are tied to
their domain, predominantly taking relational and isomorphic positions with
regard to competitors in the same market category (Oster, 1982; White, 1981).
Accordingly, advertisers often present parity positions, and expect advertising
agencies to create a differentiating feature for a non-differentiated product
(Budner, 1994). In an analysis of interviews with creative leaders of the past 30
years, the impression was that agencies are increasingly presented with the
challenge of parity positions by their clients (Ashley and Oliver, 2010). Koslow,
Sasser and Riordan’s (2006) oft-cited position is that clients consequently get
what they deserve from their advertising agencies, and more often than not, what
they get is not creative, adding little in the way of learning to the Client-Agent
system.

Organisational theorists have principally addressed Client-Agent
relationships through six perspectives, spanning from the Economic to the
Sociological, (Barringer and Harrison, 2000), for which two are pivotal: a) New
Institutional Economics, and b) Organisational Learning.

Amongst prominent New Institutional Economic templates of
organisational analysis and strategic management are those of the Transaction
Cost Approach - which attempts to explain how organisations form and maintain
boundaries between their environments (Coase, 1937; Williamson, 1975; Jones,
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1987; Anacona and Caudwell, 1992) - and its analogue, Agency Theory - which
examines a principal’s attempts to externalise its costs by driving efficiency and
control into an agency relationship (Ross, 1973; Mitnick, 1973; Mitnick, 1975;
Mitnick, 2006; Jensen and Meckling, 1976; Levinthal, 1988; Eisenhardt, 1989;
Bergen, Dutta, and Walker, 1992). Advertising Agencies have occasionally been
examined through these frameworks (Jones, 1987; Ellis and Johnson, 1993; Spake,
D’Souza, Crutchfield, and Morgan, 1999; Zhau, 2005), and there is some
justification for such investigations where more Vendor-type transactional
relationships (Haytko, 2004) are prescribed.

Given that the vast majority of advertising communications cannot be
considered ‘creative’, information asymmetries in the client’s ability to select and
monitor the agency (their sophistication regarding advertising effects, evaluation
of performance, and persuasion knowledge of agency sell-in techniques), together
with the agency’s ability to persuade clients of the merits of a campaign, may be
significant drivers of learning effects and creativity flavour.

Whilst providing useful insights, the transaction cost and agency theory
approaches are open to criticism in that they present an inherently narrow
economic view of organisations (Bergen et al, 1992; Nilakant and Rao, 1994;
Shapiro, 2005). Contemporary and more organically-organised firms present a
range of dynamics and technological complexities that are outside of the ability of
new institutional economic analysis to adequately address, particularly when the
technology in question is human-based (von Nordenflycht, 2011; Nilakant and
Rao, 1994), and/or the means-ends employed in a transformation are poorly
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understood. In the advertising agency setting, the understandings of advertising
evaluation, and the creative technology employed, are far from complete.
Consequently, issues of control are prominent and the potential for client-agency
conflict is accentuated (Maynard and Murphy, 1996).

An alternative perspective is knowledge-based, and centres instead on
organisational learning (Huber, 2006). Principal among this perspective is a
framework that has captured attention of economists, organisational learning, and
strategic management theorists alike: absorptive capacity. First applied to the
context of knowledge flows by Cohen and Levinthal (1989)1, absorptive capacity
seeks to explain how some firms are capable of up-taking external knowledge
better than others to become more innovative. absorptive capacity helps scholars
understand innovation (Lane, Koka, and Pathak 2006), and the concept can be
extended to studying creativity that occurs within organisations.

Absorptive capacity provides an overarching conceptual framework for
organisations, placing institutional and inter-organisational relationship
considerations as factors that condition and incentivise the internal sociocognitive processes of organisational learning. It is perhaps more
straightforwardly compatible with the study of organising for creative advertising
1

van den Bosch, van Wijk, and Volberda (2003) pinpointed the first use of the term absorptive

capacity to Kedia and Bhagat (1988) in the context of technology transfers between nations. The
term surfaces in other economic literature applications i.e. capital, labour, and international
development, prior to 1988, but remained relatively undeveloped and with no explicit relation to
knowledge transfers. It appears Cohen and Levinthal (1989) were the first to associate a firm’s
‘learning’ i.e. its absorptive capacity, with the capabilities of the firm to innovate. It is at this point
that investment in prior-related knowledge is introduced as a fundamental antecedent of absorptive
capacity.
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than transaction cost or agency theory approaches, in that Agency-Client
interaction is positioned as a learning relationship rather than a simple contracting
problem.

The absorptive capacity framework also differs from agency theory in that
it treats knowledge as something that is more than ‘purchasable’. Costs are
incurred in developing the socio-cognitive processes necessary to learn and use
information from the external environment (Elmquist and Segrinstin, 2007).
Leading organisations are not passive absorbers of knowledge, and must actively
seek new external knowledge in order to create new knowledge and “do
something quite different” (Cohen and Levinthal, 1989, 570).

Schumpeter’s (1934) position was one that the organisation must
voluntarily break with its own dominant logic in order to remain competitive; he
termed this ‘creative destruction’. But, this can be a risky proposition for
organisations competing for resources, especially when Ricardian rents from
exploiting an embedded logic can appear a more easily attainable goal.
Organisations that have not invested in processes that enable beliefs to be updated
can be locked-out from critical domain knowledge and changes in the domain
(Levinthal, 1991; March, 1991). Absorptive capacity recognises that transfers of
knowledge across boundaries are generally incomplete (Szulanski, 1990; Anand
and Khana, 2000; Tsai, 2001), and benefit one party more than the other (Mowery,
Oxley and Silverman, 1996; Lane and Lubatkin, 1998; Carlile, 2004). This
suggests that Agency-Client relationships tend to be uneven in knowledge and
power distribution.
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Unfortunately, the relationship between absorptive capacity and creativity
has only occasionally been studied (cf> Ganesan, Malter, and Rindfleisch, 20052;
Verbeke et al, 2008; Sung and Choi, 20123). Verbeke et al (2008) demonstrated
that advertising agencies with increased absorptive capacity won more advertising
awards. In this, creativity and absorptive capacity appear to have similar
properties (Cohen and Levinthal, 1990) in terms of generating ‘a feedback system
that enhances our need for further creative play” (Corballis, 2014, 147).

Knowledge Intensity
A related area of study is knowledge intensity. Advertising agencies are
knowledge-intensive systems (Starbuck, 1992; Alvesson, 1993; Verbeke, 2008).
To deliver a commercially creative product, advertising agencies need information
about the task that they are expected to perform, the environment in which the
task is set, and also about what is considered an appropriate and useful solution
within the domain and by the client. To this end, some research on advertising
has focused on the supply of information between client-agency (Sutherland,
Duke and Abernethy, 1994; Murphy and Maynard, 1996), and how agencies
manage the interface with the client (Haytko, 2004; Beverland et al, 2007)

As with other knowledge intensive or human-based services, (von
Nordenflycht, 2007), advertising agencies can be considered to be primarily
‘systems of persuasion’ (Alvesson, 1993). To be creative, a new idea must be
expressed and exposed to evaluation by a wider-social grouping - a process that is

2

Under terminology of ‘Knowledge Acquisition’ rather than absorptive capacity per se.

3

Using terminology of ‘Team Knowledge Management’ (TKM).
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highly subjective, and sensitive to context (Csikszentmihalyi, 1996; Simonton,
1999). Preferences and biases for various types of thinking styles, information, or
interpretations clash both in the open, and behind closed-doors, as sense is
negotiated between the different values and vested interests placed on particular
forms of knowledge. Influence over information becomes paramount, so
communication and legitimising activities play fundamental roles in this process.

Persuasion requires more than just a communication transaction from host
to vector; it requires some form of socialisation or habitus (Bourdieu, 1986;
Bourdieu, 1993) within the field. Habitus brings persuasive value through both
interpersonal relationships and knowledge power (Perry-Smith and Shalley, 2003:
Salancik and Pfeffer, 1974). While the use of divergent thinking techniques can
improve the generation of original ideas (Kilgour, 2007; Kilgour and Koslow,
2009), this does not mean that the field will accept the results. There needs to be
awareness of the judgement criteria used by the field at different stages of the
creative thinking process. This judgement criterion is based upon the
institutionalised rules and content of the domain, and it is this knowledge of the
judgement criteria and the judges themselves that are evident in many creative
breakthroughs.

Like creative thinking processes, habitus is not developed through
intuition alone. Advertising agencies go to considerable effort to develop habitus,
investing heavily in interpersonal relationships with their client base (Haytko,
2004), and in the industry-award institutions that provide the backbone for their
professional and creative autonomy (Kilgour and Koslow, 2012). But there is a
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point where habitus becomes a constraint, and longevity in collaborative
relationships coincides with stability and exploitation of a domain with
diminishing returns to learning, creativity, and ultimately revenue (Buchanan and
Michell, 1992; Gambetti, Biraghi, Schultz, and Graffigna, 2015).

This pragmatic bias towards already held knowledge is a wide-spread
phenomenon. Recent studies using an Implicit Association Test (IAT) have
confirmed that even if individuals explicitly extol the benefits and their openness
to a creative idea, any motivation to reduce uncertainty will serve only to create a
negative bias towards creative thinking (Mueller, Melwani, and Goncalo, 2012).
This effect intrudes not just into the idea generation process of an individual, but
also extends into their ability to recognise creative from more common place and
familiar ideas (Mueller et al, 2012; Kilgour and Koslow, 2009).

Even if all information is exchanged between actors, the tendency to
maintain initial preference structures restricts assimilation and particularly
absorption (Greitmeyer and Schultz-Hardt, 2003). In the stream of research
stemming from the seminal studies by Asch (1955), group information exchange
processes are demonstrably inhibited by ex-ante awareness of preferences within
the group (Mojzisch and Schulz-Hardt, 2010; Berns, Chappelow, Zink, Pagnoni,
Martin-Skurski, and Richards, 2005), and the social-evaluations of others
(Campbell-Meiklejohn, Bach, Roepstorff, Dolan, and Firth, 2010). Agencies
actively pursue and absorb knowledge of client preferences, even extending this
knowledge outside of the business relationship and into the personal world of the
client (Haytko, 2004). Although advertising agencies might have the capability
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and disposition to explore new avenues for a brand, if the preferences of the client
are for exploiting existing knowledge structures, then agencies will be
institutionally and cognitively bound in their ability to deliver creative advertising.
The incentives for delivering a ‘responsive’ form of advertising ‘creative’
(Unsworth, 2001; Beverland et al, 2007) that keeps the client satisfied (Haytko,
2004; Buchanan and Michell, 1992; Doyle et al, 1982) come at a cost to learning
and exploration (March 1991; Levinthal, 1991; Levinthal and March, 1993;
Goleman, 2014).

Incentives and Information: A Capacity for Creative Absorption
This thesis argues that there are insights to be gleaned for creative
advertising development from both agency theory and absorptive capacity. Both
approaches have at their heart incentive structures and informational inputs,
equally cornerstones of creativity theory (Amabile, 1996). If clients control for
direct costs through contracting action (agency theory approaches), costs are
incurred to the learning that can occur through the client-agency relationship.
Similarly, if the advertising agency responds to other environmental conditions as
if clients are controlling their activity, learning is inhibited. Moreover, client
organisations which are willing to invest in exploration and learning with their
advertising agencies may reap rewards significantly greater than those who are
more bound to exploiting a particular competitive position. Such incentives
condition the capability of advertising agencies to deliver the break-through
creative product that is their raison d’etre (White, 1972).
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The advertising literature skirts around these ideas. Whilst the richness of
the extant research is extremely valuable to how our understanding of advertising
agency processes have developed, without some attempt at integration of the
current body of literature, agencies will continue to remain an enigma.

One of the difficulties in advertising creativity research is the
overwhelming perception that originality is the driver and ultimate goal of
creativity (Koslow 2015). This in some way belies the purpose of advertising
development. If the advertising campaign strategy is correctly aligned with the
dynamics of the domain, then the campaign should hit the drivers of the target
consumer. This may or may not require a greater proportion of originality.
Equally, campaign strategy can remain fixed to the currently accepted logic of the
client, at a cost to maintaining environmental fit. A revised strategic position
may directly challenge the knowledge-base and decision-making processes upon
which previous decisions were legitimated. Advertising agencies manage a widerange of client contexts and task inputs that place differing demands on their
information processing capability.

In the field of advertising creativity research, three main external resources
have been identified: Client’s willingness to explore, the use of consumer research,
and the use of formal evaluation methods. In contrast, the use of a creative brief
has been demonstrated to contain little influence on creative output (Sutherland et
al, 1994). Perhaps the key influence of whether a motivational investment is
made in creative information processing comes from cues interpreted from these
three resources. That is, the nature in which a problem is presented has significant
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bearing on the learning style that is enacted (Unsworth, 2001; Unsworth, Wall,
and Carter, 2005). These resources may determine whether an advertising
campaign follows a known and legitimised structural route (declarative and
exploitative), or a more epistemic and exploratory approach in which a new sense
of knowledge can be realised (Giddens, 1984; Taylor and van Emery, 2000).

CONSTRUCTION OF THESIS
This thesis presents an enterprise4 approach to how we think about
organising for advertising creativity. On its surface are questions of institutional
change and control of advertising creativity. At its heart, lie questions of
communication and learning, the site of organisation (Taylor and van Emery,
2000; Weick, 2001).

Chapter Two presents the first of four manuscripts intended for publication.
“Do Marketing Clients Really Get the Advertising They Deserve?: The Trade-off
Between Strategy and Originality in Australia and New Zealand“ replicates and
extends the seminal study of Koslow, Sasser, and Riordan (2006). This
manuscript makes some significant contributions, extending Koslow et al’s
original study in three principal directions: a) demonstrating the similarity in
advertising development systems used between United States and Australasian
advertising agencies; b) demonstrating the applicability of Koslow et al’s scales
for cross-cultural and other advertising settings; and, markedly c) exposing
differential effects on the component measures of creativity, Originality and

4

“An enduring group of related activities aimed at producing a series of kindred products”

(Gruber and Wallace, 1999, 105)
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Strategy. The reader may note that Chapter Two presents a more thorough
explanation of the analytical method and measures used in the thesis. This
manuscript is currently subject to a ‘minor revision’ in the Journal of Advertising
review process pending a final publication decision.

Chapter Three, “Structural Drivers of Creativity: Resource Rigidities in
Campaign Team Composition Effect Advertising Creative Flavour” explores the
seldom studied structural bases of the learning relationship within which the
advertising agency is embedded. It is instructive because structure is a function of
both institutional forces, and the information processing technology required by
the task environment. This manuscript is currently subject to revision for
publication in the Journal of Advertising Research review process pending a final
publication decision.

Chapter Four, “Absorptive Capacity in Creative Advertising Development:
How Cohesion and Friction Moderate Learning’s Effects”, steps inside the ‘black
box’ of absorptive capacity, and investigates two dynamic knowledge-based
processes that form principal constructs within an absorptive capacity model of
organising for creative advertising: Conflict and Cohesion. Specifically, the paper
addresses affect-based versions of these dynamic processes for learning. This
manuscript is being prepared for submission to the Journal of Marketing Science.

Chapter Five - a conceptual ‘framing-piece’ - offers a discussion of a
classical theory of organisation, that of Agency Theory, as applied to advertising
development and the learning relationship between the client (Principal) and the
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commercial communication expert (Agent). The manuscript “Beyond Agency
Theory: An Advertising Agency Governance Perspective”, argues that a relaxedview of formal Agency Theory is necessary to understand the advertising
organisation; and that such a perspective needs to take into account the
institutional and informational resources that are accessible to the agency. This
manuscript has been prepared for submission to Marketing Theory.

The activity of the advertising agency is conditioned by incentives derived
outside of a formal contract. It’s contribution summarises the body of work
directed towards the client-agency advertising relationship, but extends the theory
by looking beyond the simple economic/compensation relationship for
propositions on how the nature of these relationships more widely influence the
development of creative communication products. Such influences on the
creative product have largely not been examined in the literature to date, and
present a significant area for research on agency discretion and boundarydefinition.

Chapter Six provides a capstone for the thesis. The enterprise receives a
summary discussion, with limitations and concluding remarks.

References cited in each of the publication manuscripts are included at the
end of the relevant chapter in the preferred format of the journal. References for
Chapter One and Two are to be found in a separate bibliography section at the end
of the thesis. Also appended for the reader’s information is a supplementary
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overview to the main methodology through which this research has been
conducted, including the survey instrument employed.
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Chapter Two
Do Marketing Clients Really Get the Advertising They
Deserve?:
The Trade-off Between Strategy and Originality
in Australia and New Zealand
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Chapter Two: Do Marketing Clients Really Get the
Advertising They Deserve?

ABSTRACT
This paper replicates the role clients play in their agency’s advertising
development process, as investigated by Koslow, Sasser and Riordan (2006) but
with data from Australia and New Zealand agencies. The role of client willingness
to explore ideas is again found to be a critical reason why some clients receive
more creative campaigns that others. Although some of the complex interactions
found by Koslow, Sasser and Riordan (2006) were not replicated, additional
analyses suggest other patterns in the data. Some marketer-related factors like
client sophistication and the use of consumer research improve how strategic
campaigns are, but they do so at the cost of originality. The net effect on the total
creativity of a campaign may be minimal, but the character or flavour of that
creativity may change dramatically. Again, marketers seeking accountability for
their campaigns creativity need look no farther than themselves.
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Advertising scholars have recently focused on why some advertising
campaigns are more creative than others (Sasser and Koslow 2008) and one area
investigated is the role of marketing clients in their agency’s advertising
development process (Reid 2014; Waller, Shao and Bao 2010). Clients should
give direction to agencies, provide resources to them and evaluate them
appropriately (Koslow, Sasser and Riordan 2006). If clients do not receive highly
creative work they seek—or need—they should consider what they may have
done (inadvertently or intentionally) to constrain or demotivate their agency
(Koslow 2015).
However, the proposition that clients may influence the quality of their
agency’s creative work also begs two questions: 1) how confident can we be that
this effect is real and if so, 2) how can the work be better managed to improve it?
To address the first question, one possibility is that these effects are specific to the
advertising markets in which the data was collected (New York and Detroit)—and
may not operate as strongly outside the US. West (1993) discovered that where
deviation from an agency’s creative philosophy was noted, both Canadian and US
agencies claimed that the client was the major inhibiting factor.
Some significant differences in the nature of the creative involvement with
strategy development and execution and the perceived degree of freedom
afforded copywriters and art directors were found in the three countries.
Senior UK creatives regarded themselves as more involved and more
independent than their North American counterparts in these processes.
This was particularly important in relation to clients and in the selection of
ideas… contrary to the expectation, the result indicated that North
American creatives have a closer and more strategic relationship with their
clients than their UK counterparts, who operated with greater autonomy
and control (West 1993, p. 60)

Hackley (2003) confirmed the continuance of this situation, noting that
UK agencies are considered to be strategic partners with clients whereas US
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agencies are perceived to be strategic suppliers of advertising with the client
retaining responsibility for the development of strategy. Taylor, Hoy and Haley
(1996) note how French advertising professionals use different approaches to
creating advertising than their American counterparts that does not focus as much
on clients, but still produce effective work. Li et al (2008) emphasise a greater
role for market conditions on the quality of work produced by Chinese agencies
because a high percentage of their work comes from pitches which downplay
client dynamics. Thus, this paper replicates Koslow, Sasser and Riordan (2006)
outside the US, focusing on two markets, Australia and New Zealand, with similar
dynamics, but reputations for achieving highly creative work.
Another concern often raised regarding any survey based methodology is
that of common methods variance (Podsakoff et al 2003). That is, effects may be
driven by yeah-saying biases or extreme response styles rather than the underlying
effects of interest. To address this concern Sasser and Koslow (2012) used a
model that estimated a mean for each individual respondent, but did so as a fixed
effect. A better technical approach would be to apply a hierarchical linear model
with random effects for respondents, which is the approach this research uses.
Therefore, researchers can be confident that the effects found are a function of
within subject effects rather than being driven by between subject biases.
However, the more difficult of the two questions—what can be done to
improve work if clients have such a large influence—may be addressed by being
more specific about the nature of creativity. Overall, research in advertising
recognises that a creative advertisement needs to be both original and strategic
(Sasser and Koslow 2008), but these two aspects appear to trade off against one
another in experimental settings. Kilgour and Koslow (2009) note that some
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creativity techniques work by increasing the originality of advertising campaigns
produced, yet may do so at the expense of how on-strategy a campaign is. Other
approaches work by enhancing how on-strategy campaigns are, but harm the
originality of the work. Unfortunately, Kilgour and Koslow (2009) could find no
tool that could increase originality and strategy at the same time. Because prior
research has primarily focused only on a total quantum (incorporating originality
and strategy simultaneously) there is an opportunity to learn when this total effect
is broken down. That is, some aspects of client direction, resourcing or evaluation
may enhance the originality of campaigns at the expense of strategy, other aspects
may help the strategy while reducing originality. In other words, the “flavour” of
advertising creativity may change, in addition to its net quantum.
Therefore, this research replicates Koslow, Sasser and Riordan (2006) in a
different geographic region with a technically better model, and also extends it by
considering a wider set of dependant measures. The focus remains on independent
constructs that were significant and impactful in predicting creativity: client
willingness to explore new ideas, client sophistication, use of consumer research
and use of formal testing. Identically worded items were used. Not included is the
construct of whether the client’s brief contained a strategy because it was not
significant at α=.05 in any of Koslow, Sasser and Riordan (2006)’s models,
whether as a one-way effect or part of an interaction. We also do not include time
pressure, budget tightness or level of the client in the client’s hierarchy because
their effects were either not directly significant or only amplified the effects of
other variables.
To develop a better understanding of the role of clients in the development
of their advertising, the context of the replication, the Australian and New Zealand
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advertising markets, is discussed first. Next, the components of creativity are
explored, and then the role of clients in the development of those components is
assessed. Models using over six hundred campaigns are reported on and
implications discussed.

THEORY DEVELOPMENT
Advertising Creativity in Australia and New Zealand
In many ways, the Australasian system of advertising production is
currently similar to that of the US, UK, and other advanced economies. Scholars
document the development of Australasian advertising from a colonial backwater
to the modern, sophisticated market it now is (Crawford 2012; Dickenson 2012).
Just less than two decades ago, Kitchen and Schultz (1999) noted that IMC in the
region was at an introduction stage compared to the mature stage in the US, but
current research shows that media development in Australia is currently at a
mature stage (Young 2010) with Australian web audiences acting similarly to US
and UK audiences (Rogers et al 2007). The relationship between strategy and
effectiveness is similar between the US and Australia (Frazer, Sheehan and Patti
2002) and advertising regulation systems are comparable (Rotfeld, Jevons and
Powell 2004). Durden, Orsman and Michell (1997) note that the reasons for
switching advertising agencies are the same in New Zealand as in the US. Some
scholars now use Australian samples as representative of any advanced, mature
market (e.g., Farrelly and Quester 2003; Harker 2003; Luxton, Reid and Mavondo
2015). Most importantly, client influence is similar in both the US and Australasia
(Waller, Shao and Bao 2010).
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What is distinctive about Australasian advertising, however, is the region’s
high level of creativity. The Gunn Report (2015) compiles a comprehensive count
of what agencies in which countries win creativity awards so as to document the
value of creativity. It lists five countries that appear to have a dominant position in
winning advertising creativity awards, the US, UK, Germany, Brazil and
Argentina, which have all landed in the Gunn Report’s Top 10 regularly over the
last decade and a half. The top agencies in the US produced 1,294 winning
campaigns during the 2007-2014 period, while the UK, Germany, Brazil and
Argentina agencies have produced 970, 549, 789, and 612 respectively. However,
the US only appears to dominate because of its huge domestic advertising market.
If wins were weighted by population or advertising market size, the US’s relative
advantage in wins drops to a fraction compared to the other four markets.
Australia and New Zealand are credited with numerous wins (584 and 246
respectively) relative to their advertising market size, producing outcomes similar
to the UK with a market half the size as the UK—and less than a tenth the US.
Thus, if one wants to better understand how advertising production dynamics
similar to the US result in a high level creative performance, Australia and New
Zealand are appropriate choices for study (see Polonsky and Waller 1995).

But What Is Creativity?
Advertising scholars have largely followed the established research
traditions of creativity research in that creative advertising is defined as that which
is original but also useful, appropriate or acceptable in some way (Runco and
Jaeger 2012). Sasser and Koslow (2008) note all advertising researchers use
notions of originality, novelty or newness in their operationalisations, but different
47

scholars use slightly different definitions of useful, appropriate or acceptable
advertising. However, they also stress that models predicting creativity do not
appear sensitive to the exact specification of that useful, appropriate or acceptable
component. Instead, they emphasise that this second component be chosen based
on the research context, which in the case of Koslow, Sasser and Riordan (2006)
was how strategic campaigns are. It is important to note that no inferences are
made regarding which department within the agency contributes to either
creativity component. For example, Koslow (2015) notes how account planners
may contribute to how original the underlying selling premise is and creatives
likewise take a lacklustre, generic strategy, and enhance it.
Some confusion still remains regarding the creativity construct. Kilgour,
Sasser and Koslow (2013) note that what practitioners consider “worth of winning
creativity awards” differs rather interestingly from what advertising creatives and
account executives consider to be creativity when evaluating their own personal
work. That which wins creativity awards is largely considered to be highly
original work with little focus on how strategic the work is, but when considering
their own work, originality and strategy have more evenly matched influence on
perceptions of creativity. The emphasis award-winning work has on originality
rather than some kind of appropriateness component like meaningfulness or
relevance is reinforced in how award judges evaluate work (West, Caruana and
Leelapanyalert 2013) and consumers perceive award winners (Lehnert, Till and
Ospina 2014).
To provide an example of what this research defines as creativity, consider
a situation in which a set of advertisements are evaluated on their originality and
strategy using scales ranging from 1 to 10, which builds off the “HumanKind”
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scale used by Leo Burnett (Bernardin and Tutssel 2010). Some campaigns may be
lacking in originality and thus score a 1 or 2, while others are outstanding
meriting a 9 or 10. Similar scoring may be provided for whether the finished work
is on-strategy and thus built on good strategy that fits the client well. One may
represent an ad scoring 4 on originality but 7 on strategy as (4, 7). If a campaign is
low on both originality and strategy, it may be a (2, 2) campaign and is clearly
uncreative, but outstanding work may be (9, 9), which is highly creative. Work
scored (5, 5) may be somewhere in between. However, work that is original, yet
not strategic, as in (7, 4) is harder to place as is work that is more strategic and
less original like (5, 9).
An economist may approach this measurement problem using a CobbDouglas multiplicative production function with equal weights with constant
returns to scale (Zellner, Kmenta and Dreze 1966). Thus, ads scoring (6, 4), (5, 5)
or (3, 8) may all receive similar total scores for creativity (e.g., 4.9, 5.0 and 4.9
respectively), but they would also have different “flavours” in that the first ad in
the series is weighted toward originality while the third is more strategic in
character. Prior research in creativity—whether in the advertising domain or
outside of it—generally treat a (3, 7) campaign as equal to a (7, 3) campaign,
which is decidedly not true. Therefore, the insight of Kilgour and Koslow (2009)
is that we can use creativity tools to shift the campaigns produced from mostly (3,
7) campaigns to (5, 4) or (7, 3) campaigns to (4, 5), but it is much, much harder to
get to (7, 7) campaigns. This research seeks to separate out originality and
strategy from merely focusing on creativity alone.
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Do Clients Get the Advertising Creativity They Deserve?
For many researchers, the idea that clients influence, enhance or restrict
their agencies’ creativity is still controversial. Strutton and Taylor (2011) report
that iconic “MadMan” Don Draper encounters clients who must be carefully
managed but Draper still concludes: “Most ad men believe clients are the thing
that gets in the way of good work. I’ve never experienced that.” That is, Draper is
frequently sells good work to difficult clients. Is Draper right in that clients don’t
get in the way—or do clients get what they deserve?
Harris and Taylor (2003) report a commonly held desire that agencies and
clients need to be partners—and express disappointment that partnerships rarely
extend to important decisions like setting budgets. Yet much research considers
that the quality of the agency-client relationship is based on trust (Caceres and
Paparoidamis 2007; Wang et al 2013) and related concepts like goal congruence
(Dou et al 2010) or client involvement (Grant, McLeod and Shaw 2012) to
improve the quality of and satisfaction with the agency’s creative work. In this
stream of trust-oriented relationship-focused research, clients are often—but not
always—characterised as passive in nature, simply choosing to trust their agency
with a perceived risk, or not trust them. If clients would just trust their agencies,
commit to them, and cooperate with them, better creative outcomes are possible
(Duhan and Sandik 2009).
However, much of the trust-oriented research uses marketing clients as
informants, and a different perspective comes from agency informants. Instead of
focusing on trust or other relationship oriented factors, studies like Koslow, Sasser
and Riordan (2006) focus on three dimensions of the agency’s social environment
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in that marketing clients need to 1) set direction, 2) resource the agency and 3)
evaluate work appropriately.
Setting direction, however, does not mean a client must walk into the
agency with a finished brief, but instead focuses on the client being open to fresh
thinking while working through an agency’s strategy development process. To
contrast trust with openness, the former assumes the client accepts the agency’s
professional judgement that a hard to evaluate ad execution will work. The latter
implies the client actively reconsiders its views on the kinds of solutions it will
consider, moves away from an initial strategic brief and goes on a creative journey
with the agency. And openness like this is hard work (Koslow 2015).
Resourcing the agency typically involves providing information about
customers and the market to allow the agency to make better decisions about what
will persuade consumers. For example, Sutherland, Duke and Abernethy (2004)
present a model of marketing information flow detailing the kinds of information
inputs agencies need and usually agencies don’t receive enough information. This
isn’t so much an information-sharing issue in that clients should be advised to
trust their agencies enough to provide information. Clients almost always share
what reports they have. Instead, it is more a question of whether or not the client
has useful, objective consumer research information to begin with (Helgesen
1992).
Finally, agencies need to be reasonably evaluated. Considerable research
in creativity shows that merely evaluating creativity can kill it (Amabile 1996). It
may seem counter intuitive, but as Koslow, Sasser and Riordan (2006) show,
copytesting results in the hands of a sophisticated client can be threatening to an
agency. The concern is that copytesting results in the wrong hands can lead to the
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agency being fired (Koslow 2015). Given the reality that clients facing market
share declines sometimes scapegoat their agencies (Kulkarni, Vora and Brown
2003) agency concerns about reasonable evaluations are rational.

The Influence of Direction, Resourcing and Evaluation on Campaigns
Although Koslow, Sasser and Riordan (2006) discussed the effects of
direction, resourcing and evaluation on creativity in total, this can also be broken
down by how original and strategic work is. At issue is the trade-off between
originality and strategy—and whether clients shift the creative character of their
work along the scale from more original and less strategic to less original and
more strategic or vice versa. Only in the situation where both originality and
strategy are influenced similarly by the same factors can one argue clients get in
the way of good work.
Client openness is the key factor in setting direction (Koslow, Sasser and
Riordan 2006), having positive influence on both strategy and originality, but it
should have more influence on campaign originality. Open clients should
welcome and appreciate the strategy focus of the account planning processes
agencies provide developing clear objectives and sound strategies that can be
translated into persuasive advertising (Morrison and Haley 2003). Planners do
their best work for clients when planners interpret information about the client’s
market, rather than merely collect this information (Hackley 2003). The focus is
on thinking and strategising about what is best to achieve the client’s overall
business objectives and is done with the client as a willing participant (Steel 1998).
Although an open client is clearly an asset in developing insightful advertising
strategy, account planning comes into its own to facilitate, support and advocate
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the highly original and unexpected ideas that the creative department can come up
with (Hackley 2003). Thus, a client willing to take thoughtfully calculated risks—
the ultimate in an open client—is able to accept highly original work that will be
distinctive in the marketplace (West 1999; West and Berthon 1997).

H1: Client openness increases both how strategic and original their
campaigns are, but has a larger effect on originality, with the total
effect on creativity being positive.

Providing consumer research is a critical way clients resource their agency
to improve creativity (Koslow, Sasser and Riordan 2006), but unlike openness,
this factor presents trade-offs. Hackley (2003) notes controversies in account
planning over the role of formal consumer research. Some appear to welcome
such information for the tighter strategy it can support, but others react to
consumer research negatively as if such information runs the risk of leading to
creative dead-ends. Such an effect has been observed in creative thinking, such
that consumer research often served to fixate thinking on strategic ideas at the
expense of originality (Kilgour and Koslow 2009). Thus, using consumer research
may result in more strategic, but less original advertising. Yet the overall level of
creativity should be greater.

H2: Use of consumer research should increase how strategic campaigns
are, at the expense of campaign originality, but overall creativity
should increase.
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To explain how clients’ evaluation of their campaigns influences creativity,
Koslow, Sasser and Riordan’s (2006) research emphasised the role of
sophisticated clients. Although one may have hoped that sophisticated clients
have the knowledge and experience to work productively with their agencies to do
great work, it is disturbing that the empirical evidence shows that they instead
suppress how creative their advertising is. Koslow (2015) observes sophisticated
clients may scare their agency and inadvertently set up negative interpersonal
dynamics making an agency more timid about suggesting original ideas, instead
emphasising more strategic ones that sophisticated clients could be expected to
prefer. Another possibility is that sophisticated clients are so focused on strategy,
that agencies become functionally fixated on strategy and shifts the character of
the work from more original to more strategic (see Kilgour and Koslow 2009).
Either way, sophisticated clients should end up with more strategic, less original,
but overall less creative work than unsophisticated clients.

H3: Client sophistication increases how strategic their campaigns are at the
expense of campaign originality, and the net effect on creativity is
negative.

Finally, the controversial effects of formal copytesting can possible be
observed within the trade-off framework presented. Although the merits of routine
copytesting are often discussed in advertising, the net effect on creativity appear
to be equivocal (Koslow, Sasser and Riordan 2006). Testing can set up the
negative evaluation dynamics Amabile (1996) warns can suppress creativity, but
such tests can also persuade a skittish client to accept risky work (Koslow 2015).
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For all the handwringing over whether testing kills creativity, it may be that it
changes the character of those ideas instead. That is, formal advertising testing
may shift the focus of campaigns from original to strategic, but in so doing, the
net effects of each are cancelled out in any measure of creativity.

H4: Formal copytesting of advertising shifts the character of campaigns
from more original to more strategic, with no net effect on creativity.

METHOD
Sample
The data came from 203 advertising agency employees who were mostly
in account management or planning (59.6%). Another 22.7% were in creative, 4.4%
in media and 13.3% in other areas. Thus, the sample is much more heavily
weighted toward account management than the original sample. Additionally,
41.4% came from Sydney, 25.6% from Melbourne and the rest from Auckland.
Respondents were well educated in that 40.1% had three or four year university
degrees, and 29.7% had postgraduate degrees. The sample was also young with
53.9% between 25 and 34 and 28.9% between 35 and 44. Average time in the
advertising industry was 9.8 years. The top five media used in these campaigns
were web, television, magazines, outdoor and newspapers which were
components in 55.0%, 50.4%, 40.3%, 36.0% and 32.4% of the media used
respectively, and overall an average of 3.2 media were used in each campaign.
Respondents represented a wide range of levels and experience, and the accounts
they worked on were a wide range as well.
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Respondents came from nine of the largest agencies in Auckland, 10 of the
largest in Melbourne and 11 of the largest in Sydney. Almost all of these agencies
offices were part of international agency networks owned by the five major
agency holding companies. Similar to the original, this sample is representative of
big agencies and the majority of billings in Australia and New Zealand. Each
respondent reported on up to three of their most recent campaigns for a total
sample of 605 campaigns. Data collection was done in agencies’ offices during
business hours with approval and support of agency management. Respondents
were invited to participate via email and office flyers and offered a light lunch for
their assistance. This is similar to the data collection strategy used by Koslow,
Sasser and Riordan (2006).

Measurement
Factor analyses of independent and dependent variables were performed
on the total sample and this confirmed the original structures uncovered by
Koslow, Sasser and Riordan (2006). The items for the independent variables
loaded as expected with Cronbach’s alphas of .80, .88, .72 and .85 for client
willingness to explore new ideas (4 items), client sophistication (4 items), use of
consumer research (3 items) and use of formal advertising testing (3 items),
respectively. All loadings were relatively high with eight of the 14 loadings
above .8, 13 above .7 and the lowest .61. The model explained 70% of the
variance in four factors and VARIMAX rotation fit the data comfortably with
modest off loadings of less than .28. The analysis was repeated in each of the
three city subsamples, again suggesting a clean fit. The only exception was a
single item of client willingness to explore in the Auckland subsample. Here the
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loading was .46, with slight clouding in two other factors. Despite this minor lack
of fit, the factor structure of the independent variables was confirmed.
For the dependent variables, strategy and originality were the two primary
scales focused on, but these again confirmed high levels of fit. The two factor
solution explained 74.6% of the variance and items loaded as expected in
VARIMAX rotation, with no loading less than .7. Cronbach’s alphas were .74
and .88 for strategy and originality, respectively. Because strategy and originality
in Koslow, Sasser and Riordan (2006)’s sample was correlated at .42, this analysis
was repeated using Oblimin rotation. Again, a clean fit was achieved, showing the
correlation between the two constructs was only .32 in this analysis which makes
multicolinearity less of a concern. Once more, the analysis was broken down by
city, and excellent fits were achieved in all cases.
Creativity was operationalised in two alternative ways, one following a
derived measure tradition employing a strong basis in measurement theory and the
other providing the intuitive appeal of a single-item scale. Although strategy and
originality were both used in Koslow, Sasser and Riordan (2006) as important
primary scales, they were not modelled as separate effects. Instead, the variables
strategy, originality and another term, a strategy X originality multiplicative
component, were summed and called Normative Creativity, one of two measures
for creativity that Koslow, Sasser and Riordan (2006) modelled. The strategy X
originality component only (now based on a Cobb-Douglas production function
with equal weights and constant returns to scale) is used here as one of the two
operationalisations of creativity, and it is high only when both strategy and
originality are high. It is another functional form of creativity (Sasser and Koslow
2008) that is consistent with current thinking in creativity (see Runco and Jaeger

57

2012) that should more easily show the trade-off between strategy and originality
because of its Cobb-Douglas specification. The single-item scale for creativity
uses the exact wording of Koslow, Sasser and Riordan (2003) and may be viewed
by some scholars as a doubly concrete scale (see Bergkvist and Rossiter 2009).
However, the two operationalisations are highly correlated at .61.

Comparison of Current (ANZ) Sample to Original (US) Sample
Additional checks were run to compare the mean differences between the
US and Australasian samples for the independent and dependent measures. Of the
four independent measures, three had differences. Clients in Australia and New
Zealand were more likely to be willing to explore new ideas (p<.01). However,
the absolute difference was only.14 standard deviations and country differences
explained less than .5% of the variance. Consumer research was used more in the
US (p<.01), but again the difference was only a modest .14 standard deviations,
explaining less than .5% of the variance. Formal testing’s use was significantly
higher in the US (p<.0001), with a difference of .49 standard deviations,
accounting for 5% of the total variance. There were no differences for client
sophistication, strategy or originality. With the exception of how much each
region uses formal testing, the means of key measures were similar between the
two samples.

Models
Initially, GLM models with the exact structure used by Koslow, Sasser
and Riordan (2006) were fit on the new Australasian data. With R2’s of .327
and .375 for Normative and Subjective Creativity, respectively, the influence of
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client openness was pronounced. With parameters of 1.38 and .91, respectively,
both were significant at p<.0001. These parameters were also several times larger
than any other in the models. However, few interactions were significant,
especially client willingness to explore new ideas X use of consumer research in
the Normative Creativity model. In Koslow, Sasser and Riordan (2006) media
executives drove several interactions in the Subjective Creativity model but
because the Australasian data includes less than a quarter of them, the lack of
significant interactions is not surprising.
However, these models did not control for potential common methods bias
and it is better to focus on models that have made these adjustments. To provide
deeper analysis Table 1 (below) lists Hierarchical Linear Model (HLM) outputs
for two primary scales (strategy and originality), the derived measure for
creativity (strategy X originality) and the measure of creativity based on a singleitem scale. The GLM and HLM models showed similar results.
The four HLM models estimate the individual differences as a random
variable. Initially, the nested hierarchy was tested in the order of city differences
first, then agency differences, then differences between functional areas and
finally individual differences. Differences due to city, agency and area were not
significant and dropped. Individual differences were significant at p<.001 for
strategy and both creativity operationalisations. In the originality model, the
differences were significant at p<.05. All two-way interactions between
independent variables were tested and only one was significant. Other
demographic variables were used (age, rank, years in the advertising business,
functional area of respondent, etc.), but none were significant. Only significant
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effects were included in the final models listed in Table 1. All variables were
centred and scaled prior to analysis.
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Table 1. HLM Solutions for Fixed Effects for Strategy, Originality, and Strategy X Originality: Australasian Data
Dependent variables
Strategy

Independent variables

Estimate p-value

Originality

Estimate p-value

Client willingness to explore new ideas

.311

<.0001

.593

<.0001

Client sophistication

.038

.387

-.119

.0031

.141

.0005

-.112

.0087

Use of formal testing
Use of consumer research
Client sophistication X Use of consumer research

.135

.0017

-.080

.016

Creativity

Creativity

(Strategy X Originality)

(Single-item scale)

Estimate

Estimate p-value

p-value

.539

<.0001

.583

<.001

.085

.0191

.090

.027

-.097

.021

Restricted log likelihood

1588.6

1518.9

1502.2

1468.7

AIC

1592.6

1522.9

1506.2

1472.7

FINDINGS
In all four models, the parameters for client willingness to explore new
ideas are substantial. For the originality and two creativity models, the parameter
is at least four times larger than any other, and for the strategy model, the
parameter is still twice the size of others. H1 proposed that client willingness to
explore has a positive influence on all dependant variables, with a larger effect on
originality than strategy. Although the effect on strategy is large, the parameter
size is twice as big in the originality model. H1 is supported.
H2 argued that using consumer research leads to more strategic but less
original work. With the parameter for use of consumer research positive in the
strategy model, but negative in the originality model, the trade-off proposed by
the hypothesis was upheld. The effect on creativity is not significant for the
derived (strategy X originality) operationalisation, but it has a negative influence
on the single-item scale version. In this sample, using consumer research lead to
more strategic yet less original work, but the effect lead to either neutral or
negative influence on creativity. This suggests that H2 was only partially
supported.
To understand the effects of how clients evaluate their agency, H3
proposed that client sophistication should have a negative effect on originality and
creativity, but a positive influence on strategy. Table 1 confirms the negative
effect on originality. However, in the strategy model, the interaction between
client sophistication and the use of consumer research is graphed in Figure 2 Interaction of Functional Area * Agency Resourcing on Campaign StrategyFigure
2 as for one standard deviation above and below the mean levels of each variable.
This plot shows that using consumer research has an overall positive influence on

how strategic the advertising produced is. But when there is little consumer
research used, client sophistication has a positive effect on strategy (the slope for
the high level of consumer research use is not statistically different from zero at
p<.05). Yet there is no negative influence of sophisticated clients on either
creativity measure. H3 is partially supported in that the trade-off is observed such
that client sophistication leads to less original work, more strategy work (if
consumer research is lacking), but has no effect on creativity.

Strategy

Figure 1. Interaction of Client Sophistication and Use of Consumer Research
on Strategy

0.2
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0
-0.05
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Use of Consumer
Research High
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Client Sophisication

Finally, H4 posits that using formal testing leads to more strategic work
that crowds out originality, but no overall effect on creativity. Surprisingly, using
formal testing lead to more original campaigns, yet had no effect on strategy.
Even more surprisingly, formal testing enhanced creativity for both
operationalisations. H4 is not supported.
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DISCUSSION
This Australasian replication had reinforced and expanded the
understanding of how clients influence the quality of work their agencies produce.
The importance of an open client was confirmed in that it improved both how onstrategy campaigns were, but even more importantly how original they were. The
effect is by far the largest, and appears to have no down sides. Agencies just do
better work all around for clients open to the expertise agencies can employ on
their behalf. However, trade-offs are observed for two other factors. Sophisticated
clients tend to receive more strategic work (if consumer research is lacking), but
this happens at the expense of campaign originality. Although there is no overall
effect on creativity, the factor does affect the creative flavour of the work
achieved. Another trade-off is seen with whether consumer research is used.
When it is, the work shifts to more strategic, but less original. One creativity
operationalisation shows a negative effect, but the other no effect. Finally, using
formal testing leads to more original work, and more creative work overall, with
no downsides.
Although this Australasian replication has not identified the interaction
effects found in Koslow, Sasser and Riordan (2006), some of this may be due to
the unusually large sample the original study was privileged to use. Some of the
differences between the original and replication studies may be due to the
characteristics of the Australasian sample in that it included far fewer media
executives. In the original US sample, the differences between account and
creative personnel were not enough to be statistically significant. However, it was
the inclusion of a moderate number of media executives that drove differences by
functional areas. With fewer media executives in the sample, the functional area
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of the respondent had little difference on their responses. Even though account
executives made up just more than half the sample, these results seems to reflect
the attitudes of creatives as well.
More detail on the models came out in modelling strategy, originality and
creativity separately. What is striking is that while sophisticated clients with
ample consumer research lead to more strategic campaigns, these same factors
lead to less original campaigns. That is, sophisticated, knowledgeable and
experienced clients have substantial domain expertise through which they can
help agencies frame their work. Consumer research also provides needed domain
specific knowledge to help keep campaigns on-strategy, especially when clients
are less sophisticated. But all this domain expertise apparently handcuffs
originality. This echos the pattern seen in Kilgour and Koslow (2009)’s
strategy/originality trade-off, in which one can shift campaign ideas from more
strategic and less original to more original and less strategic, and vice versa.
However, to move positively on both strategy and originality dimensions at the
same time appears much harder.
A smaller, but important effect was the positive influence of formal testing
on both originality and creativity. Surprisingly, testing creative outputs leads to
more original and creative work. This undermines the typical complaint that
testing kills creativity (see Koslow, Sasser and Riordan 2006). Although this may
just be a result of the strongly account management-oriented Australasian sample,
the effects were still not moderated by whether respondents were creatives or not.
Formal testing was also somewhat less used in Australasia, possibly indicating
that the practice is more judiciously applied. However, if used wisely, there is no
a priori reason to avoid copytesting creative outputs.
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The findings largely replicate the pattern of results reported in Koslow,
Sasser and Riordan 2006) in client openness to new ideas dominates over other
effects. Whereas the original sample suggested client sophistication undermined
creativity and consumer research enhanced it, this replication suggests a more
nuanced approach. Sophisticated clients and consumer research both influence the
trade-off between strategy and originality, shifting the work’s character, but with
no net effect on creativity. Although the original US study showed a few isolate
positive effects of formal testing of advertisements, this research is more bullish
on such methods. Surprisingly, formal testing enhanced originality and creativity.
Possible limitations may still come from the survey method used. The
views are those of the agency, rather than the client and a paired sample of
agencies and their clients would be instructive. In addition, respondents selfassessed the strategy and originality of their own work. This allows respondents
understand the dynamics behind them, but independent assessments of these
campaigns may suggest different conclusions. The focus on large agencies may
provide a useful look at the industry, the data collection did not include smaller
creative boutiques which may operate differently. The similar effects seen in this
research may reflect the high level of similarity between the US and Australasia.
Future work should consider more different advertising markets.
This replication has shown that in some ways clients do not getsomething-for-nothing. Focusing on domain specific knowledge imposes costs
and changes the character of advertising campaigns, trading off originality for
strategy. However, in other ways clients may get-something-for-nothing in that
being open may lead to work that is both more strategic and original at the same
time. However, being open is often hard work for some clients, and therefore this
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replication reinforces that, as unpalatable as it may be, clients still routinely
receive the advertising they deserve.
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Chapter Three: Structural Drivers of Creativity
ABSTRACT
Since Kover’s (1970) PhD dissertation, there is a surprising dearth of
research that investigates the effects of structural elements on creative outputs in
an advertising agency context. This paper explores how structural elements may
be applied to achieve different ‘flavours’ of creativity via their effects on
originality and strategy. 557 campaigns are examined in a field study of
advertising agency professionals from Sydney, Melbourne, and Auckland.
Findings suggest that agencies can flexibly deploy their service-level resources,
but not all structural configurations lead to the best outputs, given the client
context. Managerial implications, limitations, and directions for future study are
discussed.

MANAGEMENT SLANT
•

Adding more agency resource to an account team can benefit the
originality of a campaign, but does not aid strategy development. Because
appropriateness is harder to agree upon, increased service-level
involvement opens strategy development up to social judgement
processes, which come at a cost to the advertising task.

•

Agencies need to be aware of, and proactively manage, strategic rigidities
that form when clients are sizeable or as the Client-Agency relationship
endures.
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•

Agencies may wish to break with traditional service-level architecture that
match internal structures with client structures, in order to better serve
their client base with original and strategic ideas.
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Since Kover’s (1970) PhD dissertation, there is surprisingly scant research
that applies structural elements in an advertising agency context and measures the
effects on originality and appropriateness. Given the unique nature of the
advertising agency, with their focus on creative outputs (Polonsky and Waller,
1995), and the fact that agency structures have evolved to develop successful and
acceptable creative ideas (Beverland, Farrelly, and Woodhatch, 2007; Hirschman
1989; Johar, Holbrook, and Stern, 2001), this is an area that has the potential to
provide significant practical insight.
The advertising agency has developed a unique organisational structure
that supports creative output (Evans, 1973; Helgesen 1994). As creative
advertising is purported to enhance the success of the organisational brands which
comprise their clientele (Buzzell, 1964; Tippins and Kunkel, 2006), agencies are
sought after for, and consequently dependent on, their capability to generate
creative ideas (Hackley and Kover, 2007; West, Kover, and Caruana, 2008).
Additionally, creative success provides a key factor in promoting their capabilities
to current and future clients (Helgesen, 1994; Polonsky and Waller, 1995; Tippins
and Kunkel, 2006). Creative advertising combines strong originality elements in
order to grab and maintain the attention of the audience (Dahlen, Rosengren, and
Torn, 2008; Goodstein, 1993; Pieters, Warlop, and Wedel, 2002), as well as
elements which meet the strategic goals of the client in promoting the differential
advantage of their brand (Smith, Chen, and Yang, 2008). However, there are
many factors from a structural perspective that can enhance or curtail the
originality or appropriateness of the final output.
At the most simple level, structure can be seen as a function of complexity,
formalisation, and centralisation (Ford and Slocum, 1977; Lawrence and Lorsch,
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1967), or alternatively, dimensions of size, age, and power distribution (Mintzberg,
1973). It is not uncommon for advertising agencies to match their internal
structures with those of their leading client base (Beverland et al, 2007;
Hirschman, 1989; Horskey, 2006; Kover and Goldberg, 1995; von Nordenflycht,
2011), thereby importing and overlaying these contextual elements across their
organisational boundaries. The focus of this paper is on understanding a range of
structural influences from the perspective of how an advertising agency
formulates and ‘fits’ its agency-side response to client-side variables, and the
subsequent influence these structural responses have on commercial creative
outputs.
The creativity of campaigns is one important dependant variable to predict,
but it is also important to determine the “flavour” of that creativity. There is a
strong body of literature focused on understanding and measuring creativity as a
construct (Ang, Lee, and Leong, 2007; Ang and Low, 2000; El-Murad and West,
2004; Goldenberg, Mazursky, and Solomon, 1999; Guildford, 1950; Smith, Chen,
and Yang, 2008; Till and Baack, 2005; Torrance, 1974). Creative advertising is
now generally recognised as containing two key components, i) originality, and ii)
appropriateness (Amabile, 1996; Ford, 1996; Kasof, 1995; Kilgour and Koslow,
2009; Mumford and Gustafson, 1988; Mumford and Simonton, 1997;
Routhenberg and Hausman, 1976; Runco and Charles, 1992; Runco and Jaeger,
2012).
In the case of advertising, appropriateness is often referred to as being ‘on’
brand strategy (Hirschman, 1989; Kilgour and Koslow 2009; Koslow, Sasser, and
Riordan, 2003; Sasser and Koslow, 2008). Moreover, there is often a trade-off
between originality and strategy in that some ideas may be more original and less
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appropriate, or less original and more appropriate, and still be considered equally
creative (Kilgour and Koslow, 2009). To understand the effect of structural
elements on those original or strategic “flavours” of creativity, the authors also
predict originality and strategy themselves.

AGENCY-SIDE RESOURCE RIGIDITY VARIABLES
The management literature is replete with articles discussing the
importance of factors that drive creativity in individuals or organisational contexts
(Baughman and Mumford, 1995; Ford and Gioia, 2000; Leonard and Swap, 1989;
Mumford and Simonton, 1997; Mumford, Whetzel, and Reiter-Palmon, 1997;
Ohly, Sonnentag, and Pluntke, 2006; Rasulzada and Dackert, 2009; Redmond,
Mumford, and Teach 1993; Scott and Bruce, 1994; Skilton and Dooley, 2010;
Unsworth 2001; Woodman, Sawyer, and Griffin, 1993; Zhou and Shalley, 2008).
Creativity is not only embedded in the behaviour of the individual and their
interactions with others, but also in climate, structure, and the organisation culture,
which surround the creative act (Mumford and Simonton, 1997). However, while
there are many streams of research in this area focused on internal processes,
cultural and climatic variables, few discuss the importance of structural and
institutional elements that support or impede creative and innovative activity
(Arad, Hanson, and Schneider, 1997; Kolb 1992: Mumford and Simonton, 1997;
Olson, Slater, and Hult, 2005; Thornburg, 1991; Woodman et al, 1993).
From the agency side, one of the most fundamental controllable
elements that is likely to have an effect on the creative output are the human
resources allocated to the advertising account (Davies and Prince, 1999;
Thornburg 1991). Creativity is a highly complex behaviour at both individual and
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organisational levels (Csikszentminhalyi, 1996; Runco and Sakamoto, 1999;
Unsworth 2001; Woodman et al, 1993; Zhou and Shalley, 2008).
In general, the organisational literature holds that the higher the
complexity of the task requirements the greater the number of specialised
resources allocated to information processing (Hage and Aiken, 1969; March and
Simon, 1958; Perrow, 1967; Thompson, 1967), and increased use of integrative
devices between these differentiated units (Aiken and Hage, 1968; Daft, 2007; Ito
and Petersen, 1986; Lawrence and Lorsch, 1967). From this perspective, structure
is commonly viewed as a combination of the interplay between functionally
distinct and interdependent units, and in terms of composition and the size of the
team (Finklestein and Hambrick, 1996). Specifically, the degree of functional
depart mentation, or specialisation, is known to coincide with incentives that
promoted functional goals over organisational strategy (Amabile, 1998;
Finklestein and Hambrick, 1996; Glick, Miller, and Huber, 1996). So the authors
expect both the size of the team allocated to the creative process and the
functional type of team member to have an effect on the originality and
appropriateness of the creative output.
Rather than looking at total size of the team, relative size is a more
appropriate measure of comparison given that larger accounts generally demand
more resourcing due to scope and scale factors such as multiple brands and larger
campaigns (Davis and Prince, 1999; Horskey, 2006). Weilbacher (1990) briefly
commented that account team size and composition varied little in relation to the
amount of billings, and that agency management approaches to resourcing
accounts were based more on industry category. Beyond that, there is currently
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no research on how the relative size of the agency team assigned to an account
effect creative outputs.
In many group settings where the focus is on developing appropriate
solutions, more people will lead to increased output, although at a reduced rate of
incremental improvement to such output (Latané and Wolf, 1981). However in a
creative setting, as one is seeking divergent as well as appropriate outputs, there
are a number of factors that mean more people may result in less original
outcomes. As Klein notes (1990, 66) “the more people there are who must
evaluate an idea, the more points of view have to be accommodated, and the more
rational and one-dimensional will be the result”. In organisational settings that
actively pursue innovation, teams are considered optimal when comprised of
between four to ten individuals with personal characteristics disposed towards
creativity (West, 1997).
Subsequently, in relation to the size of the agency campaign team and its
effect on originality in a creative setting, there may be an optimal level that is
achieved at a relatively low number of people (Rickards, 1974). This is due to the
effects of functional fixedness (Ford, 1996; Hecht and Proffitt, 1994: Marsh,
Landau, and Hicks, 1996; Wiley, 1998), satisficing (Simon, 1956), and destructive
conflict (Pelled, Eisenhardt, and Xin, 1999), on the acceptance of divergent
outputs. However, in relation to appropriateness the authors expect that these
same effects will result in an increase of ‘on strategy’ ideas. More input from a
range of people is likely to increase fixation and satisficing which will result in
the focus and acceptance of ideas that meet the objective strategy based criteria.
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H1A: The greater the number of agency staff involved in a campaign the
higher the campaign originality.
H1B: The greater the number of agency staff involved in a campaign the
higher the campaign strategy.

Not only will the relative number of people assigned to an account be
posited to have an influence on outputs, but the type of agency personnel is also
likely to have an effect (Burmingham and West, 1995; West and Anderson, 1997).
Since the two predominant groups that are assigned to an account are creatives
and account executives (Evans, 1973; Hackley, 2000; Morais, 2007), this paper
looks at how the relative number of people assigned from these two groups, as
well as all the other groups in total, effect originality and appropriateness.
Given that advertising creatives have strong divergent thinking expertise
and a preference for original ideas (Kilgour and Koslow, 2009; Koslow, et al,
2003; Kover, Goldberg, and James, 1995), it would be expected that more creative
staff should increase the originality of the campaign. Functional fixedness and
satisficing should not be an issue as research indicates that creative personnel
overcome this issue by using strong internalised divergent thinking techniques
(Basadur, Graen, and Wakabayashi, 1990; Brophy, 1998; Brophy 2001; Kilgour
and Koslow, 2009). Their acceptance of, and focus on, originality reduces the
propensity to satisfice in relation to less original outputs. Indeed research has
found that if respondents are able to focus on inconsistent information, or the use
of analogies and metaphors, it results in more original ideas (Baughman and
Mumford, 1995; Mumford, Baughman, Maher, Costanza, and Supinski, 1997).
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H2: The greater the number of creative staff involved in a campaign the
higher the campaign originality

As the role of account executives is not to generate creative ideas but to
act as the liaison between the client and the creative team, maintain the agencyclient relationship, as well as providing research and information where
appropriate (Arens, 1999; Hirschman, 1989; Koslow et al, 2003), it would be
expected that they would not have a direct effect on the originality of the ideas
(Mumford, Baughman, Threlfall, Supinski, and Costanza, 1996). That is, account
management tends towards goal-directed behaviours. Indeed, studies would
support the contention that goal-based representations may result in existing lines
of reasoning that are not suitable for original solutions (Ford, 1996; Mumford,
Baughman, Supinski, and Maher, 1996; Wiley 1998). This means that account
executives, with an explicit role mandate centred on client relationship
management and realising research findings, are expected to assist in focusing the
creative team on ensuring the campaign is on strategy (Michell, 1984).
Subsequently, more account executives should result higher levels of
appropriateness (Beverland et al, 2007; Hirschman, 1989).

H3: The greater the number of account executive staff involved in a
campaign the higher the campaign strategy.

In relation to the impact of additional team members from other functional
areas e.g. account planning, research, media buying, research has found that more
functional diversity within a team commonly results in an increase in the number
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of different ideas available for selection (Sethi, Smith, and Park, 2001). However,
this diversity is posited to come at a cost to decision-making processes (Anacona
and Caudwell, 1992; Pelled et al, 1999). Sethi et al (2001) note that when
decision-making processes are compromised, information processing within
groups tends to the algorithmic at the expense of the heuristic-processing that is
necessary for divergent thinking (Amabile, 1996). In their study of 141 crossfunctional teams (with a mean of 6 functional areas per team) no significant
results for functional diversity were found for innovation. Consequently, Sethi et
al (2001) were unable to conclude whether there is an optimal threshold for
functional diversity. Although, Sethi et al (2001) measured novelty and
appropriateness separately using the scale items from Besemer and O’Quin,
(1986), they only reported their findings for the composite measure of
innovativeness. Assuming a trade-off between originality and appropriates holds
(Kilgour and Koslow, 2009), then any factor that leads to an increase in
originality will come at the expense of strategy, and thus:

H4a: The greater the number of unique functional areas involved in a
campaign, the higher the campaign originality.
H4b: The greater the number of unique functional areas involved in a
campaign the lower the campaign strategy.

CLIENT-SIDE VARIABLES
In the agency setting, variables related to the client are likely to have a
significant impact on creative outcomes. The success of the advertising agency is
dependent on their ability to satisfy the promotional needs of the client (Henke,
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1995; Wackman and Salmon, 1986). One unerring tension in the agency-client
relationship is the trade-off between originality and appropriateness in the creative
idea development process, and potential differences in emphasis on these two
elements between the client and the creative team (Hirschman, 1989; Murphy and
Maynard, 1996).
Creative personnel have a focus on original content (Koslow et al, 2003;
Kover et al, 1995) and although they aim for the ideal of original and appropriate
work, they are sometimes unhappy if the client’s insistence on strategy elements
and evaluation research interferes with their creative work (Hirschman, 1989;
Koslow et al, 2003; Kover, 1995; Sutherland, Duke and Abernathy, 2004; West et
al, 2008). Clients on the other hand are usually much more knowledgeable and
focused on the brand strategy, and in some cases are far less likely to accept
highly original work that they deem as more risky (Hirschman, 1989; West et al,
2008; Young, 2005). This is however not a straightforward relationship as it is
potentially moderated by a number of factors (Oster, 1982; West, 1999).
The acceptance of original work has been observed as differing
between different types of clients. One variable that impacts the client acceptance
of different types of creative work is client size (Sasser, Koslow, and Kilgour,
2013). From an agency perspective smaller clients are viewed as being more
likely to accept highly original work than large clients (West, 1999). There are a
number of potential reasons for this. First, small ‘chip shop’ clients are likely to
have less specialist promotional expertise within their organisations and therefore
are more likely to accept what the agency proposes (Davies and Prince, 2005; von
Nordenflycht 2011). Secondly, smaller organisations are more likely to be
underdog, or new brands, and therefore their promotional objectives will be more
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focused toward awareness rather than the brand and behavioural reinforcement
objectives required by dominant brands in the market (Al Shuaili, Koslow,
Kilgour, Sasser, and Ang, 2015). For larger organisations, the cost of innovation
becomes more difficult to accept given that it disrupts existing systems (Oster,
1982; Rodgers and Adikurya, 1979).

H5A: Increases in client size will result in lower levels of campaign
originality.
H5B: Increases in client size will result in higher levels of campaign
strategy.

Another factor that is likely to influence the creative output is the
longevity of the relationship (Davies and Prince, 1999). For originality, in a reconceptualisation of their Performance Theory, Davies and Prince (2005) propose
that the development of ties between the agency and the client maps to an inverted
U shape as the relationship fosters trust. This increase in trust and understanding
between the two organisations can coincide with a normalisation effect that
reduces agency independence and increases behaviour that aligns with the client
organisation. Finklestein & Hambrick (1996) note that under a range of conditions,
as longevity of a situation develops, then commitment to a paradigm increases and
originality decreases. These inertial effects stick knowledge rigidly in place
(Gilbert, 2005; Leonard-Barton, 1992; Szulanski, 1996; Von Hipple, 1994). In
advertising, such institutional effects generally require an exogenous shock, such
as revenue or sales decline, to provoke a change in advertising strategy on the
clients’ part (Beverland et al, 2007; Michell and Sanders, 1995; Oster, 1982).
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In relation to strategy, a long relationship is indicative of brand success. A
significant body of research shows that past success leads to a single-minded
perspective, that while helpful in situations that require group collaboration, such
as in overcoming problems, can be detrimental when environmental change
requires different strategies (Audia, Locke, and Smith, 2000; Bandura, 2000;
Cheong, De Gregorio, and Kim, 2014; Goncalo, 2004). In an agency setting, the
agency is more likely to do safe similar creative work that does not disrupt the
existing brand positioning and is therefore less original, and over time, also less
appropriate given environmental change. Indeed research has indicated that past
success often causes groups to think more narrowly even under situations where
the environment has changed (Goncalo, 2004; Mayer, 1992, Tushman and
Romanelli, 1985). Of course at some stage environmental change will eventually
force a change in brand strategy. Underperformance will lead to the need to
undertake more risky alternatives (Fiegenbaum and Thomas, 1988; West, 1999),
but this will be an infrequent occurrence.

H6A: The longer the relationship between the agency and the client, the
lower the campaign originality.
H6B: The longer the relationship between the agency and the client, the
lower the campaign strategy.

ENACTMENT VARIABLES
Enactment variables are a reflection of how the campaign played out, as
perceived by the agency staff that developed it. One of the issues in the client
agency relationship is the ambiguous, unequal, and differing types of power of the
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two groups (Hirschman, 1989). While the agency has knowledge power due to its
specialist expertise, their staff are restricted by the necessity to produce work that
will be accepted by a client with less expertise in the area of divergent thinking.
This may lead to perceptions from agency personnel of inferior work being
accepted for the finalised campaign. Whilst agency staff may have a preference
for a campaign treatment that is higher in both originality and strategy, this does
not mean that the agency’s ‘first choice’ of work will be accepted by the client
(Hirschman, 1989); a fact that agencies appear well aware of (West, Kover, and
Caruana, 2008). The inability to have their first choice campaign accepted by the
client has implications for optimising structures, relationship processes, and how
to motivate creative personnel within agencies.
Two points are therefore of interest; first, what percentage of first choice
work is used by clients? This is an indication of the ability of the agency, and the
relationship processes and structures, to understand and sell ideas to the client.
Second the perception by the agency on the creativity of their first versus
subsequent choices.

H7A: Agency staff will consider their first choice work for the campaign
to be more original than their less preferred choices.
H7B: Agency staff will consider their first choice work for the campaign
to be more strategic than their less preferred choices.

METHOD
Agency personnel were surveyed as they have the most accurate
knowledge of the structural and institutional elements for the campaigns they
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develop. The authors started by inviting twenty highest billing full-service
agencies in each of the primary markets for advertising production in Australasia:
Sydney, Melbourne and Auckland. This sampling frame represents large agencies,
with an estimated catchment of 75-80% of total advertising billings for the
respective advertising markets that they serve.
In total, 31 agencies agreed to participate in the study, with respondents
from 11 agencies in Sydney, 10 from Melbourne, and nine in Auckland. The
majority of these agencies were Australasian offices of international agency
networks. With the permission of their executive management, advertising
practitioners from across the role-function spectrum were invited to complete a
quantitative survey instrument focusing on up to three campaigns. Data were
analysed from 186 agency staff, with 24.2% of respondents from creative roles
and the rest from account management. This supplied a usable data sample of 557
campaigns, stemming from a wide variety of accounts, categories, and embedded
industries.
A range of educational, age, experience, and hierarchical levels were
represented in the respondent data. The sample was well educated with 40.8% of
the sample stating undergraduate as their highest degree, and an additional 28.6%
having a graduate degree as their highest. The modal age was 25-34 years and
52.8% of the sample was within that bracket, and another 29.8% in the 35-44 year
age bracket. The proportion of the sample with experience with three or more fast
moving consumer goods, retail, financial services or automotive campaigns were
67.7%, 63.8%, 56.6% and 49.6% respectively. The proportion of respondents
reporting personal experience for three or more campaigns using newspapers,
outdoor, TV, digital or radio are 85.6%, 85.6%, 82.9%, 79.4%, and 72.9%
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respectively. Some 30.3% describe themselves at intermediate ranks, 29.8%
describe themselves at senior ranks, 13.5% at director level and 17.7% at even
higher ranks including 3 CEOs.

Dependent Measures
Measures of Originality and Appropriateness (referred to in the agency
context as ‘On Strategy’) were employed following the scales derived by Koslow,
Sasser, and Riordan (2003; 2006). Each scale consisted of four items, measured
on a 7pt Likert anchored ‘strongly disagree (-3) to ‘strongly agree’ (+3), with a
neutral midpoint labelled (0). Items for both scales rooted off the verbal stem
“Compared to other advertisements/campaigns, this advertisement/campaign
was…?”
Factor analysis confirmed the separate structures of Originality and On
Strategy measures, with all items loading as expected on the two constructs.
Factor loadings ranged from 0.73 to 0.9, with the total explanatory power of the
model R2 = 70%. Cronbach alphas were .90 and .80 respectively for Originality
and On Strategy. Following the factor analysis of the dependent variables, the raw
items of Originality and On Strategy were added to form single item measures for
dependent measures and these were then scaled and centred.

Independent Measures
Single item scales were developed for measures of variability in agency
staff resourcing of accounts (hypotheses H1A, H1B, H2 and H3). Items for these
scales were rooted off the verbal stem “Compared to the average account, there
were more agency staff/creatives/account executives assigned to this account than
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would normally be assigned to an account of this size”. For H4A and H4B, an
open ended question was used to determine the number of functional areas that
were assigned to each campaign.
In order to gauge whether agency staff perceived any institutional
influences stemming from the relative importance of the client to the agency, three
levels of client size estimates were prescribed for H5A and H5B. Respondents
were asked “for your agency, was the client large (L), medium (M), or small (S)?”
An open question for H6A and H6B ask respondents to state how long their
agency had worked with the client in years and months.
Single binary yes/no responses were requested for the two enactment
variables ‘did the client use the campaign’ and ‘was this your first/primary choice
of creative work for this account’ (H7A and H7B). A single binary yes/no
response was also employed as a control measure to determine if the agency was
paid on a performance basis.
All independent and dependent measures were mean-centred and scaled
prior to entry into the regression analysis (Aiken and West, 1991; Cohen, 1978;
Marquardt, 1980)

RESULTS
Hierarchical Linear Regression models were developed using the
Restricted Estimation of Maximised Likelihood Mixed Procedure (REML). This
procedure controls for extreme responses and yay-saying biases by treating
individual differences as random effects, thereby eliminating concerns for
common-methods variance in the procedure (Podsakoff, MacKenzie, Lee, and
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Podsakoff, 2003). All of the statistical analyses were conducted using the
Statistical Analysis System (SAS) package.
To extend the analysis, a modified Cobb-Douglas production function was
used construct a third dependent measure – Creativity – from its conceptual
components of Originality and Strategy. Derived measures of advertising
creativity have previously been reported by Koslow, Sasser and Riordan (2003;
2006). The Cobb-Douglas production function is an established methodology in
economics for combining two inputs into a single output variable (Zellner,
Kmenta, and Dreze, 1966). This derived measure is high only when both strategy
and originality are high, and as such, is another functional form of creativity
(Sasser and Koslow, 2008).
Within the sample, the control measure for Pay for Performance had a low
number of observations (n=50) and subsequently was removed from further
analysis. It was, however not significant in any model. Likewise, the measure of
whether or not the client used the campaign was even more skewed with only 24
campaigns not used. This measure also failed to demonstrate significance and was
also dropped from the analysis. For the remaining variables, all interaction effects
were made available for stepwise selection. Although the authors attempted to set
the hierarchy for analysis to be first city, then agency, then role within agency
(e.g., account versus creative), and then individual, only the individual differences
were found to be significant, and thus was the only grouping variable used.
The HLM converged in a single iteration, with good fit estimates. The
HLM method explicitly estimates the effect of individual differences as a random
variable. Individual differences were significant for all three models, at less than
p=0.0001 level for Strategy, p=0.05 for originality, and p=0.0003 for the derived

92

Creativity measure. Only significant results are included in the final models,
which are presented in Table 2 below.

Table 2. HLM Solutions for Fixed Effects on Strategy, Originality and Creativity
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Hypothesis One posits that an increase in the agency staffing resources allocated
to campaign development will have a positive effect on the levels of Originality
and Strategy for the end product. Hypothesis 1A for Originality was supported
(p=0.0024), but support for a direct effect on campaign Strategy was not
significant; H1B was not supported. However, a strong and significant interaction
(parameter 0.25, p=0.009) was found between groups (creatives and account
management resources) and their relative group perceptions of strategy.
Interaction effects were graphed following the procedure outlined by Cohen and
Cohen (1983) whereby Z values are fixed at one standard deviation above and
below the mean (c), and are presented in Figure 2 below.

Figure 2 - Interaction of Functional Area * Agency Resourcing on Campaign
Strategy
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Agency Staff Resources Allocated to Campaign
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Hypothesis Two theorised a positive effect for the number of creative
personnel on campaign originality and the hypothesis was supported (p<0.0001).
Hypothesis Three analysed the impact of number of account management staff
which was hypothesised to have a positive effect on strategy. The effect was not
significant and hence H3 was not supported and as a consequence was dropped
from further analysis. Subsequently, these results support the conclusion that an
increase in the number of agency staff resources stemming from the Account
Management function does not in itself contribute to the quality of campaign
strategy.
Classical organisational theories suggest that increased functional
differentiation can be anticipated under increased environmental complexity and
task difficulty (Miller, 1986; 1992) leading to Hypotheses Four that representation
of more specialised functional areas within a campaign team will have direct
effects on Originality H4A (positive) and Strategy H4B (negative). The effects
were not significant and hence no evidence was found in the lower-order effects to
support either H4a or H4b.
Hypotheses Five, Six, and Seven addressed the impact of the client context
upon campaign development. H5A and H5B assessed whether the size of the
client relative to the agency’s portfolio of clients influenced the originality and
strategy of campaigns. H5A was supported, with similar and sizable effects on
originality for medium and large clients (-0.45, p=0.001; -0.4557, p=0.0005) in
comparison to small clients. H5B was not supported indicating between group
differences were not evident for the strategy measure.
H6A re-visited findings in literature (Oster, 1982; Buchanan and Michell,
1991; Davies and Prince 2005) which indicate that after an initial period of
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creative output the relationship between Client-Agency might endure but at a cost
to originality. No support was found for this hypothesis. In contrast H6B, that the
quality of strategy will be negatively related to the length of the Client-Agency
relationship, was supported (p=0.0014). Hypotheses 7 presented a further
examination of the effect of Client-Agency relationship but from an output angle.
Results found that 63.4% of the work used by clients was considered by the
advertising practitioners to be their preferred creative work for the campaign. In
relation to hypotheses 7A and 7B which analysed whether agency staff considered
their first choice work for the campaign to be more original and on strategy the
parameters were considerable and highly significant (p<0.0001). The final path
model is illustrated in Figure 3 below.

Figure 3 - Hierarchical Linear Model
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Effects on Creativity
A further examination of the data regarding perceptions of an overall
creativity measure

was

added

as

per

Andrews

and

Smith’s

(1996)

recommendation. Significant positive one-way effects on creativity were found
for total number of agency staff, and primary choice of creative work. Significant
negative one-way effects on creativity were found for length of the relationship
and client size. A second interaction effect was also indicated for the application
of more specialised areas to the campaign, and is illustrated in Figure 4 below.

Figure 4 - Interaction of Functional Area * Functional Differentiation on
Campaign Creativity
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SUMMARY AND IMPLICATIONS
The results illustrate that it may not be a simple matter of increasing staff
resources that are attached to an account in order to develop more creative work.
When looking at total number of agency staff there was a positive effect on both
the perceived originality and creativity of the campaign, but delving into the detail
in relation to the type of personnel it would appear that this may be driven by the
finding that increases in creative personnel drove increases in originality. More
account executives did not appear to result in work that was perceived as more on
strategy. This is perhaps not surprising in that once the strategic requirements are
determined, additional resources will add little to the creative idea generation
process, perhaps even drawing attention away from the task specification and
towards consensus building (Brehmer, 1976; Walsh and Fahey, 1986). However
developing divergent highly original ideas is a more complex process and
increases in creative personnel with their ability to jump domains of knowledge
should add further diversity of ideas as well as support in terms of weight of
numbers once those ideas have been developed.
An interesting interaction for strategy was found that indicates between
group differences for perceptions for strategy for the functional specialised areas
of Creative and Account Management when the number of agency staffing
resources allocated to the campaign is increased. Account managers perceive an
increase in strategy when there are more staffing resources allocated to the
campaign, in contrast, creative team staff held a counter-attitudinal position that
more staff involved in the campaign development process was destructive for
campaign strategy. This is an indication of different perceptions of strategy
between the two primary functional areas within an agency working on a
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campaign, which may be a basis for conflict between the two groups. This is
probably a reflection of the primary roles they play within the campaign
development process.
The fact that creatives indicated that increased people involved in the
process drastically reduces strategy may reflect the problem with creative
evaluation in that the creative develops an idea that is a divergent combination,
which they themselves as the idea generator will see as creative, but adding more
people to the account makes it more difficult to sell that idea to a greater number
of people. Alternatively, creatives may view the selected strategy as a social
construction founded in the wrong domain of attention (Walsh and Fahey, 1986),
and thereby misaligned with the target market.
It was anticipated that adding additional functional areas to an account
would add diversity and increase originality at the expense of campaign strategy,
however, this effect was not supported. This may be attributed to the fact that it is
the creatives and the account personnel who have the most influence on the
development of the final campaign idea (Evans 1973). Additional research is
required to look into issues of social identity and their impact on idea
development processes in creative teams.
Considering both interactions, creatives may view any additional incursion
into their domain of influence to be detrimental. Adding more people with
different functional backgrounds to the structure of the campaign team may be
injurious to the development of creative advertising if the origin of these functions
is to bring additional structure and control to the advertising development process.
Such functional representation may swing power towards ‘management practice’
over ‘creative practice’. Whilst the illusion of a controlled creative process may
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be attractive to clients (Michell, 1984), agencies would be well advised to avoid
loading their campaign staffing with a wider functional representation, as the extra
resources clearly lead to more routine idea development (Gilbert, 2005).
Results support the contention that larger clients equate to less
original work, at least in respect to a difference between small accounts and
medium or large accounts. At the same time larger clients did not appear to
equate to higher perceived levels of strategy. There are many factors that may be
driving this effect, it may be due to the smaller budgets meaning smaller clients
have a greater risk tolerance, or as noted in research by Smith (2006) smaller
clients may provide access to senior managers allowing quicker, and less strata of,
approval. Alternatively, it may be driven at least in part by the greater freedom
that smaller clients provide to the creative team, as larger clients inevitably bring
with them more mechanisms for ensuring creative ideas are on strategy. However
the lack of a significant effect in relation to on strategy would counter this
argument. Indeed it was expected that larger clients would bring with them more
sophisticated procedures for ensuring appropriateness such as increased levels of
sign off and research such as copytesting procedures, but this should have resulted
in a trade-off of decreases in originality for appropriateness. Instead smaller
clients are perceived to receive more original work without a loss of
appropriateness.
It was expected that longer relationships would lead to lower levels of
originality and strategy. This was found for strategy but not originality which may
be a reflection of the research question where agency perceptions of what was an
original idea in the past will still be viewed by them as original even if changes
are needed. Great creative ideas are still, in the eyes of the agency that created
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them, great four years later; they may not still be strategically appropriate.
Agencies face an interesting dilemma in that their past creative success means
they are able to develop stable and cohesive relationships, but eventually these
relationship aspects may lead to a lack of brand renewal and in conditions of rapid
environmental change will mean the client may eventually begin to look for a new
agency.

Implications for Practice
Ideas, both strategic and original, can be welcomed differentially by
clients. Neither is immune to being overlooked due to inertia, satisficing, or other
cognitive barriers. Agencies may be advised to take a deep breath and brass up
when it comes to resourcing; sometimes less is more. Whilst pro-activity in the
form of building relationships and credibility through increasing clientmanagement contact might appear to deliver valued service to the client
(Beverland et al, 2007), the authors note a distinct lack of any strategic campaign
benefit derived from such activity. A better approach might be for agencies to
sometimes overlook the use of more specialised functions such as account
planning and instead increase creative service levels when differentiating work is
required (Unsworth, Wall, and Carter, 2005). Gross’s (1972) seminal argument
was for increasing the pool of ideas available for selection. Further, account
management need not have the exclusive mandate on strategy development,
particularly if the strategic logic no longer fits the client environment. Clients may
be more risk-seeking than agencies perceive, or are seeking more potential options
in order to overcome competitive dynamics (Beverland et al, 2007). If agencies
chose to simply respond to client requests – enacted through the structures
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agencies adopt for each account – then agencies are trading opportunism for the
opportunity to provide truly satisfying service to their clients through their
expertise in both strategic and original idea generation.
As mythic figure Don Draper explains to his team (Strutton and Taylor,
2011), the agency may be less vulnerable to a breakdown in the agency-client
relationship if they can demonstrate that the agency has the capability to do more
strategic or original work as and when it is required. As it stands, that agencies
can have as much as 65% of their first-choice of work accepted by the client
illustrates that agencies wield significant influence.

Limitations and Areas for Further Research
Additional work is needed to get client-side views of the effects of these
structural elements. But, attaining matched data from the client-side is more
easily said than done. Instead, this research focused on the advertising agency as
the unit of analysis for agency personnel are arguably the most knowledgeable
about the constructs under analysis. Clients may have a different view as to the
creativity of the outputs, although given these are campaigns that have been
through evaluation processes as part of the client-agency process, and the majority
were accepted, this difference is likely to be minimal. As work by Amabile (1996)
has pointed out, a consensual measure of creativity has found to be a strong
normative measure.
Further research is needed to look into how environmental factors
influence the desirability of the different effects. This is a potential problem in the
creative process as research by Gilbert (2005) indicated that in a situation of
uncertainty, additional resources are added alongside greater procedural controls
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on those resources, the results being more appropriate but less original work.
However, appropriate outside influence, such as a client’s willingness to explore
strategic and original ideas (Koslow et al, 2006) has been found to reduce
structural rigidity and also reduce regime rigidity (Gilbert 2005).
This paper scratches the surface in terms of how structural elements
influence originality and appropriateness and much more research is needed to
look into the environmental and behavioural conditions that moderate these
effects. Factors such as openness to accept ideas, stage of the product life cycle,
and processes for conflict resolution, are areas that will moderate the effect of
structural elements and more research is needed.
This article was the first to look at how structural elements influence
creativity. The agency client relationship in the advertising industry has evolved
and is continuing to evolve, and understanding these elements is crucial to
attaining the best creative outcomes. While many factors were found in this paper
to have significant effects, in the majority of cases ideas that were perceived to be
the most creative made it through the evaluation process. This would indicate
strength in the overall agency model in integrating the requirements of the client
with those the agency in order to generate creative work. In this respect the
structures appear to be largely working.
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Chapter Four: Absorptive Capacity in Creative
Advertising Development.
ABSTRACT
Although many scholars have discussed the value of absorptive capacity,
the construct is not well operationalised at a mechanical level. This research seeks
to operationalise these constructs in advertising agencies and thus focuses on how
internal organisational dynamics influence the absorption of knowledge. The
internal dynamics examined include account team cohesion and personal frictions.
Two sources of knowledge are also examined, consumer research and formal
testing of advertising campaigns. Subjects include 187 advertising employees
from major advertising agencies in Sydney, Melbourne and Auckland, reporting
on 557 campaigns. This research shows that in some organisational settings
absorptive capacity is clearly expanded to improve the quality of work agencies
produce. However, there are other situations where the work changes in character,
shifting from more original to more strategic (and vice versa) rather than improve
in quality.
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To understand how to manage the creative development process, one
useful framework may be absorptive capacity (Cohen and Levinthal 1989). This
concept seeks to explain how some firms uptake external knowledge better than
others to become more innovative. Previously, knowledge was thought of similar
to radio broadcasts such that anyone who purchased a radio could listen in and
learn (see Lane, Koka and Pathak 2006). Instead, firms need to develop processes,
policies and procedures to facility the sharing of knowledge internally (Cohen and
Levinthal 1990). Within this tradition, prior research a shown that using external
knowledge has organisational costs including time-lags before absorption can be
observed (Schildt, Keil and Maula 2012) as well as trade-offs in efficiency and
adaptability (Weigelt and Sarkar 2012).
However, the difficulty with the absorptive capacity concept is that it is
not well operationalised at a mechanical level (see Lane, Koka and Pathak 2006),
and little research has focused on elaborating the details of how groups source and
share knowledge. In contrast, many models have been developed to describe how
individuals process externally obtained information, and these range from the
early models of short and long term memory to peripheral and central processing.
This individual-level progress is possible because these effects are the direct result
of uniform mental architecture among humans. Less progress has been made in
operationalising the absorptive capacity concept within groups because the
architecture of information absorption is not well specified and needs to be
explored.
To apply the absorptive capacity concept at the mechanical level, this
research considers the dynamics of how external information influences the
quality of creative work produced by advertising agencies. Although absorptive
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capacity is usually discussed in an innovation context, one should still be able to
use the concept to understand creativity because of the role creativity plays in the
innovation process. For example, tracer studies of innovation (see Rogers 2003)
show that innovation is series of technical problem solving activities (Hage and
Hollingsworth 2000) punctuated by a few large advancements or “lighting strikes”
of creative ideas (O’Connor and Rice, 2001). That is, innovation is the successful
implementation of creative ideas (West, Sacramento and Fay 2006).
Advertising agencies have two specific “windows” through which external
information formally enters: 1) consumer research and 2) copytesting (Koslow,
Sasser and Riordan 2006; Sasser and Koslow 2008). The former window of
information is often part of the “brief” a client gives an agency at the beginning of
the advertising development process and, together with the strategy, consumer
research largely sets the context for the creative problem solving that the agency
will address. In contrast, copytesting sets a solution frame for what is supposed to
be achieved in terms of affect, memory or persuasion effects of advertising,
although sometimes agencies can fine tune their work based on copytesting scores.
Successfully applying the absorptive capacity concept means showing how group
level dynamics moderate how consumer research and copytesting influence the
quality of the advertising produced.
The core issue to be examined is how characteristics of the organisation
influence how well this information improves the quality of work produced, and
two important dimension may be group cohesion and friction.
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THEORY DEVELOPMENT
The absorptive capacity concept was first introduced by Cohen and
Levinthal (1989) to explain how some firms are capable of up-taking external
knowledge better than others to become more innovative. Over a series of three
papers (1989, 1990, 1994) Cohen and Levinthal outlined an evolving and rich
theoretical model that leading organisations are not passive absorbers of
knowledge, and must actively seek new external knowledge in order to create new
knowledge and “do something quite different” (1989, p. 570).
Absorptive capacity relates to a firm’s ability to utilise externally-held
knowledge through an iterative sequence of three processes: recognising valuable
new information through exploratory learning; assimilating valuable new
knowledge through transformational learning; and using this knowledge to create
new knowledge (Lane et al, 2006). Like creativity, investments made in
developing absorptive capacity appear to have significant returns in kind, and are
more than just ‘additive’ in dimension (Sternberg and Lubart 1996).
Schumpeterian in flavour, Cohen and Levinthal’s (1989) initial concept
challenged the long-held economic traditions of Nelson (1959a; 1959b) and
Arrow (1962) that considered all available information to be incorporated within a
public domain. Consequently, organisational learning - conceived of as a mimetic
knowledge acquisition process - simply required gaining familiarity with a source
material, and the costs of doing so were only realised in the direct and immediate
term.
In contrast, Cohen and Levinthal (1989) demonstrated that investment in
R&D have a by-product effect beyond the simple conception of ‘learning by
doing’. That is, R&D units don’t just conjure innovation out of thin air. Tasked
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with the function of introducing and inducting ‘newness’ to an organisation, R&D
units either import knowledge from elsewhere, or build on what already exists
internally. But there is an additional benefit; such intimate knowledge of a domain
and field of activity makes it easier for vested firms to recognise potential value in
the external environment and make use of it.
This second function was not recognised in the field of Industrial
Economics at the time because the costs of R&D were assumed to be immediate.
Concurrent with the emerging Resource-based View (RBV) of the firm (Barney
1991; Wernerfelt 1984), Cohen and Levinthal’s principal challenge noted that
without a prior investment in acquiring a relevant body of knowledge, firms could
not realise the additional benefits of R&D activity.
More recent conceptions of absorptive capacity have further enriched this
view. Building search and knowledge acquisition technologies requires more than
just employing ‘creative’ people, or acquiring innovative companies (King and
Anderson, 2002). Instead, firms need to develop complementary processes,
policies, procedures, network mechanisms, and knowledge orientations to facility
the absorption of knowledge internally - that is, learning from and using external
knowledge has costs beyond those of acquisition (Elmquist and Segrestin 2007).
Although many have written extensively on the absorptive capacity
concept, one of the remaining challenges is specifying what those mechanisms
look like on an interpersonal level (Huber 2006). Lane et al (2006) suggest it
depends on the organisation’s ability to share knowledge and communicate
internally. However, they still do not specify a mechanism. Jansen, Van Den
Bosch and Volerda (2005) suggest that socialisation and connectedness may play
a role, but they again do not specify personal mechanisms. To try to make
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absorptive capacity more tangible, Flatten, Englan, Zahra and Brettle (2011) build
empirical scales of absorptive capacity and focus on the success of acquiring,
assimilating, transforming and exploiting knowledge. However, they do assume
that communication within the firm is the mechanism by which absorptive
capacity is shared.
Organisational communication research, however, is a large area and much
of what is studied goes well beyond merely absorbing external knowledge. Yet to
take the search for an interpersonal mechanism further, one direction is to find a
similar area of research and explore the mechanism used there to apply to
absorptive capacity. As Cohen and Leventhal (1990, p. 131) note, “the
psychology literature suggests that creative capacity and what we call absorptive
capacity are quite similar,” and hence a review of the creativity research area may
in useful.

Absorptive Capacity and Creativity
In terms of a companion theory for absorptive capacity, creativity is
understood to be an inherently socio-psychological process (Amabile, 1996;
Sternberg, 2001), and has similar properties in that creativity appears to offer
similar returns to those of absorptive capacity in terms of generating ‘a feedback
system that enhances our need for further creative play" (Corballis, 2014,147).
From a systems perspective (Csikszentmihalyi, 1996; Csikszentmihalyi,
1999), absorptive capacity provides an organisational backbone upon which
researchers and practitioners can seek to understand how externally-held
knowledge may condition the path of creative learning in organisations. Creative
ideas involve selective combination of unusual or ‘out-of-favour’ concepts, often
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a combination of knowledge from domains that diverge from the existing
knowledge resources of the organisation. Such ideas can be understood as
emerging from outside an organisation’s cognitive boundaries, that is, to some
extent creative ideas are situated externally to the organisation. While original or
strategic ideas may be generated by individuals operating within an organisation,
until those ideas are evaluated and absorbed into the organisation through their
learning processes, they have no realisable value, and remain externally-held.
Creative knowledge environments invest in policies, processes, and
communication behaviours that ‘unstick’ knowledge (Szulanski, 1990; von Hipple,
1994) and bring into question rigid competencies (Leonard-Barton, 1992).
Absorptive capacity is the organisation’s ability to recognise the value to itself
which resides in those ‘outlying’ ideas and creative behaviours. It expands the
organisations potential for value creation and opens up a wider range of
possibilities in terms of opportunities for learning, growth and revenue. In terms
of understanding creativity beyond the individual level, the inflection point might
lie in transition from simultaneous to linear learning modes (Lounamaa and
March 1987; Levinthal, 1991).
Although researchers have often studied creativity on the individual level,
an area of active research is team or group level creative processes. For example,
Goldenberg, Muzursky and Solomon (1999) develop the Templates method of
creative thinking, but these technique are used on an individual level. Likewise,
Kilgour and Koslow (2009) show the individual creative processes of advertising
creatives, but again on an individual level. A few advertising scholars have looked
at group level process and they range from understanding two-person creative
teams (Johar, Holbrook, and Stern, 2001) to organisational dynamics (Sasser and
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Koslow 2008). Therefore, the advertising development process may be fruitful
one for understanding the interpersonal-level mechanism of absorptive capacity.

Absorptive Capacity in Advertising Development
The advertising development processing is a useful context for understand
absorptive capacity in that there is a broadly understood (or at least advocated)
process punctuated by specific external knowledge acquisition steps. As
Sutherland, Duke and Abernethy (2004) detail, advertising agencies are seen as
creating, storing and applying knowledge to produce creative advertising
campaigns for marketing clients.
The process starts with a marketing client who needs some advertisements
developed. These clients then need to set the direction for the agency, resource the
agency in both budget and knowledge and then evaluate their performance
(Koslow. Sasser, and Riordan 2006).
On the agency side, Sutherland, Duke and Abernethy (2004) explain how
the account management team takes the information from the client, which is
usually called a client brief, and distils this to a creative brief. This is then passed
on to the creative department which in turn develops the actual advertisements.
The informational inputs to the process include information about the strategy,
target audience, main selling point, product performance and usage for both the
client and competitors. An important feature of these inputs is that advertising
agency employees always perceive that they do not have as much information as
they need to do the best quality work (MacDougall, 1984; Murphy and Maynard,
1996; Sutherland et al, 2004). At the end of the process is some kind of evaluation
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of quality of the advertising produced and the most formal method of doing so is
copytesting of the advertisements.
Two key information sourcing steps are obtaining formal consumer
research from clients and market researchers or planners as well as the formal
testing of candidate ideas (Koslow, Sasser and Riordan 2006). Consumer research
usually deals with key elements of the informational inputs identified by
Sutherland, Duke and Abernethy (2004). Copytesting provides information after
a potential campaign has been developed to evaluate the quality of the campaign
(Stewart and Furse, 1984; Stewart and Koslow 1989).
Although most scholars hail the positive effects of consumer research in
that it can fill critical knowledge gaps, more controversy surrounds the formal
testing of advertisements (Young 2005). Wells (1983) passionately bemoans how
copytesting hinders creativity, but others like Vaughn (1980; 1986) are less
pessimistic. Amabile (1996) notes how evaluation of any creative outcomes tends
to reduce the level of creativity, but others are not able to replicate the effect in
advertising settings (Koslow, Sasser and Riordan 2006).
Within the context of the advertising development process, knowledge can
move in several key steps. Marketing client teams interact with the agency’s
account management team, and the account management team interacts with the
creative team. Occasionally, other groups are involved in the process, like account
planners or media experts, but mostly these deal with the account or creative
teams rather than the client. It is within these processes that external knowledge
enters the advertising agency and is absorbed by it. If we are to find absorptive
capacity at an interpersonal level, these team interactions are where it should
occur.
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Two Mechanisms for Absorptive Capacity: Cohesion and Friction
If the context for absorptive capacity is within and between team
communications, then what should facility the useful application of external
knowledge—like consumer research or copytesting—should be organisational
processes that allow communications to focus on the most useful pieces of
information. As Mojzisch and Schulz-Hardt (2010, p795) note, “It is not the
information exchange per se that predicts the group’s decisions but rather the
process of encoding and integrating the information exchanged.” That is, it is not
communications alone that enables absorption, but rather setting this information
in context to make it more useful.
Cohesion. One critical dimension needs to be the cohesion of the group of
individuals working on the campaign. Shaw (1981) defined cohesion as the degree
to which members of a group are attracted to each other. This traditional view
holds that when cohesive forces are active, team members are oriented toward
maintaining their affective relationships with others, experience increased
pressure toward conformity and identification of group norms (Janis 1972;
Finklestein and Hambrick 1996). Although extreme versions of cohesion has been
associated with groupthink (Janis 1972; McCauley 1998) and extreme prejudiced
behaviour (Palunk, 2009; Staub and Pearlman 2009), cohesion forms the basis for
comprehensive or rigorous dialogue, enabling “organisations to blend new
information with the old” (Brockman and Morgan 2006).
The study of cohesion has a long history (Lott and Lott, 1961; 1965) yet is
infrequently studied in new product development (NPD), marketing, or creativity
literature (Brockman, 2003; Craig and Kelly, 1999). Much of the more focused
study of cohesion has been conducted in the context of sports teams (cf Carron et
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al 1995, 2002; Sullivan and Feltz, 2001), and the remainder in small-group
settings. Cohesion is now considered to be a multi-dimensional construct, with
clear conceptualisations of task and interpersonal types (Berthnal and Insko, 1993;
Zaccaro and Lowe, 1988; Zaccaro and McCoy, 1988; Brockman and Morgan,
2006).
The empirical evidence on cohesion seems to present some mixed effects.
For example, Craig and Kelly’s (1999) experiments suggested that interpersonal
cohesiveness is important only in the idea generation stage. Park, Park, Kim, and
Kim (2012) studied the effects of cohesion in a Korean engineering firm,
modelling cohesion against the learning modes of exploration and exploitation for
effects on creative efficacy. These scholars found a curvilinear interactive effect
between cohesion and an exploitative learning mode, such that high level of
cohesion resulted in higher reported levels of creativity than low cohesive team
contexts. In contrast, a significant linear relationship between an explorative
learning mode and creativity was reversed under interaction with high team
cohesion. Finally, Woodman, Sawyer, and Griffin (1993) were non-committal to
the exact role of cohesiveness in the creative team, opting to hedge their
theoretical prediction on a curvi-linear effect between the cohesion experienced
by groups and resulting creative performance.
Some like Brockman and Morgan (2006) make it explicit that
cohesiveness may either help or hinder the acquisition of knowledge depending
on context. Cohesiveness may help when the goal is being innovative, but
cohesive groups appear less able to challenge information sources. That is,
cohesiveness may help advertising agencies to develop a shared understanding of
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information coming from consumer research or copytesting information, but that
comprehension may not be accurate or useful.
Friction. As a contrast to cohesion, another characteristic of groups is
interpersonal conflict or friction, which is generally considered to inflict
dysfunction upon organisations (De Dreu and van Vianan 2001; Eisenhardt,
Kahwajy and Bourgeois 1997a, 1997b; Ford and Sullivan 2004; Guetzkow and
Gyr 1954; Kellermanns, Floyd, Pearson and Spencer 2008; Kratzer et al 2006;
Langfred 2007; Pelled, Eisenhardt and Xin, 1999; Simons and Peterson 2000;).
Amason, Thompson, Hochwarter, and Harrison (1995) note the glaring absence of
focused activity, creativity, and open communication when affective conflict is
observed. In the Amason et al model, commitment to a decision, cohesiveness
within the team, and displays of empathy between team members are decreased
with affective conflict. To date, there is no clear evidence of any positive benefit
accruing from affective conflict (Jehn, 1997).
Within an agency setting, conflict is deemed to arise from several
motivational sources. Not surprisingly, conflict has also been situated as occurring
between the agency and client in the classical Principal-Agent problem (Murphy
and Maynard, 1996; Michell, Cataquet, and Hague, 1992). Design agencies face
substantial performance ambiguity in touting a commercial product that is
difficult to evaluate both ex-ante and ex-post (Jones, 1987; Ellis and Johnson,
1993; Young, 2005). It is “creativity on demand” (White, 1972, 29), and the
inevitable client-sided restrictions placed on an agency (West, 1993) can easily
spill over to internal conflicts motivated by goal-directed self-interest and
functional role differences (Hirschman, 1989; Morais, 2007), shared mental
models (Divenney, Dowling, and Collins, 2005; Nyilasy and Reid, 2009a; 2009b),
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belief structures regarding evaluation methods (Hackley, 2003), or simply a
preference for creativity (Koslow et al, 2006). Finally, de Gregorio, Cheong, and
Kim (2012) show that what they term “destructive conflict” leads to poor product
quality of the advertising agencies produce. Overall, friction serves to destroy any
absorptive capacity build up by cohesion.
Because the effects of cohesion and friction can be different in different
situations, some detail is needed to understand their specific effects. Thus we
consider the specific effects on creativity of use of consumer research and
copytesting in the contexts of high and low cohesion and friction.

HYPOTHESES AND RESEARCH QUESTIONS
To understand how cohesion and friction moderate the effects of the use of
consumer research and copytesting in developing creative work, one first needs a
framework for understanding of creativity. Overall, the standard definition in the
creativity literature is that creative works have two components, originality plus
some kind of appropriateness or usefulness (Runco and Jaeger 2012). Only if a
work is high on both dimensions simultaneously it is called creative. Within an
advertising context, Sasser and Koslow (2008) note how advertising scholars have
approached this, with all including some component of originality, plus
appropriateness, often in the form of the campaign being strategic in some way.
Thus, the effects of absorptive capacity can be felt through each component,
originality and strategy of specific campaigns agencies produce.
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Predicting How On-Strategy Campaign Are
Cohesion’s Moderation of Copytesting’s Effect. Strategic campaigns are
ones that address the marketing objectives of clients such that they focus on
specific target audiences with key messages—and copytesting plays a role in
forcing the campaign to correspond to those objectives. If agency employees
anticipate that formal tests will be used, this largely sets the solution frame for the
problem solving they will be doing. That is, they know that their work will be
evaluate by a suite of key performance indicators that sets the yardstick of
evaluation (MacDougall 1984) and the temptation is to “write to the test” (Young
2005). Within Unsworth’s (2001) creativity types, this would be a ‘closed’
problem type because the outcomes to be achieved are clearly specified. Even
though agency employees have opportunity to negotiate the types of formal
testing applied (Young 2005), it still has a focusing effect.
The issue becomes whether issues like cohesion can influence the ways in
which this anticipated information will be used. If cohesion of the agency group is
low, then they have bound together rather loosely and are predominately a
nominal team working on a shared problem. Each group member may have
different perspectives they bring to the party, but they may share little of these
perspectives with one another. In this case, cohesion’s effect would be to focus all
the agency employees, from account management to creative, to focus on the key
measures and present a shared goal to be met (Staffaroni 1993). Thus, when
cohesion is low, formal testing should lead to more strategic campaigns.
However, when cohesion is high, other dynamics may come into place.
Cohesive groups share information and perspectives readily and formulate deep
thinking around the strategic problem faced by clients. They use their own
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information and assimilate it with information from others until they have to
develop a deep, shared understanding of the strategic context. However, imposing
formal testing in such an environment can be problematic in that the narrow
objectives of testing may constrain the types of solutions. Ordinarily, these high
cohesive team members may prefer being in Unsworth’s (2001) ‘open’ problem
situations, but are forced within a ‘closed’ one. Alternatively, they may be seeking
Woodman, Sawyer and Griffin’s (1993) transformative opportunities, but are
limited in pursuing these. Thus, under high cohesion the effects of formal testing
may be negative how on-strategy campaigns can become.

H1: When cohesion is high, use of formal testing reduces strategy but
when cohesion is low, it increases strategy.

Friction’s Moderation of Copytesting’s Effect. Personal frictions or
conflicts in the workgroup can likewise moderate how formal testing influences
how on-strategy campaign are for similar reasons. Friction acts to restrict
information sharing in group setting in a similar way as lack of cohesion. When
friction is low, use of formal testing like copytesting can help focus on shared
goals, however, high friction environments are more complex.
Unfortunately, advertising agencies are renown hosts to personal friction
especially involving advertising copytesting (Kover and Goldberg, 1995; Kover
James and Sonner, 1997; Kover and Little, 1980) and Young (2005) has regularly
observed creatives deflecting conversation away from the task of evaluating the
performance of the advertising at hand, and towards the methodology of
evaluation. However, creatives who are passionately motivated to argue against
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the evaluative criteria may perceive a) inappropriate evaluation as a personal
attack on their work (Young, 2005), or b) be themselves perceived as obstructive
or promoting a personal agenda (Hirschman, 1989; Mooney, Holahan, and
Amason, 2007).
Hackley (2003) positions conflict as a symptom of incompatibility in the
underlying belief structures of how advertising works, the entrenchment of which
has severe consequences for the advertising development process achieving a
strategic outcome (Hackley 2003). In an agency environment, the existence of
affective conflict might signal a philosophical conflict of goals between belief that
an agency exists to ‘be creative’ and the more operationally-oriented goal of
maintaining the agency as a viable business. Quite simply, high friction and
copytesting may very well lead to an explosive, political environment and strategy
may well be its first victim.
It follows that without such friction, strategy may be enhanced by the use
of copytesting. But should friction occur, then it is likely to have a detrimental
effect on the ability of the account team to remain on strategy.

H2: When friction is high, use of formal testing reduces strategy, but when
cohesion is low, it increases strategy.

Use of Consumer Research. We propose that the influence of consumer
research on strategy does not differ depending on cohesion or friction. Cohesion
can allow for greater discussion of consumer research to set it in a shared strategic
context, most experienced advertising employees can make sense of the
information for strategic purposes without a great deal of contextualising. For
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example, the typical information clients bring with them, like target audience
descriptions, consumer product usage or main selling point, is similar from client
to client. Formal agency strategy development processes like Rossiter, Percy and
Donovan’s (1991) FCB grid present standard templates of strategies that do not
depend on groups working together. Similarly, Cook (1999) and Murphy and
Maynard (1996) both provide examples of how good consumer research leads to
good strategy development, and in neither case was the process helped or
hindered by the cohesive dynamics for personal frictions of the agency.

Predicting How Original Campaigns Are
Cohesion’s Moderation of the Use of Consumer Research. The originality
of campaigns is a second component creativity and information can influence it
differently than it can strategy. A great deal of creativity research suggests that
providing information to those doing creative tasks leads them to focus
excessively on what was provided thus reducing their idea originality. There are
two explanation of this effect and the first is that providing explicit consumer
research will act as primes which can result in mental set fixation (Finke, 1997;
Ward, Smith, and Finke, 1999). Nor are experts immune to these effects, taking
their primes, reference points and anchor from the immediate context at hand
(Kahnemann, 2012). Alternatively, the client provides declarative knowledge, in
the form of consumer research, and this imposes a structure restraining the
possible outcomes due to the path of least resistance (POLR) thinking that occurs.
If the client’s preferences are known in advance then creatives will use this and
limit the originality of the outcome. Either way, the result is the trade-off between
strategy and originality identified by Kilgour and Koslow (2009)—consumer
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research may increase how strategic campaign are, but usually does so at the cost
of originality.
Cohesion, however, may alter this common trade-off. The problem frame
and its construction need to open for creativity to emerge. In relation to consumer
research, knowledge-intensive organisations, such as advertising agencies, are
primarily “systems of persuasion” (Alvesson , 1993 p. 1011) as opposed to
systems of formal knowledge. That is, agency employees like to discuss and
persuade each other rather about the meanings of research than focus merely on
the notion of explicit formal knowledge as is usually presented in the form of
consumer research. But they need a cohesive group setting for this process of
interpretation to occur. An example is presented by Hurman (2011) where
consumer research could be approached to aid originality rather than the converse.
Cohesion’s role, then, is to allow creative teams to overcome the limits of
declarative information and therefore research may not have as negative an effect
on originality as might typically be the case.
If agency teams have little cohesion, then they address their need for
information by using declarative knowledge in a more straightforward way. With
nothing to counter the priming and structure imposed by consumer research, a
negative relationship between availability of consumer research and originality
would seem inevitable.

H3: When cohesion is low, use of consumer research reduces originality,
but when cohesion is high, use of consumer research has neutral or
positive influence.
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Friction’s Moderation of the Use of Consumer Research. Unfortunately,
there has been no positive relationship found between friction and creativity in the
literature (Jehn 1995). As noted by Amason et al (1995), any focused activity,
including creative ideation, will be negatively influenced by friction. Friction
disrupts dialogue, open communication and commitment to a course of action,
that is, it creates strangers (Jehn, 1995, Amason 1996, Amason et al. 1995,
Eisenhardt et al 1997). In an advertising setting, de Gregorio, Cheong and Kim
(2012) confirm that destructive conflict formed by friction is characterised by
distortion, information withholding, hostility and the deliberate creation of
decision making obstacles. Thus, friction must reduce the kinds of collegial
discussion that liberates the agency from the primes and structure consumer
research imposes. If research dampens campaign originality, the effect can only be
made worse by the presence of friction.

H4: When friction is high, use of consumer research reduces originality,
but when friction is low, use of consumer research has a neutral or
positive influence.

Formal Testing. Controversy surrounds copytesting and as Young (2005)
notes no other form of research seems to be more fraught with significant barriers
to learning. Copytesting also brings with it significant anxieties for agency
employees. But the questions to be addressed in this research are first, whether
copytesting effects extend outside the strategic elements of campaigns, and
second, whether cohesion or friction can modify this relationship. Young (2005)
suggests there are ways to overcome the negative dynamic set in place by formal
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testing, but his approach focuses on formal meetings between agency and client,
rather than building cohesion or limiting friction on the agency side.
An argument can be formed that copytesting may enhance originality. If
creatives view copytesting as focusing on strategy elements, they may not view it
as limiting originality, especially if they are knowledgeable of how to use it. In
other words they may know how to meet the strategic elements required in
copytesting as a basis for justifying the more original work they want to achieve.
For example, executional factors like use of brand differentiating messages or
problem solutions formats enhance copytest scores (Stewart and Furse 1985;
Stewart and Koslow 1989), and these approaches focus creatives on strategy
issues. However, none of their more 160 executional factors limits originality.
Instead, copytesting serves as an informational condition for convergence
– defining the necessary subjective criteria that need to be met to achieve
persuasion of the client. The question of originality falls outside of the scope of
copytesting to measure – tacit, novel information is added as to the creative’s
ability (and volition) to meet the persuasion test. As far as originality is concerned,
copytesting provides a frame for the solution; it does not constrain the inputs. This
is in contrast with the informational prime of consumer research, which cues
content of the campaign. Thus, if creatives anticipate copytesting they use this to
justify more original work. That is, creatives know they can meeting the strategy
criteria for acceptance by the client, and this frees creatives up to pursue more
original work. And because this is an effect focused on a dynamic among the
creatives, it seem unlikely than this relationship will be moderated by either
cohesion or friction.
H5: Use of formal testing increases originality.
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Predicting How Creative Campaigns Are
Although we have been able to formulate hypotheses regarding how
original and strategic campaigns, it is more difficult to make predictions regarding
creativity in general. As noted above, creativity is the combination of strategy and
originality, such that when campaigns are high on both dimensions, it is creative.
But the hypotheses already proposed have a number of different directions for
each effect. Some factors may increase originality, but the same factors may also
reduce strategy, so the net effect on creativity should be hard to predict.
Brockman and Morgan (2006) share a similar frustration noting that while
selective scholars may find positive effects for cohesion, overall the study of
cohesiveness within the marketing domain is severely limited restricting our
ability to make broad conclusions about effects on creativity. Hence, it is
important to address the net effects, but it can only be posed as a research question.

RQ: What are the net effects of cohesion, friction, use of consumer
research and use of formal testing on creativity?

Additional Control Variables
Several more key measures are used as controls. The first of these
concerns the key measures taken by Koslow, Sasser and Riordan (2006), client
openness to exploring. This research demonstrated that half of the explainable
variance is due to the client’s willingness to explore new ideas. It is possible that
agency cohesion and friction may be correlated with client openness in that when
the client is open, cohesion may be high and friction maybe low, but when clients
are not open, the reverse may occur. Given this possibility, using a measure for
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client openness should help identify other relationships in the model. Another
good control variable may whether or not the work presented to the client was the
respondent’s first choice of work or not. If there was friction over the work, often
there are multiple campaigns that different individuals have advocated, so
controlling for this effect should improve the models. Finally, it will be useful to
collect data on multiple campaigns from any one individual such that a mean can
be estimate for each respondent and thus control for common method variance.

METHOD
Sample
The data came from 187 advertising agency employees who were mostly
in account management or planning (75.9%). The remainder were in creative.
Thus, the sample is much more heavily weighted toward account management.
Additionally, 41.6% came from Sydney, 25.9% from Melbourne and the rest from
Auckland. Respondents were well educated in that 40.8% had three or four year
university degrees, and 28.6% had postgraduate degrees. The sample was also
young with 52.8% between 25 and 34 and 29.8% between 35 and 44. Average
time in the advertising industry was 9.9 years. The top five media used in these
campaigns were web, TV, magazines, outdoor and newspapers which were
components in 53.8%, 52.2%, 42.9%, 37.9% and 34.14% of the media used
respectively, and overall an average of 3.3 media were used in each campaign.
Respondents represented a wide range of levels and experience, and the accounts
they worked on were a wide range as well.
Respondents came from nine of the largest agencies in Auckland, 10 of the
largest in Melbourne and 11 of the largest in Sydney. Almost all of these agencies
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offices were part of international agency networks owned by the five major
agency holding companies. Each respondent reported on up to three of their most
recent campaigns for a total sample of 557 campaigns. Data collection was done
in agencies offices during business hours with approval and support of agency
management. Respondents were invited to participate via email and office flyers
and offered a light lunch for their assistance.

Measurement
Factor analyses of independent and dependent variables were performed
on the total sample and this confirmed the original structures uncovered by
Koslow, Sasser and Riordan (2006) for three independent variables plus strategy
and originality. The items for the independent variables loaded as expected with
Cronbach’s alphas all above .7 as listed in Table 3. All loadings were relatively
high with eight of the 5 loadings above .8, 15 above .7 and the lowest .62. The
model explained 65.2% of the variance in four factors and QUARTERMAX
rotation fit the data comfortably with modest off loadings of less than .30. The
analysis was repeated in each of the three city subsamples, again suggesting a
clean fit.
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Table 3. Factor Model of Independent Variables

Use of formal testing

Client willingness to
explore

Friction

Use of consumer
research

Cohesion

The team bound together tightly around the campaign.

-0.022

0.384

-0.056

0.092

0.616

Agency personnel on this account gave and received
good support from one another.

0.054

0.111

-0.277

-0.024

0.822

The agency personnel on this account displayed great
respect for each other’s opinions, knowledge and
expertise.

-0.007

0.135

-0.316

0.042

0.778

More than anything else, conflict on the agency side
was driven by personality clashes.

0.058

0.156

0.686

-0.104

-0.087

Personal friction between agency personnel was
evident whenever alternative ideas or strategies were
suggested.

0.022

-0.134

0.74

0.041

-0.138

Agency-side discussions were full of snide remarks or
bickering.

0.066

-0.287

0.702

0.03

-0.014

Personal rivalry and jealously between some team
members was particularly obvious.

0.079

0.043

0.722

0.062

-0.265

There was good market research information on the
business

0.301

0.136

-0.081

0.72

0.086

The creatives had access to market and media
research that painted a clear picture of the target
market.

0.183

0.185

0.003

0.798

0.012

Market research provided all we needed to know about
the target market.

0.234

0.065

0.085

0.743

-0.009
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Use of formal testing

Client willingness to
explore

Friction

Use of consumer
research

Cohesion

This account didn’t expect to use formal testing on the
advertising produced.

-0.78

0.033

-0.107

-0.036

0.012

This account’s creative output was expected to be
formally tested for recall, likeability, attitude change
or other measures.

0.833

0.119

0.018

0.187

0.064

Focus groups, in-theatre tests, consumer panels, or
other formal means were used to evaluate the
advertisement(s) produced for this account.

0.788

0.008

0.045

0.215

-0.019

The creative output for this account was expected to
be assessed by formal research methods.

0.858

0.093

0.046

0.191

-0.011

The client worked with us to find creative advertising
solutions.

0.042

0.638

-0.147

0.247

0.108

The client let us try out new creative ideas and/or
innovative media.

0.099

0.776

0.087

0.054

0.059

The client was willing to explore new creative ideas.

0.028

0.882

-0.048

-0.012

0.026

The client was supportive of us seeking out the best
work.

0.010

0.815

-0.075

0.085

0.202

Eigenvalues

4.13

3.43

1.98

1.19

1.01

Cronbach’s alpha

0.85

0.82

0.71

0.74

0.72

NOTE: QUARTERMAX rotation used.
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Table 4. Factor Analysis of Dependent Variables
Compared to other advertisements/campaigns,
this advertisement/campaign was…

Originality Strategy

… ‘on strategy’

0.038

0.826

… a good fit with the client’s strategy

0.094

0.771

… an appropriate strategy for the client

0.193

0.772

… built on good strategy

0.324

0.734

… original

0.834

0.184

… unexpected

0.880

0.138

… novel

0.842

0.155

… different

0.900

0.152

Eigenvalues

3.14

2.51

Cronbach’s alpha

0.90

0.80

For the dependent variables, strategy and originality were the two primary
scales focused on, and these again confirmed high levels of fit. The two factor
solution illustrated in Table 4 (above) explained 70.7% of the variance and items
loaded as expected in VARIMAX rotation, with no loading less than .7.
Cronbach’s alphas were .80 and .90 for strategy and originality, respectively.
Creativity was operationalised following a derived measure traditional
employing a strong basis in measurement theory. Although strategy and
originality were both used in Koslow, Sasser and Riordan (2006) as important
primary scales, they were not modelled as separate effects. Instead, the variables
strategy, originality and another term, a strategy X originality multiplicative
component, were summed and called Normative Creativity, one of two measures
for creativity that Koslow, Sasser and Riordan (2006) modelled. The strategy X
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originality component only (now based on a Cobb-Douglas production function
with equal weights and constant returns to scale) is used here as the
operationalisations of creativity, and it is high only when both strategy and
originality are high. It is functional form of creativity (Sasser and Koslow 2008)
that is consistent with current thinking in creativity (see Runco and Jaeger 2012)
that should more easily show the trade-off between strategy and originality
because of its Cobb-Douglas specification.

Models
Hierarchical Linear Model (HLM) was used to predict the two primary
scales (strategy and originality), and also the derived measure for creativity
(strategy X originality). Individual differences were significant at p<.001 for
strategy and creativity. In the originality model, the differences were significant at
p<.05. All two-way interactions between independent variables were tested for
each of the three models and four were significant. Other demographic variables
were used (age, rank, years in the advertising business, functional area of
respondent, etc.), but none were significant. Only significant effects were included
in the final models listed in the Table 5. All variables were centred and scaled
prior to analysis.
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Table 5. HLM Solutions for Fixed Effects for Strategy, Originality, and Creativity (Strategy X Originality)
Dependent Variables
Strategy
Independent variables

Estimate p -value

Originality
Estimate p -value

Creativity
(Strategy X
Originality)
Estimate p -value

Intercept

-0.105

0.123

-0.166

0.007

-0.183

0.003

Cohesion

0.168

0.001

0.205

0.0001

0.24

0.0001

Friction

-0.128

0.008

0.084

0.043

Use of formal testing

0.014

0.753

0.146

0.001

0.097

0.016

Use of consumer research

0.158

0.001

-0.163

0.0001

-0.035

0.404

Cohesion X Use of formal testing

-0.104

0.009

Friction X Use of formal testing

-0.082

0.038
0.101

0.002

0.078

0.015

Cohesion X Use of consumer research
First choice of work

0.202

0.011

0.247

0.002

0.289

0.0001

Client willingness to explore

0.214

0.0001

0.465

0.0001

0.424

0.0001

Restricted log likelihood

1423.6

1375.5

1287.8

AIC

1434.1

1379.5

1291.9
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FINDINGS
H1 proposed that the influence of formal testing on strategy depends on
the level of cohesion. In Table 5, cohesion has a significant positive one-way
influence on strategy, but use of formal testing has no significant one-way effect.
However, the interaction is significant. To interpret this interaction, mean plots
were calculated for one standard deviation above the mean as the “high condition”
and one standard deviation below the mean is the “low” condition. As Figure 5
shows, using formal testing enhances the strategy of campaigns when cohesion is
low, but reduces strategy when cohesion is high. H1 is supported, but is should
also be noted that the high cohesion situation is at least equal to the low cohesion,
if not superior in all cases. The highest strategy occurs when cohesion is high, but
formal testing is not used.

Figure 5. Interaction of Cohesion and Use of Formal Testing on Strategy
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In H2, it was suggested that when friction is high, using formal testing
reduces strategy, but when friction is low, testing increase strategy. Friction’s oneway influence on strategy is negative, but its interaction with use of formal testing
is also significant. Figure 6 shows the detailed mean plot of that interaction.
When friction is low the influence of using formal testing is positive, but negative
when friction is high. This confirms H2. It should also be noted that low friction
produces at least as high a strategy as the high friction condition and in some
cases, superior strategy.

Strategy

Figure 6. Interaction of Friction and Use of Formal Testing on Strategy
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For H3, using consumer research should reduce originality when cohesion
is low, but have neutral or positive influence when use of consumer research is
low. Table 5 shows a negative one-way influence of use of consumer research on
originality, but the positive effect of cohesion. The interaction between the two
variables is significant and the mean plot is show in Figure 7. As expected, when

147

cohesion is low, using consumer research leads to less original work, yet when
cohesion is high, the effect is neutral, giving support to H3.

Figure 7. Interaction of Cohesion and Use of Consumer Research on
Originality
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It was proposed in H4 that there would be an interaction between friction
and consumer research to predict originality. Even though friction had a positive
influence on originality, the interaction was not significant. Therefore, there is no
support for H4.
Finally, H5 argued that using of formal testing would enhance strategy. As
Table 5 notes, there is a positive effect of formal testing on originality. H5 is
upheld.
The research question proposed that cohesion, friction, and use of formal
testing and consumer research will influence creativity, but did not specify
positive or negative influence. It is evident in Table 5, that cohesion has a positive
effect on both strategy and originality. Not surprisingly, the net effect on
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creativity is positive. However, friction reduces strategy but increases originality
and the total effect on creativity not significant. That is, friction shifts work,
reducing strategy, but increasing originality, and the trade-off between strategy
and originality is shown. For use of consumer research, the reverse pattern is seen.
This one-way effect reduces originality, but increases strategy. Thus, the two
effect cancel one another out and the influence of using consumer research on
strategy is not significant. Finally, use of formal testing enhances originality, but
does not dampen strategy. Thus, the net effect on creativity is also positive.
There is also one significant two-way interaction and this involves
cohesion and use of consumer research. This is plotted in Figure 8 and echoes the
pattern seen in Figure 7. When cohesion is low, using consumer research reduces
creativity, yet when cohesion is high, consumer research has a positive effect.

Figure 8. Interaction of Cohesion and Use of Consumer Research on Creativity
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It should also be noted that client openness increased both strategy and
originality, and hence increased creativity. In addition, if the work was the
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respondent’s first choice, then this too increased strategy, originality and
creativity.

DISCUSSION
This research has investigated how cohesion and friction moderate the
absorptive capacity of advertising agencies. Although the effects of cohesion and
information were often positive, sometimes the effects were negative. Likewise,
the influence of friction was not always negative.
The capacity of advertising agencies to absorb information depended on
internal situations. For example, in all cases using formal testing improved
originality, but sometimes this was at the cost of strategy and sometimes it was
not. When cohesion was high, the typical trade-off between strategy and
originality was observed. That is, in the situation of high cohesion, there was a
limit on how much information the agency could absorb and the increase in
originality distracted the agency from strategy. However, when cohesion was low,
using formal testing enhanced both strategy and originality, which indicates that
absorptive capacity was increased.
The reverse pattern was seen regarding using consumer research.
Consumer research always enhances strategy, and the question is when this is at
the cost of originality or not. When cohesion was low, the trade-off between
strategy and originality was observed. When cohesion was high, this trade-off did
not occur and absorptive capacity was increased.
To make sense of these effects consider the role of cohesion and friction in
the advertising development process. Consumer research comes at the beginning
of this process and sets the frame through which ideas are developed. High
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cohesion means those on the account team can together analyse, discuss and
understand the information—while not becoming fixated on it. When cohesion is
low, account team members act like the individuals tested by Kilgour and Koslow
(2009) and the information distracts them into producing more strategic, but less
original work. Thus, account team cohesion improved the absorptive capacity of
advertising agencies with respect to maximising the influence of consumer
research information to improve creativity in general. Given these effects, one can
understand why advertising agencies seem to appreciate the value of consumer
research information.
However, formal testing comes at the end of the process setting out the
solution frame, and it brings with it the temptation to “write to the test”. When
cohesion was high, the trade-off between strategy and originality was observed,
shifting the work to less strategic and more original. However, when cohesion was
low use of formal testing improved both strategy and originality. But it should
also be noted that the cohesive teams still did better strategy regardless of the use
of formal testing. That is, when cohesion was high, this can be interpreted as team
members jointly coming to the conclusion they needed to perform for the test and
change the character of the work—without improving its net amount of
creativity—which shows that absorptive capacity was not increased for them. Yet
when cohesion was low, absorptive capacity was clearly improved.
It should be emphasised that the best work was still was produced when
cohesion was high. In this case, team members can still analyse, discuss and
understand strategy together—and produce more coherently strategic work, even
when formal testing is used. In contrast, using copytesting or other formal
methods when cohesion was low served only to focus individuals on the goals and
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thus bring strategy up to a slightly below average level, which is hardly a
desirable situation to begin with. Using copytesting when cohesion is low is more
like using a “big stick” to enforce adequate performance rather than exceptional
performance. It certainly increases absorption of anticipated information, but it
would have been better to have had a highly cohesive team that had more internal
capacity. Such complex and unsatisfying dynamics can go a long way to
understanding the extremely mixed emotions advertising agencies have about
formal testing methods like copytesting—as well as the negative effects of
evaluation observed in the creativity literature.
It was also the case that friction moderated the effects of formal testing.
When friction was low, one could observe improvements in both strategy and
originality simultaneously—which shows absorptive capacity was expanded. But
when friction was high, the trade-off of originality for strategy was evident.
In comparing cohesion and friction, they were clearly different constructs
that were negatively correlated at -.44, thus sharing less than 20% of their
variance. There were many cases where cohesion was high and friction was still
evident and vice versa. Possibly in other work settings the negative relationship
might have been stronger—even to the point of the two constructs merging—but
in the topsy turvy world of creative advertising agencies, cohesion and friction
can coexist. The positive effect seen for friction on originality, however, shows
the importance of friction for creativity. It is well known that highly creative
individuals often are ascribed negative personality traits from arrogance to lack of
social graces. They are rarely well-liked, but somehow needed. More research
needs to understand how the two construct interweave, so to get the best cohesion
can bring, without the downside of friction.
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This research has demonstrated absorptive capacity in advertising agencies,
but also emphasised the nuances involved. Absorptive capacity is not like there is
a rubber band one can stretch to absorb more information. Neither is it without
costs. Instead, it seems more like a balancing act in that sometimes internal
dynamics are improved, but other times they are not. Absorptive capacity presents
costs as well as benefits, and those costs need to be better understood. Sometimes
those costs mean that capacity is clearly reduced, but other times, there is a shift
in the work from strategic to original or original to strategic. Yet there are still
other times when the ability to absorb information noticeably improves the
creative calibre of the work on both the originality and strategy dimensions
simultaneously. For future research, the goal is to better understand those special
situations and help creative capacity to look less like magic and more like science.
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Chapter Five
Beyond Agency Theory:
An Advertising Agency Governance Perspective
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Chapter Five: Beyond Agency Theory
ABSTRACT
Advertisers predominantly commission an external agency to assist them
in the development and implementation of their brand message. This allows the
client to take advantage of the specialist expertise of agencies and their highlyskilled creative resources. Such outsourcing is not without its risks and problems,
and in the case of advertising development, the creative requirements of
advertising ideas causes its own set of unique problems and is fraught with
potential for conflict. Applying formal Agency Theory may not be enough to
manage this conflict. This paper provides theoretical insight into the governance
processes between the agency and the client, the effect on creative ideas, and
implications in terms of how these processes may be improved. A new model of
the theorised governance relationships is presented with implications for
advertisers seeking more original or strategic flavours of advertising.
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Anecdotal information suggests marketing clients sometimes feel taken
advantage of by their advertising agency (Jones, 2009; Rothenberg, 1994). The
typical complaint is that agencies are not interested in solving the client’s
communication problems and instead the agency merely acts in its self-interest,
charging too much and providing too little. Set into a governance framework, this
is called the ‘principal-agent problem’ in that there is an owner of a brand who
has to hire an agency to do creative work and that agent sometimes underperforms
opportunistically.
The classic rendition of this problem suggests the agents are typically
afraid to accept risks the principal would like to them take (Ellis and Johnson,
1993; Levinthal 1988; Nilakant and Rao, 1994). In the case of advertising the
agency-marketing client relationship, we know this to be false. If anything,
advertising agencies seem to be far more risk-seeking in the kind of work they
advocate relative to what the brand manager is willing to accept (Gambetti et al.,
2015; Kover and Goldberg, 1995; Wang et al., 2013; West and Berthon, 1997;
West, 1999; West Kover and Caruana, 2008). One explanation for this is that
advertising agencies behaviour is driven by self, community, and bureaucratic
controls (Hall, 1968; Sharma, 1997). That is, agencies need to be seen as doing
competent, creative work by their peers (Stuhlfaut and Windels, 2012), by the
community of agencies and clients who celebrate good work (Waller and
Polonsky, 1995), and internal agency systems that manage creative work (Ashley
and Oliver, 2010; Mallia Windels and Broyles, 2013).
The other actor in the advertising development process, who might in
contrast take fewer risks than is appropriate, is the marketing client. The
generation of creative ideas in the advertising setting is not purely one-sided;
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clients as the initiators, paymasters, and final decision makers, have a significant
influence on creative outcomes. Research indicates that it is usually only when
brands are under pressure that brand managers seek out and buy more creative
work (Beverland Farrelly and Woodhatch, 2007; Buchanan and Michell, 1991;
Oster, 1982; West, 1999). From an advertising agency’s perspective, they are
often frustrated with the unwillingness of clients to buy highly creative work
(Ashley and Oliver, 2010; Sasser Koslow and Kilgour, 2013; West Kover and
Caruana, 2008).
There are situations where agencies may be opportunistic, but this fits
within a different kind of governance system than the classic principal-agent
problem. For example, Saiya and Moon (2010) suggest that agencies can take
advantage of clients by overstaffing accounts and avoiding accountability in
pricing. Clients attempt to deal with these governance problems by staying with
agencies over long time periods, in the hope a strong relationship will regulate
agencies to perform fairly (Barney, 1999; Haytko, 2004; Michell and Sanders,
1995), but at the same time, and unlike the tenets of Agency Theory, this restricts
the client’s ability to know if they are getting good work (Sharma, 1997).
Agencies may nonetheless still be subject to the principal-agent problem in not
working hard to sell the best work to major clients, instead delivering the most
creative work for small clients, for whom the billings at risk is small.
The authors explore these governance problems from a theoretical
perspective. Complex governance problems exist in the advertising context, but
the solutions to these problems may be even more complicated, and classic
approaches to the principal-agent problem may be insufficient. First, the basic
conflicts that Agency Theory tries to control are analysed within the advertising

168

setting, as well as the difficulties that arise from agency theory approaches. Next
the most relevant contextual factors (Jones, 1987; Senge, 1990), and the familiar
constructs from the advertising literature related to the Client-Agency relationship,
are examined.
How agencies perceive and respond to efforts on the client-side to control
either the outcome or behaviour of the agency is subsequently addressed. The
discussion continues with an examination of how informational inputs can take
the form of controls and enable alternative sub-structures. These perceptions are
posited to affect agency structures through resource application and the
knowledge processes utilised. Unsurprisingly the principal source of uncertainty
for the advertising agency is the client itself (Beverland et al., 2007; Gambetti et
al., 2015; Haytko, 2004; Jones, 1987; Ouchi, 1977).

THE ADVERTISING AGENCY PROCESS
The majority of advertising is undertaken through an agency process
(Bergen Dutta and Walker, 1992; Horskey, 2006). Clients with a brand message
that need to communicate to a target audience outsource the development of
creative ideas to an advertising agency, which has systems and specialised staff to
develop creative ideas (Ellis and Johnson, 1993; Horskey, 2006). As with any
outsourcing of a key organisational process, there is a need for the client and the
agency to have systems of communication, evaluation, and conflict resolution in
place, to deal with differences in expectations and goals (Barry, Peterson, and
Bradford-Todd, 1987; Kover and Goldberg, 1995; West, 1999). These issues are
highlighted in the literature on agency theory, a governance theory concerned with
how problems are resolved when there are differences in goals and risk tolerances
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between the client and the agency (Alchian and Demsetz, 1972; Eisenhardt, 1989;
Jensen and Meckling, 1976; Levinthal, 1988; Mitnick, 1973, 1975, 2006; Ross,
1973; Shapiro, 2005).
These areas for potential conflict are accentuated in situations where it is
difficult to easily and objectively evaluate the output, or the potential effects of
the output (Arrow, 1985; Cohen and March, 1974; Levinthal, 1988; Nilakant and
Rao, 1994; Thompson, 1967), as is the case with creative advertising (Kover and
Little, 1980; Spake D’Souza Crutchfield and Morgan, 1999; West, 1999; West
and Ford, 2001; West Kover and Caruana, 2008; Zhou, 2005). Hence, the client
seeks the highly specialised expertise of agencies to provide creative ideas, which
are difficult to evaluate effectively prior to their very costly launch, and agencies
are dependent upon the clients for information and resources (Doyle Corstjens and
Michell, 1980; Michell and Sanders, 1995; West, 1999).
For advertising agencies, high uncertainty takes the form of a cost, as the
transfer of advertising services carries a high degree of risk due to the difficulty of
ex-ante evaluation. For many clients, especially well established clients with
dominant brands, poor creative can have substantial negative effects on their
brand. Information is imperfect for both the client and agency; both are subject to
individual and organisational levels of bounded rationality (Corner Kinicki and
Keats, 1994; Daft and Weick, 1984; Simon, 1961), both are likely to have made
asset-specific investments (Levinthal and Fichman, 1988; Michell and Sanders,
1995), and further, as per the individuals within organisations, each party is likely
to engage in strategic behaviour that furthers their own interests (Jones, 1987).
Subsequently, the advertising agency relationship is a setting where the key
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aspects of agency theory are prominent (Bergen et al., 1992; Spake et al., 1999;
West, 1999).

Agency Idea Development
On the agency side, creative personnel are tasked with the development of
creative ideas and they have a tendency toward originality (Csikszentmihalyi,
1996; Coutu 2000; Gambetti et al., 2015). Originality results in increases in
attention and is more likely to break through the high levels of clutter in today’s
advertising environment (Pieters Warlop and Wedel, 2002; Smith Chen and Yang,
2008). These are the advertisements the creative will be remember for, and this is
reinforced through the institution of award processes in the industry.
Unsurprisingly the advertising award process is dominated by creativity awards
with an emphasis on originality (Ashley and Oliver, 2010; Hurman, 2011; Kilgour
Sasser and Koslow, 2013). For advertisements that combine the magic of both
high levels of originality and appropriateness, their effects on the brand can be
dramatic and hence provide a strong basis for both individual creative and agency
self-promotion (The Gunn Report, 1999-2014; Institute of Practitioners in
Advertising, 2010; Oliver and Ashley 2012).
While developing advertising ideas which are both highly original and
highly appropriate is the ideal, this is a difficult process given the primary focus
of clients and agency personnel may differ (Gambetti et al., 2015). Hence the
fundamental underlying conflict, that is unique in advertising, is the need for
outcomes that are both original and appropriate. Tensions arise in that the creative
individuals who generate these ideas are skilled, and usually focused, on
generating highly original solutions from which they get both intrinsic and
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extrinsic rewards e.g. award-winning, while clients are often more focused on the
appropriateness of the outcome (Gambetti, 2015; Hackley and Kover, 2007;
Hirschman, 1989; Hurman, 2011; Kover James and Sonner, 1997; Michell, 1984).

The Creative Trade-Off
It is widely accepted that creative ideas must be new, novel and different –
the originality component, and also relevant to the situation, in line with strategic
direction of the client, and appropriate to the target audience – the appropriateness
component, but there are often constraints that limit the achievement of both. A
requirement and focus on highly appropriate work makes it more difficult to
achieve originality as process requirements can stifle divergent thinking (Kilgour,
2006; Wiley, 1998). This trade-off has been identified in the literature but
research looking into how and why it occurs in relation to the agency-client
relationship is limited (Kilgour and Koslow, 2009; Koslow, 2015).
While there is limited research into the trade-off effect within the
advertising literature, there is plenty of research in other domains to suggest
reasons for this trade-off. The psychology literature discusses issues of mental set
fixation and functional fixedness (Hecht and Proffitt, 1994: Ford, 1996; Marsh
Landau and Hicks, 1996; Wiley, 1998), which suggest that when structures
provide too much informational rigidity this can limit original thinking.
Additionally systems that provide too many cues to a problem solution flavours
the creative process toward that cue (Runco and Charles 1992; Muller Melwani
and Goncalo, 2012). Social elements can provide one source of these cues (Berns
et al., 2005; Campbell-Meiklejohn et al., 2010; Galinsky et al., 2008; Kahnemann,
2011; Mojzisch and Schulz-Hardt, 2010; Srivastavam Guglielmo and Beer, 2010).
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The degree to which systems are applied that limit creativity will be significantly
influenced by the level of client risk tolerance, or willingness to accept risk.

Willingness to Accept Risk
Willingness to accept risk is a relatively underdeveloped construct in the
creativity literature. In the advertising context, research into willingness to accept
creative risks suggests that regardless of their natural predisposition towards risk,
an individual makes an active decision to be creative i.e. an ‘investment’ or
‘strategic choice’ (Child, 1972; Sternberg, 2006; Sternberg and Lubart, 1996),
based on the individual’s perception of the environmental incentives. From this
perspective willingness to accept risk has been shown to mediate the relationship
between structural processes and creativity (Dewett, 2006). This willingness to
accept risk has implications for the creativity of advertising outcomes and must be
considered from both the client and agency perspective.
The value of advertising agencies, by definition, lies in their consistent
output of creative material for clients (Ensor Pirrie and Band, 2006). These
organisations are essentially a concentration of creative individuals, and therefore
subject to the shared culture this creates. Risk, remains inherent to the process,
and for the individual and the organisation alike, willingness to engage in risk,
and thereby creativity, is relative to how that creativity will be evaluated (Dewett,
2006; Feldman 1999; Sternberg, 2006; West 1999).
In the advertising setting it is difficult for clients to evaluate the potential
of an agency in developing their brand message (Cagley, 1986; Cagley and
Roberts, 1984; Hurman, 2011; Weilbacher, 1983). Clients use a variety of proxies
in their selection processes such as the agencies prestige (Michell and Sanders,
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1995) and creativity awards (Kilgour et al., 2013; Tippens and Kunkel, 2006;
Waller and Polonsky, 1995), but as these are imperfect measures based upon past
performances under a different context, there is a high risk of Adverse Selection
(Arrow, 1985; Levinthal, 1988; Shapiro, 2005). These proxies may not be an
adequate reflection of an agency’s ability to meet the specific needs of a client,
nor may the specified needs of the client be a good fit with the environment. The
adverse selection problem cuts both ways; creative awards may bring clients to
the agency, but in turn clients place limits on that agency’s ability to do that
award-winning level of creative work thorough their strategic criteria.
The client may have objectives that are less focused on originality than the
agency would prefer. Indeed for mature brands the focus may be much more on
brand reinforcement and repetition of an existing brand positioning strategy
(Beverland et al., 2007; Gambetti et al., 2015; Oster, 1982; White, 1981). This is
not to say that originality components are not also of value, but any messages that
diverge too far from the existing brand position may be viewed by the client as
detrimental (Kilgour et al., 2013). The client themselves are likely to suffer from
tunnel vision. Their strong association with the existing message means that they
will have difficulty accepting ideas that diverge to much from these existing
knowledge structures; the problem of mental set fixation (Hecht and Proffitt, 1994:
Ford, 1996; Marsh Landau and Hicks, 1996; Wiley, 1998).
As the agency is dependent upon the client for their revenues and growth,
agency staff will be aware and respond to the levels of risk tolerance of the client,
and the ideas they present will reflect this (Beverland et al., 2007; Haytko, 2004;
West, 1999; West and Ford, 2001). The very fact that a brand manager may not
want to accept risks as they strive to maintain a strong link in their advertising
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with the existing brand message, limits how novel or new the advertising idea can
be (Ashley and Oliver, 2010; Budner, 1994; Gambetti et al., 2015; Tapiero, 1978).
The question is therefore given differences between the degree of acceptance of
these two components and the resulting potential for tension, how does the agency
deal with these issues?

ELEMENTS THAT AFFECT STRUCTURAL RIGIDITY
There are a number of common structural elements in the agency client
relation that will have an impact on advertising creativity processes. How these
structures are applied by agencies will differ based upon client willingness to
accept risk. Subsequently client willingness to accept risk will manifest itself
through the following range of factors that are familiar to the advertising literature.
Market Research and Copytesting
As the agency environment is one in which behaviours that produce
creative outcomes are fundamentally difficult to identify, let alone assess with
accuracy, in order to minimise the risk of unsuccessful advertisements, numerous
evaluation inputs such as copytesting and market research have been developed.
While the invasive influence of copytesting has long dogged the annals of
advertising folklore (Budner 1994; Cook, 1994; Hayley Staffaroni and Fox, 1994;
Kover 1971; MacDougall, 1984; Rossiter and Eagleson, 1994; Staffaroni, 1993;
Young, 2005), its actual effect on creative outcomes is less than clear cut.
The limited research to date would suggest the effect of these information
inputs will depend upon how and why they were employed (Cook, 1994; Koslow,
2015; Kover, 1971; MacDougall, 1984; Staffaroni, 1993; Stewart and Furse, 1986;
Stewart and Koslow, 1989; Sutherland Duke and Abernethy, 2004). If they are
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used by a client with low acceptance of uncertainty as a method of behavioural
control, they become a structural institutional system constraint (Ouchi, 1977;
Ouchi and Maguire, 1975). If however they are an output control then they may
be used by creatives as a method of refinement after divergent idea generation has
occurred (Kover, 1971; Young, 2005). Subsequently, how they are used rather
than that they are used will result in different impacts on originality and
appropriateness.
As a behavioural control, copytesting and market research can be used to
offset the negative effect of performance ambiguity for the client. Jones (1987)
contends that organisations need to provide their clients with a stream of
information to reduce uncertainty and increase the visibility of the organisation in
order to influence client perceptions. Such tangible proxies take the form of
formalised work procedures, coordination mechanisms, and other governance
structures that work to control employee behaviour. However, Jones (1987) found
that ‘the use of rules and procedures is not an appropriate means of control when
transactions are complex’ (212), as is the case in the production of creative
advertisements.
Creative-relevant skills are part of the highly specialised skills that
creatives bring to the agency-client relationship, and often increase performance
ambiguity by making it more difficult for a client to assess performance. This
does not stop the client trying to assess the performance using these information
inputs. Therefore these information inputs have the potential to act as a means of
controlling employee behaviour, but the side effect is to reduce originality. As a
result, it is quite feasible that an individual may chose not to be creative and rely
on algorithmic or habitual actions when the individual is not required to accept
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risk to complete the task or in order to receive an extrinsic reward (Amabile, 1996;
Ford, 1996).
As far back as McClelland (1956) and Crutchfield (1962) extrinsic
pressure to conform was known to run counter to creative output (Amabile, 1996).
In essence the use of copytesting and research as a behaviour control means
creatives can produce less original work as long as it meets the appropriateness
criteria, and in fact the constrains that are put on them by these measures results in
this. What gets measured gets managed, so the direction of measurement
incentives can end up driving the behaviour of creatives and others within the
advertising agency (Koslow Sasser and Riordan, 2006; West, 1999) which in
many cases is skewed in favour of accountability and intelligent adaption rather
than creativity (Levinthal 1991; Sternberg, 2001; Sternberg and O’Hara, 1999).
In contrast as an output control, agency staff and in particular creatives,
can use copytesting and research as tools in their idea refinement processes
(Young, 2005). When looking at the creative research process, idea refinement is
a crucial step after idea generation (Kilgour, 2007) that ensures that highly
original ideas are made more appropriate to the relevant audiences. In this respect
knowledge of copytesting and market research measures does not need to inhibit
the divergent thinking processes of creatives, but can be used as a means of
refinement and then validation of the ideas they have already generated. In this
case these output control measures should result in increases in appropriateness
with a relatively small trade off in terms of originality.
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Client Exploration Objectives
A significant factor in clients’ advertising requirements is their brand
objectives. This in turn is largely dependent upon their current brand position and
environmental conditions. Research into advertising effectiveness has shown
varied results depending upon the type of measure used (Ang Lee and Leong,
2007; Ang and Low, 2000; Hayley et al., 1994; Kover Goldberg and James, 1995;
Pieters Warlop and Wedel, 2002; Rossiter and Eagleson, 1994; Smith et al., 2007).
Overall however, results indicate that more original work results in awareness
type objectives such as recall and recognition, while advertisements that also
incorporate appropriateness related criteria can also improve likeability, brand
memory and purchase intent (Ang and Low, 2000; Ang Lee and Leong, 2007;
Kover et al., 1995; Lee and Mason, 1999; Pieters Warlop and Wedel 2002; Smith,
Chen and Yang, 2008; Smith et al., 2007; Till and Baack 2005).
Clients who are new to a market, especially in new or highly competitive
markets, will require advertisements that are much more focused on originality
criteria to break through the clutter and achieve awareness. In contrast well
established dominant brands are more likely to want to focus on reminder and
reinforcement objectives, which require more appropriate elements (Kilgour
Koslow and Sasser, 2015). Despite the importance of objectives, few articles in
the advertising creativity domain account for this.
Advertising that achieves both high levels of originality and
appropriateness can attain a range of different objectives simultaneously (Ang and
Low, 2000; Smith et al., 2008), but this is difficult to achieve and often there is a
trade-off between the two components (Kilgour and Koslow, 2009; Koslow,
2015). This may be especially true for large dominant brands whose brand
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managers are reluctant to accept highly original work as this requires a movement
away from their existing brand positioning strategy (Gambetti et al., 2015). Of
course if you are a dominant in a market you have more potential to shape the
market, but through new brand offerings which do not cause issues for the
existing brand positioning. In contrast for smaller, or new, brands a much larger
concern is the lack of any brand awareness and hence the increased emphasis on
originality.

Client Size
Client size is expected to have a positive relationship with appropriateness,
but a negative relationship with originality. This is attributable to a range of
factors beyond those related to client objectives to include the degree of resource
investment, willingness to accept uncertainty, and organisational stratification.
Both Kover and Goldberg (1995) and Davies and Prince (2005) note
situations where less-important clients tend to have fewer agency resources
invested into the advertising production process. West (1999) has shown that, in
keeping with agency theory, agencies are prone to vary the amount of creative risk
that they are willing to take with a client depending on the value to the client’s
business (i.e. the degree of risk to the agency’s revenue stream) to their overall
portfolio. The bigger the client, the lesser the amount of risk the agency is willing
to tolerate, and vice versa (Kover and Goldberg, 1995; West, 1999; West and Ford,
2001). A less risk tolerant agency coincides with an increase in organisational
rules and processes (Corner Kinicki and Keats, 1994; Daft and Weick, 1984;
Greiner, 1972; Jones, 1987; Mumford Whetzel and Reiter-Palmon, 1997), which
serves to restrict originality.
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West (1999) notes that agencies appear more willing to adopt higher risk
strategies with their smaller clients. Smaller accounts may coincide with
decreased uncertainty of the client impacting on the agency’s bottom-line or
reputation, possibly shifting the power base of the client-agency relationship from
client to agency and opening the door to creative opportunism. It follows that
agencies may decrease the level of investment of their resources in the client, and
subsequently concentrate agency expertise more vertically than horizontally,
leading to a decrease in account management and relationship management
processes to the benefit of creative expertise.

Client Sophistication
Client sophistication refers to the client understanding of advertising
processes which prescribe their behaviour (Koslow et al., 2006). More
sophisticated clients understand agency processes and therefore are more likely to
monitor those processes to ensure the outcomes they desire. The monitoring costs
are lower due to their knowledge, and therefore there is an increased likelihood of
using behavioural control (Spake et al., 1999). Indeed, results from Spake et al.
(1999) would indicate that increased ease of measure results in both increases in
behavioural and outcome controls. This effect has also been found in earlier
organisational literature (Ouchi, 1977). As found by Koslow et al. (2006) greater
levels of client sophistication had a substantial negative impact on originality but
increased appropriateness.

180

Length of the Relationship
In terms of length of relationship, certainty in the external environment has
been positive associated with length of client agency relationship (Buchanan and
Michell, 1991). Davies and Prince (2005) propose that clients’ trust of the agency
maps to an inverted U shape as the agency-client relationship develops over time.
As the relationship develops there is an increase in trust and understanding which
coincides with a normalisation effect that reduces agency independence and
increases behaviour that aligns with the client organisation. The theory also
suggests that over time the opposite U shaped curve exists for creativity, with the
agency falling into a cognitive inertia trap that leads to an algorithmic approach to
creativity (Amabile 1996), and eventually a decline in trust when the agency no
longer delivers the very thing they were initially hired for.
High levels of trust can maintain a relationship, increase switching costs,
and reduce the tendency to adapt to external environmental factors. Hence over
time both originality and the strategic relevance of the creative outputs is likely to
reduce. Relationships seem to bring with them a pre-occupation with
accountability, particularly when a series of historic strategic decisions have been
involved. This in turn leads to further risk aversion on the part of both the agency
and the client, misdirecting resources better spent on creative endeavours to
avoiding the risk associated with the past (Davies and Prince, 2005).

CLIENT WILLINGNESS TO ACCEPT RISK
The key element that drives all of these structural elements is the client’s
willingness to accept risk. Client willingness to accept risk increases the agency’s
freedom to take creative risk, and frees the agency from the sophisticated
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coordination and control practices agencies have developed to reduce risk. As
found by Koslow et al. (2006) the most creative work occurs when a client allows
the agency the freedom to explore new approaches and define strategy.
This risk acceptance is influenced by the environmental conditions of the
client organisation, but actions itself through individual levels of risk tolerance.
So the way that environmental conditions incentivise the client will influence the
types of creative demand stipulated.
Environmental Context
Advertising strategies adapt slowly and incrementally in response to
changes in the environment (Oster, 1982; White, 1981). In keeping with the
expectations of classical organisational literature (e.g. Nelson and Winter 1982;
Cyert and March 1963), firms are shown to require some form of ‘shock’ i.e.
profit-downturn, to drive a strategic rethink (Buchanan and Michell, 1992;
Gambetti et al., 2015; Kover and Goldberg, 1995; West, 1999), or alternatively
slack resources to safely invest in exploring (Bourgouis, 1981; Cohen and
Levinthal, 1989; Garcia Calatone and Levine, 2006; Greve, 2007; Lewin Long
and Carrol, 1999; March, 1991; Nohria and Gulati, 1996; Sidhu Volberda and
Commandeur, 2004; Voss, Sirdeshmukh and Voss, 2008). Shocks are driven by
shifts in the market environment where the existing brand position no longer fits.
Willingness to take risk is also more likely to occur in industries that are
highly dynamic or new, where competitive pressures are uneven. Unfortunately
there is limited advertising literature linking the environmental conditions to client
risk propensity, although the research there is suggests that risk adverse clients
advertise significantly less and that those with higher risk aversion take parity
positions within their industry (Tapiero 1978). Moreover, Oster (1982) found that
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a performance shock drives asymmetric behaviours in that high advertisers
increase their advertising, while low advertisers further decreased their advertising
spend.

A GOVERNANCE FRAMEWORK FOR ADVERTISING OUTPUT
Over the course of this paper the influence of the client and how this may
affect the structure of agencies, and the resulting effect on the originality and
appropriateness of creative thinking processes is examined. Figure 9 (below)
incorporates these complex interrelated structural factors into a governance
framework for understanding advertising outputs.
Figure 9 - A Governance Framework for Advertising Output

The diagram starts by acknowledging the environmental conditions that
influence a client’s willingness to accept risk. This risk tolerance in turn interacts
with client sophistication, client size, client exploration objectives, and length of
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the client-agency relationship, to determine the effect on controls, campaign team
structures, and process mode rigidities. The direction of these effects, irrespective
of the client’s willingness to take risk, is indicated in the diagram. In addition
informational inputs in the form of market research and copytesting are illustrated,
as well as the effect of individual level intrinsic motivation. The diagram proposes
the effects in relation to the originality and appropriateness of the final creative
output. This framework goes beyond agency theory, extending it to illustrate a
range of additional governance mechanisms that agency theory cannot account for.
While conceptual in nature this model is consistent with the current body of
literature and holds strong face validity. Empirical work is needed to fully test
these relationships.
There are two overarching implications from this framework. First the
need to understand the complexities of the process and the interactions between
various factors. Foremost in these interactions is the underlying driver of client
willingness to explore. For example a sophisticated client does not necessitate
high levels of behavioural control, that lead to increased resource rigidity, and
subsequent decreases in the originality of output, this depends upon whether that
sophisticated client is risk tolerant or not. In addition this model does not account
for a range of additional factors such as the absorptive capacity of organisations
and individuals, nor domain knowledge and related process specific knowledge
effects. An understanding of how relationship factors influence creative thinking
processes must incorporate these full range of complex interrelationships.
Second, managers from both the client and agency side need to be aware
of the potential trade-off between originality and appropriateness in the creative
thinking process. While in an ideal case both highly original and highly
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appropriate work will be achieved, clients in their drive to ensure appropriateness
can undermine agency originality. Their willingness to accept risk is fundamental
to this process and is far more subtle in its nature than a directive to ‘be creative’.
Given this understanding and an acknowledgement of client objectives,
governance structures can be better aligned to achieve the desired outputs.
Agencies hold the capacity to deliver highly creative work, but this work is
difficult to evaluate prior to execution. This creates significant risk for the client
which they in turn try to control and in that control they restrict the creativity to
begin with. It is a vicious cycle that only the boldest client can overcome. When it
comes to advertising ‘Qui audet adipiscitur.’

185

REFERENCES FOR CHAPTER FIVE
Alchian AA and Demsetz H (1972). Production, information costs, and economic
organisation. American Economic Review 62 (5): 777-795.
Amabile T (1996) Creativity in Context. New York NY: Westview.
Amabile TM, Conti R, Coon H, Lazenby J and Herron M (1996) Assessing the
work
environment for creativity. Academy of Management Journal 39 (5): 1154-1184.
Ang SH, Lee YH, and Leong SM (2007) The ad creativity cube:
Conceptualisation and initial validation. Journal of the Academy of Marketing
Science 35 (2): 220-232.
Ang SH and Low SYM (2000) Exploring the dimensions of ad creativity.
Psychology and Marketing, 17 (10): 835-854.
Arrow KJ (1985) The economics of agency. In: Pratt J and Zeckhauser R (Eds)
Principals and Agents: The Structure of Business. Boston MA: Harvard Business
School Press: pp.37-51.
Ashley C and Oliver JD (2010) Creative leaders. Journal of Advertising 39 (1):
115-130.
Barney JB (1999). How a firm's capabilities affect boundary decisions. MIT Sloan
Management Review 40 (3): 137.
Barringer BR and Harrison JS (2000) Walking a tightrope: Creating value through
inter-organisational relationships. Journal of Management 26: 367-403.
Barry TE, Peterson RL and Bradford-Todd WB (1987) The role of account
planning in the future of advertising agency research. Journal of Advertising
Research 27 (1): 15-21.
Beard F (1996) Marketing client role ambiguity as a source of dissatisfaction in
client ad agency relationships. Journal of Advertising Research 36 (5): 9-20.
Bergen M, Dutta S and Walker OC Jr (1992) Agency relationships in marketing:
A review of the implications and applications of agency and related theories.
Journal of Marketing 56 (July), 1-24.
Beverland M, Farrelly F and Woodhatch Z (2007) Exploring the dimensions of
proactivity within advertising agency-client relationships. Journal of
Advertising 36 (4): 49-60.
Berns GS, Chappelow J, Zink CF, Pagnoni G, Martin-Skurski ME and Richards J
(2005) Neurobiological correlates of social conformity and independence during
mental rotation. Biological Psychiatry 58 (3): 245-253.

186

Bourgeois LJ (1981) On the measurement of organisational slack. Academy of
Management Review 6 (1): 29-39.
Buchanan B and Michell PC (1992) Using structural factors to assess the risk of
failure in agency-client relations. Journal of Advertising Research 31 (4): 68-75.
Budner DM (1994) Increasing the odds for marketplace success - Advertising
development at FCB/LKP. Journal of Advertising Research 34 (3): 112-115.
Cagley JW (1986) A comparison of advertising agency selection factors:
Advertiser and agency perceptions. Journal of Advertising Research 26 (3): 39-44.
Cagley JW and Roberts CR (1984) Criteria for advertising agency selection: an
objective appraisal. Journal of Advertising Research 24 (2): 27-31.
Calantone RJ and Drury DH (1979) Advertising agency compensation: A model
for incentive and control. Marketing Science 25 (July): 632-642.
Campbell-Meiklejohn DK, Bach DR, Roepstorff A, Dolan RJ and Firth CD (2010)
How the opinion of others affects our valuation of objects. Current Biology 20
(13): 1165-1170.
Child J (1972). Organisational structure, environment and performance: The role
of strategic choice. Sociology 6: 1–22
Cohen MD and March JG (1974) Leadership and Ambiguity: the American
College President. New York NY: McGraw-Hill.
Cohen WM and Levinthal DA (1989) Innovation and learning: The two faces of
R&D. The Economic Journal 99 (397): 560-596.
Cook WA (1994) Copytesting: Passion and research. Journal of Advertising
Research 34 (3): 6-7.
Corner PD, Kinicki AJ and Keats BW (1994) Integrating organisational and
individual information processing perspectives on choice. Organisation Science 5
(3): 294-308.
Coutu DL (2000) Creating the most frightening company on Earth: An interview
with Andy Law of St Luke’s. Harvard Business Review 78 (5): 142-150.
Crutchfield RS (1962) Detrimental effects of conformity pressures on creative
thinking. Psychologische Beiträge 6: 463-471.
Csikszentmihalyi M (1996) Creativity: Flow and the Psychology of Discovery and
Invention. New York, NY: Harper.
Cyert RM and March JG (1963) A Behavioural Theory of the Firm. Englewood
Cliffs NJ: Wiley.

187

Daft RI and Weick KE (1984) Toward a model of organisations as interpretation
systems. Academy of Management Review 9 (2): 284-295.
Davies M and Prince M (2005). Dynamics of trust between clients and their
advertising agencies: Advances in Performance Theory. Academy of Marketing
Science Review 11: 1-32.
DeMott DA (1998) The lawyer as agent. Fordham Law Review 67 (2): 301-326.
Dewett T (2006) Exploring the role of risk in employee creativity. Journal of
Creative Behaviour 40 (1): 27-41.
Dobbin F and Baum JAC (2000) Introduction: Economics meets Sociology in
Strategic Management. In: Silverman B (Ed) Advances in Strategic Management,
Vol. 17, Economics meets Sociology in Strategic Management. Bingley, UK:
Emerald, pp.1-26.
Doyle P, Corstjens M and Michell PC (1980) Signals of vulnerability in agencyclient relations. Journal of Marketing 44 (4): 18-23.
Duhan DF and Sandvik, K (2009) Outcomes of advertiser-agency relationships:
The form and the role of cooperation. International Journal of Advertising 28 (5):
881-919.
Durden G, Orsman T and Michell PC (1997) Commonalities in the reasons for
switching advertising agencies: Corroboratory evidence from New Zealand.
International Journal of Advertising 16 (1): 62-69.
Eisenhardt KM (1989) Agency Theory: An assessment and review. The Academy
of Management Review 14 (1): 57-74.
Ellis SR and Johnson LW (1993) Observations: Agency Theory as a framework
for advertising agency compensation decisions. Journal of Advertising Research
33 (5): 76-80.
Ensor J, Pirrie A and Band C (2006) Creativity work environment: Do UK
advertising agencies have one? European Journal of Innovation Management 9
(3): 258-268.
Feldman DH (1999) The development of creativity. In: Sternberg RJ (Ed)
Handbook of Creativity. Cambridge: Cambridge University Press.
Ford CM (1996) A theory of individual creative action in multiple social domains.
The Academy of Management Review 21 (4): 1112-1142.
Ford JD and Slocum JW Jr (1977). Size, technology, environment and the
structure of organisations. Academy of Management Review 2 (4): 561-575.

188

Gambetti R, Biraghi S, Schultz DE and Graffigna G (2015) Brand wars:
Consumer brand engagement beyond client–agency fights. Journal of Strategic
Marketing (Epub ahead of print 18 February 2015.
DOI:10.1080/0965254X.2015.1011199.
Galinski AD, Magee JC, Whitson JA and Liljenquist KA (2008) Power reduces
the press of the situation: Implications for creativity, conformity and dissonance.
Journal of Personality and Social Psychology 95 (6): 1450-1466.
Garcia R, Calantone R and Levine R (2003) The role of knowledge in resource
allocation to exploration versus exploitation in technologically oriented
organisations. Decision Sciences 34 (2): 323-349.
Grayson K and Ambler T (1999) The dark side of long-term relationships in
marketing service. Journal of Marketing Research 26: 132-141.
Greiner LE (1972) Evolution and revolution as organisations grow. Harvard
Business Review 50 (4): 37-46.
Greve HR (2007) Exploration and exploitation in product innovation. Industrial
and Corporate Change 16 (5): 945-975.
Hackley C and Kover AJ (2007) The trouble with Creatives: Negotiating creative
identity in advertising agencies. International Journal of Advertising 26 (1): 6378.
Hall RH (1968) Professionalisation and bureaucratisation. American Sociological
Review 33 (1): 92-104.
Haytko DL (2004) Firm-to-firm and interpersonal relationships: Perspectives from
advertising agency account managers. Journal of the Academy of Marketing
Science 32(3): 312-328.
Hayley R, Staffaroni J and Fox A (1994) The missing measures of copytesting.
Journal of Advertising Research 34 (3): 46-60.
Hecht H and Profitt DR (1995) The price of expertise: Effects of experience on
the Water-Level Task.” American Psychological Society 6 (2): 90-95.
Hirschman EC (1989) Role-based models of advertising creation and production.
Journal of Advertising 18 (4): 42-53.
Horskey S (2006) The changing architecture of advertising agencies. Marketing
Science 25 (4): 367-383.
Hurman J (2011) The Case For Creativity. Auckland, NZ: AUT Press.
Institute of Practitioners in Advertising (2010) The Link Between Creativity and
Effectiveness: New Findings from the Gunn Report and the IPA Databank.
London, UK: IPA.
189

Jensen MC and Meckling WH (1976) Theory of the firm: Managerial behaviour,
agency costs and ownership structure. Journal of Financial Economics 3 (4):
305-360.
Jones GR (1987) Organisation-client transactions and organisational governance
structures. The Academy of Management Journal 30 (2): 197-218.
Jones, M. (2009). “Pitch Secret: How Clients Really Think”. Campaign.
Available at http://www.campaignlive.co.uk/news/892385. (20 March). (Accessed
9 July 2015).
Kahnemann D (2011) Thinking fast and slow. New York NY: Farrar Straus and
Giroux.
Kilgour M (2007) The creative process: the effects of domain specific knowledge
and creative thinking techniques on creativity. PhD Thesis, University of
Waikato, NZ.
Kilgour M and Koslow S (2009) Why and how do creative thinking techniques
work?: Trading off originality and appropriateness to make more creative
advertising. Journal of the Academy of Marketing Science 37 (3): 298-309.
Kilgour M, Sasser S and Koslow S (2013) Creativity Awards: Great
Expectations?. Creativity Research Journal 25 (2): 163-171.
Klein AR (1990) Organisational barriers to creativity… and how to knock them
down. Journal of Consumer Marketing 7 (1): 65-66.
Koslow S, Sasser SL and Riordan EA (2003) What is creative to whom and why?
Perceptions in advertising agencies. Journal of Advertising Research 43 (2): 96110.
Koslow S, Sasser SL and Riordan EA (2006) Do marketers get the advertising
they need or the advertising they deserve? Journal of Advertising 35 (3): 85-103.
Koslow S (2015) I love creative advertising: What it is, when to call for it, and
how to achieve it. Journal of Advertising Research 55 (2): 5-8.
Kover AJ (1971) Marketing research and two kinds of legitimacy. The American
Sociologist 6, (supplementary): 69-72.
Kover AJ and Goldberg SM (1995). The games Copywriters play: Conflict,
quasi-control, a new proposal. Journal of Advertising Research 35 (4): 52-61.
Kover AJ, Goldberg SM and James WL (1995). Creativity vs effectiveness? An
integrating classification for advertising. Journal of Advertising Research 35 (6):
29-38.

190

Kover, A.J., James, W.L., & Sonner, B.S. (1997). To Whom do Advertising
Creatives Write? An Inferential Answer. Journal of Advertising Research 37 (1):
41-53.
Kover AJ and Little C (1980). Crises in copytesting: We often bring them on
ourselves. Journal of Advertising Research 20 (4): 65-71.
Kratzer J, Leenders RthAJ and van Engelen JML (2006) Team polarity and
creative performance in innovation teams. Creativity and Innovation
Management 15 (1): 96-104.
LaBahn DW (1996) Advertiser perceptions of fair compensation, confidentiality,
and rapport. Journal of Advertising Research 36 (2): 28-38.
Lee YH and Mason C (1999) Responses to information congruency in advertising.
Journal of Consumer Research 26: 156-169.
Levinthal DA (1988) A survey of agency models of organisations. Journal of
Economic Behaviour and Organisation 9: 153-185.
Levinthal DA (1991) Organisational adaptation and environmental selection –
inter-related processes of change. Organisation Science 2 (1): 140-145.
Levinthal DA and Fichman M (1988) Dynamics of inter-organisational
attachments: Auditor-client relationships. Administrative Science Quarterly 33 (3):
345-369.
Lewin AY, Long CP and Carroll TN (1999) The coevolution of new
organisational forms. Organisation Science 10 (5): 535-550.
McClelland DC (1956) Risk-taking in children with high and low need for
achievement. Middletown CT: Wesleyan University.
MacDougall MD (1984) Try to make us smart before you call us stupid. Journal
of Advertising Research 24 (5): 9-11.
Mallia KL, Windels K and Broyles SJ (2013) An examination of successful
leadership traits for the advertising-agency Creative Director. Journal of
Advertising Research 53 (3): 339-353.
March JD (1991) Exploration and exploitation in organisational learning.
Organisation Science 2 (1): 71-87.
Marsh RL, Landau JD and Hicks JL (1996) How examples may (and may not)
constrain creativity.” Memory and Cognition 24 (5): 669-680.
Michell PCN (1984) Accord and discord in agency-client perceptions of
creativity. Journal of Advertising Research 24 (5): 9-24.

191

Michell PCN, Cataquet H and Hague S (1992) Establishing the causes of
disaffection in agency-client relations. Journal of Advertising Research 32 (2):
41- 48.
Michell PCN and Sanders NH (1995) Loyalty in agency-client relations: The
impact of organisational context. Journal of Advertising Research 35 (2): 9-22.
Miles R & Snow C (1978) Organisational strategy, structure and process. New
York NY: McGraw Hill.
Mitnick BM (1973) Fudiciary responsibility and public policy: The theory of
agency and some consequences. Presented at Annual Meeting of the American
Political Science Association, Sept 4-8 1973. New Orleans, Louisiana: APSA.
Available from http://dx.doi.org/10.2139/ssrn.1020859.
Mitnick BM (1975) The Theory of Agency. Public Opinion 24 (1): 27-42.
Mitnick BM (1998) Agency Theory. Wiley Encyclopaedia of Management 2: 1-6.
Mitnick BM (2006) Origin of the Theory of Agency: An account by one of the
originators. Social Sciences Research Network. Available from
http://www.pitt.edu/~mitnick/agencytheory/agencytheoryoriginrev11806r.htm
Mojzisch A and Schulz-Hardt SS (2010) Knowing others’ preferences degrades
the quality of group decisions. Journal of Personality and Social Psychology 95
(5): 794-808.
Morais RJ (2007) Conflict and confluence in advertising meetings. Human
Organisation 66 (2): 150-159.
Mueller JS, Melwani S and Goncalo (2012) The bias against creativity: Why
people desire by reject creative ideas. Psychological Science 23 (1): 13-17.
Mumford MD and Simonton DK (1997) Creativity in the workplace: People,
problems and structures. Journal of Creative Behaviour 31 (1): 1-5.
Mumford MD, Whetzel DL and Reiter-Palmon RR (1997) Thinking creatively at
work: Organisation influences on creative problem solving. Journal of Creative
Behaviour 31 (1): 6-15.
Murphy P and Maynard ML (1996) Using judgment profiles to compare
advertising agencies' and clients' campaign values. Journal of Advertising
Research 36 (2): 19-27.
Nelson RR, and Winter SG (1982) An Evolutionary Theory of Economic Change.
Cambridge MA: Harvard University Press.
Nilakant V and Rao H (1994) Agency Theory and uncertainty in organisations:
An evaluation. Organisation Studies 15 (5): 649-672.

192

Nohria N and Gulati R (1996) Is slack good or bad for innovation?. Academy of
Management Journal 39 (5): 1245-1264.
Oster S (1982) Intra-industry structure and the ease of strategic change. The
Review of Economics and Statistics 64 (3): 276-383.
Ouchi WG (1977) The relationship between organisational structure and
organisational control. Administrative Science Quarterly 22 (1): 95-113.
Ouchi WG and Maguire M (1975) Organisational control: Two functions.
Administrative Science Quarterly 20 (4): 559-569.
Oliver JD and Ashley C (2012) Creative leaders’ views on managing advertising
creativity. Journal of Marketing Theory and Practice 20 (3): 335-348.
Pieters FGM Warlop L and Wedel M (2002) Breaking through the clutter:
Benefits of advertisement originality and familiarity for brand attention and
memory. Management Science 48 (6): 765-781.
Ross SA (1973) The Economic Theory of Agency: The Principal’s problem.
American Economic Review 63 (2): 134-139.
Rossiter JR and Eagleson G (1994) Conclusions from the ARF’s copy research
validity project. Journal of Advertising Research 34 (3): 19-32.
Rothenberg, R. (1994). Where the Suckers Moon: An Advertising Story. New
York NY: Alfred A. Knopf.
Runco MA and Charles R (1993) Judgments of originality and appropriateness.
Personality and Individual Differences 15 (5): 537-546.
Saiya C and Moon M (2010) The case for ad agency governance: Masterclass
interview with Chetan Saiya, CEO, Assetlink. GISTICS. Available at
http://damformarketing.com/wpcontent/uploads/2010/03/Chetan_Agency_Governance-v4.pdf (accessed 20 July
2015).
Sasser SL and Koslow S (2012) Passion, expertise, politics, and support. Journal
of Advertising 41 (3): 5-17.
Seggev E (1992) Advertising effectiveness measurement for contribution-based
compensation. Journal of Advertising Research 32 (4): 73-78.
Senge PM (1990). The fifth discipline: the art and practice of the learning
organisation. New York NY: Doubleday Business.
Shalley CE (1995) Effects of coaction, expected evaluation, and goal setting on
creativity and productivity. Academy of Management Journal 38 (2): 483-503.
Shapiro SP (2005) Agency Theory. Annual Review of Sociology 31: 263-284.
193

Sharma A (1997) Professional as agent: Knowledge asymmetry in agency
exchange. Academy of Management Review 22 (3): 758-798.
Sidhu JS, Volberda HW and Commandeur HR (2004) Exploring exploration
orientation and its determinants: Some empirical evidence. Journal of
Management Studies 41 (6): 913-932.
Simon HA (1961) Administrative Behaviour. New York NY: MacMillan.
Smith C (2006) Ideas from the edge. Idealog (Sept/Oct): 32-50.
Smith RE, Chen J and Yang X (2008) The impact of advertising creativity on the
Hierarchy-of-Effects. Journal of Advertising 37 (4): 47-61.
Smith RE, MacKenzie SB, Yang X, Buchholz LM and Darley WK (2007)
Modelling the determinants and effects of creativity in advertising. Marketing
Science 26 (6): 819-833.
Spake DR, D’Souza G, Crutchfield TN and Morgan RM (1999) Advertising
agency compensation: An Agency Theory explanation. Journal of Advertising 28
(3): 53-72.
Srivastavam S, Guglielmo S and Beer JS (2010) Perceiving others’ personalities:
Examining the dimensionality, assumed similarity to the self, and stability of
perceiver effects. Journal of Personality and Social Psychology 98 (3): 520-534.
Staffaroni J (1993) Copytesting – a true team effort. Journal of Advertising
Research 33 (4): 72-73.
Sternberg, R.J. (2001). What is the common thread of creativity? Its dialectical
relation to intelligence and wisdom. American Psychologist 56 (4): 360-362.
Sternberg RJ (2006) The Nature of Creativity. Creative Research Journal 18 (1):
87-98.
Sternberg RJ and Lubart TI (1996) Investing in creativity. American Psychologist
51 (7): 677-688.
Sternberg RJ and O’Hara LA (1999) Creativity and intelligence.” In: Sternberg RJ
(Ed). Handbook of Creativity. Cambridge, UK: Cambridge University Press, 1999.
Stewart DW and Furse DH (1986) Effective television advertising: A study of
1000 commercials. Lexington MA: Lexington Books.
Stewart DW and Koslow S (1989) Executional factors and advertising
effectiveness: A replication. Journal of Advertising 18 (3): 21-32.

194

Stuhlfaut MW and Windels K (2012) Measuring the organisational impact on
creativity: The Creative Code Intensity Scale. International Journal of
Advertising 31 (4): 795-818.
Sutherland J, Duke L and Abernethy A (2004) A model of marketing information
flow: What creatives obtain and want to know from clients. Journal of Advertising
33 (4): 39-52.
Tapiero CS (1978) Optimum advertising and goodwill under uncertainty.
Operations Research 26 (3): 450-463.
Till BD and Baack DW (2005) Recall and persuasion: Does creative advertising
matter? Journal of Advertising 34 (3): 47-57.
Tippens MJ and Kunkel RA (2006) Winning a Clio advertising award and its
relationship to firm profitability. Journal of Marketing Communications 12 (1): 114.
The Gunn Report (1999-2014). The Gunn Report: Annual. London, UK: Author.
Thompson JD (1967) Organisations in Action. New York NY: McGraw-Hill.
Verbeke W (1988) Developing an advertising agency-client relationship in the
Netherlands. Journal of Advertising Research 28 (6): 19-27.
Voss GB, Sirdeshmukh D and Voss ZG (2008) The Effects of Slack Resources
and Environmental threat on Product Exploration and Exploitation. Academy of
Management Journal 51 (1): 147-164.
Wackman DB, Salmon CT and Salmon CC (1987) Developing an advertising
agency-client relationship. Journal of Advertising Research 26 (6): 21-28.
Waller DS and Polonsky MJ (1995) Does winning advertising awards pay?: The
Australian experience. Journal of Advertising Research 35 (1): 25-35.
Wang G, Dou WY, Li HR and Zhou N (2013) Advertiser risk taking, campaign
originality and campaign performance. Journal of Advertising 42 (1): 42-53.
Weilbacher WM (1983) Choosing an Advertising Agency. Chicago, IL: Crain
Books.
Weilbacher WM (1990) Negotiating Agency Compensation. New York NY:
American Association of Advertising Agencies.
West DC (1999) 360° of creative risk. Journal of Advertising Research 39
(1): 39-50.
West DC and Berthon P (1997) Antecedents of risk-taking behaviour by
advertisers: Empirical evidence and management implications. Journal of
Advertising Research 37 (5): 27-40.
195

West DC and Ford J (2001) Advertising agency philosophies and employee risk
taking. Journal of Advertising 30 (1): 77-91.
West DC, Kover AJ and Caruana A (2008) Practitioner and customer views of
advertising creativity: Same concept, different meaning? Journal of Advertising
37 (4): 35-45.
White HC (1981) Where do markets come from? Advances in Strategic
Management 17 (2): 323-350
White GE (1972) Creativity: the X factor in advertising theory. Journal of
Advertising 1: 28-32.
Wiley J (1998) Expertise as mental set: The effects of domain knowledge in
creative problem solving. Memory and Cognition 26 (4): 716-730.
Zhou H (2005) Incentive-based compensation to advertising agencies: A
Principal-Agent approach. International Journal of Research in Marketing 22:
255-275.

196

Chapter Six
Organising for Creativity

197

]

198

Chapter Six: Organising for Creativity
THE REASON FOR THIS ENTERPRISE
The aim of this thesis has been to extend our understanding of creativity.
Creativity is an area that is vital to society, but most commentators agree is a
complex area that has been under researched. It is hoped that this piece of work
goes some small way to assisting in addressing this issue.

The setting of the research was the advertising industry. This industry was
chosen as it is one of the few industries that focuses primarily on the creative
thinking process and has highly specialist personnel concentrating on creative
ideation. However, unlike the majority of research on creativity, the aim of this
thesis was to shed light on a range of interactive, processing capacity, and
knowledge elements, in the creative thinking process, rather than looking at
divergent thinking processes in isolation.

KEY FINDINGS AND DISCUSSION
Four manuscripts are presented for examination as an inter-related body of
work on advertising creativity. These manuscripts have been targeted to top
journals within the field, and are now in various stages of the publication process,
ranging from; pending final decision after minor revision (1 article), under-review
(2 articles), to being in final stages of preparation for submission (1 article).

Taken together, the four manuscripts comprise an enterprise view of
Advertising Agencies and the relationship between their clients and knowledge
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resources. Common themes from the advertising literature provided the substance
of investigation as the discussion moves from the institutional level to the inner
socio-cognitive workings of the advertising agency. Findings from these four
manuscripts provide the basis for the development and extension of a number of
theoretical and conceptual models.

Replicating the Advertising Context in Australasia.
Chapter Two is comprised of a replication and extension of the seminal
study made by Koslow, Sasser and Riordan (2006) “Do Marketing Clients Really
Get the Advertising They Deserve: Agency Views of How Clients Influence
Creativity.”

A significant proportion of the paper is devoted to discussion of the
demonstrable trade-off between the two field-recognised components of creativity;
originality and appropriateness (aka ‘on strategy’) (Runco and Jaegar, 2012;
Sasser and Koslow, 2008). To add methodological rigour, creativity is
operationalised in two ways: as a normative measure derived from scales of the
original Koslow et al study (2006), and as a global subjective measure following
the recommendation of Amabile (1996). In the analysis of both treatments
creativity is demonstrated to come in variable ‘flavours’.

The article diverged from the original article in that many of the
interaction effects were not found. This was either due to a smaller sample but
more likely due to a different sample with the replication not including the same
number of media personnel. However the key finding was that the trade-off
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between originality and appropriateness is strongly influenced by client
sophistication. More sophisticated clients have a cooling effect on the originality
of the final creative output. In addition there was also found to be a positive
effect between formal testing and both originality and creativity.

Figure 10 (below) visually represents the trade-off concepts encapsulated
in these findings, as first presented by Kilgour (2007; Kilgour and Koslow, 2009).
This trade-off is strongly influenced by client’s willingness to explore. In keeping
with the findings of the original Koslow et al (2006) article, clients in the
Australasian advertising markets also get the creative work that they have the
socio-cognitive capacity to absorb.

Figure 10. The Creativity Frontier (adapted from Kilgour, 2007)
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Clients need to be aware of their influence on the agency creative process
and the trade off their influence will have on originality and appropriateness.
Clients contract agencies to develop creative work and at some stage need to let
go off their desire to control the process. In particular clients need to recognise
that agencies have a role in keeping strategy as fresh as originality.

Structuring for Creativity
Chapter Three looks into a number of structural elements driving creativity
in the agency-client relationship.

A Hierarchical Linear Model (Table 2) indicated two key interaction
effects. The first was that adding resources in relation to the number of staff
increased originality in the view of the account executives while creatives had the
opposite opinion. This would reflect similar actions to those described in Social
Judgement Theory (Brehmer, 1976) with account executives more inclined toward
social consensus relative to the creatives, who focus on the achieving original
output. Secondly a similar effect was found on creativity when more functional
areas were included.

An additional finding was that when more creative resources were
employed the agency as a whole perceived originality to increase. Length of
relationship between the client and agency was found to be inversely related to
strategy rather than originality, with the overall effect being a decrease in
creativity. Over time, strategy loses market relevance (Gambetti, Biraghi, Schultz,
and Graffigna, 2015).
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From a managerial perspective when there is more uncertainty in a
relationship and/or task, agencies may be better holding off pouring additional
resources into the account and have faith in their creative personnel. The
tendency is for agencies to match the internal structures of their clients but this
may be counterproductive to good creative work.

Beyond Agency: The Surface of Absorptive Capacity
Chapter Four looks at the issue of absorptive capacity. In the creative
thinking process a key limit is the ability of an organisation or individual to
absorb the knowledge required to generate highly creative ideas. The following
model, Figure 11, shows the creative frontier is also the absorptive capacity
frontier. The model indicates the trade-off that occurs between updating our
beliefs with continuing to maintain these beliefs.

Figure 11 - An Absorptive Capacity Frontier
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The model illustrates that in order to generate creative ideas this requires a
capacity for updating beliefs and the generation of divergent ideas. Additionally,
to generate ideas of value requires a certain degree of domain knowledge, and
systems to integrate these different knowledge structures. Hence, there is a tradeoff between originality and appropriateness, and conflict between individuals and
institutions with different priorities and knowledge and belief systems.

The absorptive capacity literature has focused largely on external
conditions such as availability of information and inter-firm knowledge transfers,
and has so far avoided the question of what internal mechanisms might comprise
absorptive capacity for an organisation. This thesis places two organisational
learning and informational processing mechanisms inside the ‘black box’ left
largely unexamined in absorptive capacity research.

One learning and response mechanism is conflict. Conflict is a regular
feature of the advertising literature. It is often presented in the research as being
between client-agency, although there quite some substantive evidence that
conflict within the agency environment is endemic, or simply, the norm. Whether
the internal dysfunction is representative of a transfer of client-agency conflict
across an agency’s boundaries, is yet to be determined.

Dysfunctional conflict has a positive effect on originality but reduces
appropriateness as well as interacting with copy testing resulting in further
decreasing appropriateness. Consumer research has a negative effect on
originality but increased strategy. When using a cohesive group these effects are
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positive for creativity driven by appropriateness. Client willingness to explore
remains the main predictor of all three outcomes, originality, appropriateness and
overall creativity.

In situations of newly formed teams in need of developing cohesion
management should assign to campaigns where there is consumer research and/or
copy-testing in order that these teams can build up some repeat collaboration. The
copy-testing and/or research provides a basis for them to focus on resulting in
work that is at least an average level and assists in setting a basis for cohesive
development. Subsequently they can be moved into campaigns with less external
limits or control mechanism.

A Theory of Agency: Absorptive Capacity
Chapter Five attempts to integrate many of the key findings from the thesis.
Using Agency theory a new conceptual model that applies this in the context of
advertising production is developed. This model begins the process of trying to
identify the key variables driving creative outputs in an agency setting and their
complex interactions.

The model would suggest that with the absence of client sophistication
then other cues such as copy testing and research take on various roles as either
controls, methods of justification or tools of learning. A sophisticated client will
be better at selection and monitoring of the agency’s behaviours and outputs. This
has a cooling effect on the creativity of the output. In contrast an unsophisticated
client can probably add whatever monitoring they like into contracts with minimal
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effect, because the agency can exploit the ambiguity of the research/measures to
proxy legitimacy. Essentially there is opportunism by both sides.

Other signals that influence the flavour of the creative, come from the
formal informational inputs. Copy testing gives the agency a chance to refine
their work, or in the hands of a sophisticated client, it becomes a mechanism of
control. Similarly, market research becomes a validation tool unless it is in the
hands of a sophisticated client, in which case, it must be visibly represented in the
advertising and so also acts to stifle creativity.

Client sophistication therefore has some impact on determining the
structural elements. The more sophistication, the greater the degree of control; the
greater the behavioural measures, the more rigidity in resources applied, the less
diversity in functions and team size, and the more the creative process resembles
the dominant group within the agency (possibly the creatives). The more output
control, the less rigidity of resources, the more staff and functions get poured on
to lessen the agency’s risk, but the more the process is constrained to an average
of the group’s capabilities.

Without informational inputs, then the other client-side factors (client-size,
nature of task, and client objectives) influence the structures and processing.
Client risk tolerance and length of relationship hit straight onto the processes. A
risk tolerant client permits account management to accept creative magic. Length
of relationship, all comes down to the influence the account management has with
the client.
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This model indicates that Agency Theory in itself does not go far enough
in applying a theory of governance in an advertising setting. The client
sophistication indicated in the research is a fundamental driver of how the contract
is enacted and the resultant creative output. In essence the creative process must
consider the power structures, structures that have been developed to control the
process, individual capacity and knowledge structures, but most critically the risk
tolerance and motivation of the various players. A more developed model
incorporating the learnings of this thesis with regard to absorptive capacity in the
Advertising Agency-Client relationship is illustrated below in Figure 12.

Figure 12 - A Governance Framework for Absorptive Capacity in Advertising
Agencies
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SUMMARY OF IMPLICATIONS FOR PRACTICE
The findings in this thesis, and illustrated in Figure 12, indicate that the
underlying systems of advertising production, and the resulting creative product,
are highly contingent upon external characteristics. These external characteristics
include elements of knowledge resources, and elements that define the learning
relationship between the Client and the Agency. Such institutional and external
knowledge characteristics drive a trade-off between originality and strategy that
affects the creative flavour of the final output.

On a practical level, agencies adjust their internal systematic fit to match
these external characteristics, but do so in ways that may not produce an optimal
level of creativity for the client. Account team structural composition provides a
(silent) signifier of which epistemology or processing mode is sanctioned for the
campaign.

For example, there is a tendency for agencies to match the internal
structures of their clients but this is counterproductive to good creative work.
Adding more agency resources or utilising an increased number of specialists to
an account team when the client is sizeable, or has limited exploration objectives,
is of no clear benefit to campaign strategy, and acts to complicate the advertising
development process. These extra resources lead to more routine idea
development and limit differentiation. Perhaps it is a fair criticism that agencies
overload accounts with billable staff at the client’s expense (Saiya and Moon,
2010).
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Allocating more creative service personnel and reducing the use of other
specialists on an account may permit agencies to better serve their client base with
original and strategic ideas. This is in keeping with the Gross Contention (Gross,
1972), that increasing the pool of ideas for selection, and then testing those
selected can lead to better advertising outcomes.

While this may go against the conventional wisdom employed in some
advertising agencies, agencies need some awareness of their own biases here. The
findings in this thesis have identified differences in creative judgements between
creative personnel and those from other agency services, and suggest that social
consensus impacts on the strategy development process. On a practical note,
Kilgour and Koslow (2009) found that staff from account management could
achieve higher creativity judgements on a task when primed against a selfevaluation bias. Agencies may overcome some unintentional biases in the
advertising process if creative ideation is left to the expert craftspeople before
evaluation by a wider network. This might go some way to alleviating the
conflicts that arise between the different judgements of what is creative in a
particular client context.

However, the sophistication of the client is a fundamental driver of how
the advertising process is enacted and the resultant creative output. Under the
tyranny of a sophisticated client, account management would be advised to be
upfront with creative service staff in what biases may be extant in the client
relationship. It is well worth heeding MacDougall’s succinct invitation to “Try to
make us smart before you call us stupid.” (1984, 9). A suitably motivated and
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skilled creative may still produce original advertising ideas with such awareness
as it enables a similar understanding of the appropriateness criteria from which to
construct a frame.

In terms of informational inputs, copytesting and consumer research are
interpreted by agency personnel as either threat or opportunity cues in how to
structure their response to the commission. Such information can take on the role
of controls, justifications, or learning tools. In the absence of a sophisticated
client, copytesting can be a positive tool for advertising creativity, whereas the use
of consumer research should be understood for its influence on privileging
strategy over originality. That is, copytesting can provide a frame for creative
idea generation and refinement, whereas consumer research is more constructspecific and thereby constrains creativity. Understanding how these resources can
serve to assist or curtail advertising development is essential knowledge for
marketing and agency practitioners alike.

Agencies need to be more proactive in their management of accounts,
particularly when the client is of large size or the client-agency relationship spans
considerable time. In both situations, strategic rigidities emerge that serve to
constrain creativity to a dominant or institutionalised logic for the domain, and
fail to recognise opportunities for brand renewal, or differentiation within a
dynamic client environment. Advertising agencies are experts in both strategy
and originality of marketing communications, and these services are sought after
by clients for exactly that set of expertise, although this may be easily overlooked.
Agencies are advised to take more proactive stance in addressing strategic
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rigidities in how the client’s competitive environment is understood, and that there
are diminishing returns from knowledge in use. Equally so, clients should keep in
mind that agencies can play a role in keeping strategy as fresh as originality.

Of additional note, strategy development is not exclusive to account
management or account planning specialists. Creative personnel also have
abilities in advertising strategy development, and also see this as within their
mandate. Koslow Sasser and Riordan (2006) found that creative staff viewed their
most creative work as being highly original and highly strategic in nature.
Agencies need to consider that there is a difference between advertising that
passes what the client views as ‘appropriate and advertising that delivers the best
result in the consumer domain. Advertising agencies have not invested in
developing persuasion skills and close relationships with their clients to not be
proactive in selling and educating their clients as to what makes for better creative
work.

Taken together, the structure of incentives in the client-agency relationship
(in particular, the use of control methods or a client’s willingness to explore)
conditions the entire advertising development process. Managers, on both agency
and client-side, need to be aware that the potential trade-off between originality
and appropriateness can compromise their objectives.

Given the confluence of factors that influence the creative thinking process,
the institutional structural and knowledge elements contained in the final model
provide a starting point for further exploration. That changes in composition are
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demonstrated to influence the broader range of interpersonal relationship factors
that affect creativity in the advertising setting, is of significant importance to both
future study and organising for advertising production.

Practitioners and scholars are encouraged to pay attention to how the
changes in the organizational system influence the underlying nature of
interactions that occur in the other two systems. The overlying functional
elements of structure reveal changes that may occur in small worlds. This thesis
provides some insight that the underlying interactions are the actual dynamic site
of activities as opposed to the surface structures upon which they occur.

LIMITATIONS AND AREAS FOR FUTURE RESEARCH

There are a number of limitations in this research, firstly the issue of
common-methods variance. In field-studies there is trade-off between collecting
data and controlling for inherent error contained in the method. Acknowledging
that the collection of three campaigns is a compromise based on pragmatics of
attaining a dataset, however, individual subjective variations can then be
controlled for. The power of the models R2=70, combined with statistical control
against a randomised model for each individual, should mitigate to a large effect
the issue of common-methods variable. However future research may want to
replicate these findings with a larger data set of single campaigns and use a
variety of different methods to verify the findings.

212

This research used agency personnel as the basis for analysis, ideally a
matching sample of clients would also be collected. Matching client-side datasets
continue to present a challenge for all researcher’s in advertising (Haytko,2004).

Further, if advertising fulfils the role as a legitimising mechanism for their
activity and performance (Kover, 1970) clients may simply prefer not to know.
That is, the knowledge gaps around both outcome measures and of the sociocognitive technology used in advertising production may serve a useful purpose in
obscuring performance issues within the marketing domain. It is worth
remembering that stock market prices can rise and fall upon signals of change in
client-advertising agency relationships (Mathur and Mathur, 1996).

In addition, the research is predominantly based upon self-assessments of
agency staff’s own work. This ensured a high degree of knowledge of the work
but additional research is needed with independent assessments of these
campaigns ideally using a judging panel of the target audience.

In relation to areas for future research these are identified at the end of
each article but a number of areas require mention. Firstly, the field would benefit
greatly from experimental research examining whether role-based agency
functional areas have distinct perceptual differences with regard to socialcommunication or conflict types. Chapter Three indicated there were attitudinal
differences between creative resources and other functions of agencies with regard
to strategy. Studies using Asch tests or Social-Judgement methodologies would be
welcomed, with those using tools of neuroscience particularly valued.
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Second, research in the advertising literature (i.e. Verbeke et al, 2008), has
barely broached the potential for absorptive capacity as a model for advertising
creativity. Absorptive capacity is a crucial area that needs further development in
relation to creativity thinking processes as creativity requires people with both
high levels of domain expertise to act as the basis for divergent idea combinations
but also expertise in overcoming the problem of mental set fixation.

Finally, it is relatively easy to presume that cognitive conflict is commonplace within any organisational setting in which knowledge is intensively used
and meaning negotiated, and this mechanism remains under-explored in the
context of advertising production. This research is a first line of research focused
on the inhibiting effect that affective types of conflict have on the creative process.
If it is possible to discount the prevalence and role that affective conflict plays on
information processing within the agency, or mitigate through, then we can begin
to focus on the styles of conflict that enhance creativity. However, the two types
of conflict are highly inter-related and these complexities require our research
attention.
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Appendix 1: Research Methodology

This section provides an overview to the quantitative methodology
employed in this thesis to explore the nature of advertising agency group and
client-relationship dynamics.

ADCRISP AND ANZAD
This research is an extension of the AdCrisp study, referred to as the
ANZAD study (Australia and New Zealand AdCrisp). While the AdCrisp
methodology has previously been employed to study advertising creativity in the
USA and Europe5, this is the first time that the methodology has been used to
study New Zealand and Australian perspectives on the production of creative
advertising. The ANZAD study replicates the established AdCrisp methodology
and extends its subject matter in several directions:

a) Examining the similarities and differences in advertising development
systems used between United States and Australasian advertising
agencies;
b) Demonstrating the applicability of the AdCrisp scales for crosscultural and other advertising settings;
c) Identifying any differential effects on the component measures of
creativity, Originality and Strategy;
d) Investigating the effects of intra-agency group dynamics and external
informational conditions upon the production of creative advertising;

5

EuroCrisp
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e) Examination of the structural bases of the learning relationship
between the client and the agency within which advertising production
is embedded.

This study differs from the substantial proportion of published research in
the fields of both creativity and advertising creativity, much of which has been
conducted using student samples or in laboratory settings. As such, the current
understanding is dominated by somewhat artificial contextual situations. In
comparison, and in pursuit of ‘enacted world’ knowledge, the subjects of the
AdCrisp programme are i) active advertising practitioners and ii) the study is
undertaken at their place of work.

The principal means of investigation utilised by the AdCrisp programme
has been through a survey instrument conducted ‘in-house’ i.e. the natural setting
in which advertising is produced. Development of the initial survey instrument is
reported in detail by Koslow, Sasser, and Riordan (2003).

THE ANZAD ADCRISP SURVEY INSTRUMENT
This study adopts the established methodology of the AdCrisp framework.
The principle features of this methodology are;
a) a sample of large best-practice advertising agencies (approximating
70-80% of total billings in the markets they serve) are invited to
participate in the study;
b) a personal intercept approach to obtain individual responses, via;
c) a formal written survey instrument consisting of three parts.

The three parts of the survey instrument are detailed below:
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Part One - measures self-perceptions of the level of creativity of campaign
outputs, and collects data on a range of structural features of the
advertising organisation for each specific campaign.
Part Two – comprises 59 item statements measured on 7 point Likert
scales, reflecting the degree to which various factors were perceived
to be salient in the social-organisational environment during the
development of the campaign.
Part Three - demographic data for classification purposes.

The remainder of this section charts the survey instrument in more specific
detail. The full survey instrument is contained in Appendix Two.

Part One - Primary Dependent Measures:
Survey Design Considerations
Previous research suggests that creative personalities and processes are
sensitive to external evaluation and co-action (Amabile, 1979; Amabile, 1996;
Runco and Sakamoto, 1999). Therefore care has been taken in the research design
of this study with-respect-to minimising or negating such effects. Specifically, the
survey a) will be conducted ex-post rather than simultaneous to the creative
process, and b) measures will be based upon respondent’s self-reflections on
creativity i.e. evaluation of creativity via ‘self-evaluation’ rather than ‘expert
judgements’ of external parties. These procedures are designed to reduce the
intrusion of the researcher upon creative processes.
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Self-perceptions of the level of creativity of campaign outputs form the
central basis of the first section of the survey instrument. Responses to these
questions will inform the dependent measures of analysis.

Researchers face considerable difficulty collecting data within advertising
agencies. Advertising personnel are highly paid professionals who often work on
campaigns with tens of millions of dollars in billings and these campaigns are
highly commercially sensitive. Subsequently, access is often restricted;
participant’s time is a limited commodity, and the subjective nature of the creative
endeavour has its own sensitivities. In particular it is difficult to collect paired
data from both the agency and client. Therefore a researcher often has limited
access and must make full use of that limited time.

In order to make use of this limited access and ensure the maximum
quantity of data collected, respondents will be asked to reflect on their three most
recent campaigns that they have worked on.

Advertising personnel were asked to respond on their three latest
campaigns regardless of how creative they consider those campaigns6 to be. The
method acknowledges that there is variability in creative output, and that not all
advertising need be creative. It also provides for a statistical control on subjective
variation between individuals and campaigns
66

There is some inter-changeability within advertising agencies as to the terminology used to refer

to a campaign. Both a ‘campaign’ and the ‘client’ might also be referred to as an ‘account’.
Additionally, a particular stand-alone advertisement might also comprise a ‘campaign’.
Subsequently, the ANZAD survey reflects the varied use of these terminologies in the wording of
the survey questions.
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The following sub-sections provide a map to the specific components of
the first part of the survey, and rationale for their inclusion.

Preliminary Questions
Two questions precede the dependent measures of interest in this study.
Both questions serve to prime the respondent to the campaign context that they
are responding to.

The first question requires the respondent to identify the three most-recent
advertising campaigns they have worked upon, and the primary communications
media that were used in execution of each campaign.

The second question is a global subjective measure of creativity and
effectiveness. Amabile (1996) recommended the use of a single item response
scale to garner participants’ evaluation of creativity and effectiveness using their
own subjective definitions of these components. These two evaluations are
measured on 7-point Likert scales anchored ‘far less than average’ to ‘far above
average’, and centred on a midpoint of ‘average creativity/effectiveness’. The
wording of the single measures stemmed from the sentence “Using your own
subjective definition of advertising creativity/effectiveness, how creative/effective
was this ad/campaign?” The question is illustrated below:
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Primary Dependent Measure: Creativity Index
Koslow, Sasser and Riordan (2003) established a set of relevant indices for
measuring advertising creativity which are suitable for this study. As opposed to
a single-item global measure of creativity components (described above), Koslow
et al developed a normative index formed from multi-item constructs. Constructs
of originality, strategy, and artistry (forming the two established component submeasures of creativity: originality and appropriateness, and the highly subjective
artistry sub-component) are measured on three scales consisting of 4-5 items each.
A 7-point Likert scale anchored “strongly disagree” (-3) to ‘strongly agree” (+3)
is used, with a neutral midpoint labelled ‘neither’ (0). Each item roots off the
same verbal stem “Compared to other advertisements / campaigns, this
advertisement/campaign was…”. The survey question is displayed below:
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Supplementary Questions
Supplementary questions were asked in order to provide a clear cognitive
break from the task of assessing creativity-related components of the advertising
campaigns. To retain some relevant use of the data collection process, these
questions comprise a supplementary line of investigation based within traditional
forms of organisational analysis. These questions reflect structural-functionalist
variables and provide a second line of classification measures that may be
employed at the researcher’s discretion. The full sub-section may be viewed in
Appendix Two.

Of particular relevance to the theoretical basis of this study are two singleitem questions regarding the composition of the account team for each of the three
identified campaigns. Agencies use different combinations of human capital
contingent on the nature of the account. Sometimes a single creative dyad will be
the sole creative resources allocated to an account; other times, the brief will be
given to several creative teams to work on simultaneously. By the same token, on
some accounts greater numbers of account management staff will be engaged in
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the coordination and persuasion role. Again, a 7-point Likert scale anchored
“strongly disagree” (-3) to ‘strongly agree” (+3) is employed, with a neutral
midpoint labelled ‘neither’ (0). However, as compared with previous questions,
both items derive from a verbal stem “compared to the average account…”. The
survey sub-section is displayed below:

Respondents are also requested to answer several binary (Yes/No)
questions as to whether the creative work selected for the account reflected their
first preference, was remunerated on a performance basis, and whether the client
chose to execute the campaign creative work. Agencies commonly prepare
several creative options; however, the client may seldom select the option which
agency members consider best matches the creative needs of the campaign. These
measures are designed to assess the direct influence of the client in the decision to
implement a creative campaign or not.

Part Two - Primary Independent Measures
The ANZAD survey instrument consists of a written questionnaire
composed of 59 item statements measured on a 7 point Likert scale, reflecting the
degree to which various interdependent factors were perceived to be salient in the
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social-organisational environment during the development of the campaign. The
design of this section of the questionnaire is intended for summarisation via factor
analysis (Hair et al, 1998, 5th Ed). Together, the 59 statements represent 14 latent
constructs common in either organisational or advertising theory.

Construct items were disaggregated and distributed throughout the
ANZAD instrument. As an aid to administration of the research in the field, only
one version of the questionnaire was used for all respondents i.e. no variations to
the question order were applied between subjects.

Consistent with the normative and subjective creativity measures
described in Part One, a Likert scale format anchoring “strongly disagree” (-3) to
‘strongly agree” (+3) is used. In the same manner as that used for responses
regarding the Primary Dependent Measures, respondents were required to write
their response into the panel corresponding to either their most recent, secondmost recent, or third-most recent campaign. A section of Part Two of the
questionnaire is illustrated below.

235

Part Three - Secondary Dependent Measures
Part Three of the survey asked individual respondents about some of their
personal characteristics and advertising-related experiences, for example: tenure
within industry, age, gender, and education. This data was collected for
classification and control purposes. Part Three may be viewed in the context of
the full survey instrument (refer Appendix Two).

DATA COLLECTION
Advertising agencies were selected and invited to participate in the
research through a stratified sampling frame. Where an agency agreed that its
organisation will partake in the research, then an on-site personal intercept method
was used to invite participants to fill out a written questionnaire. The following
sub-sections outline the specific characteristics of the data collection process.
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Sampling Frame, Selection, and Recruitment
To maintain consistency with the selection procedures of the previous
AdCrisp streams, the sampling frame for inviting agencies to participate in the
research is the 20 highest billing full-service agencies in each of the
primary/largest markets for advertising production in New Zealand and Australia:
Auckland, Melbourne and Sydney cities (a total of 60 agencies).

Whereas the AdCrisp research streams employed industry publications (i.e.
Crain’s Business Lists, Advertising Redbooks), no such publication is available
for the New Zealand and Australian context at the time the ANZAD field research
was conducted. Instead, billing information was requested from and provided by
the Communications Agencies Association of New Zealand (CAANZ), and the
Advertising Federation of Australia (AFA). Both of these industry organisations
base their membership levies on the billings revenue of their individual member
agencies. The industry associations estimated that the sampling frame has a
catchment in the vicinity of 75-80% of total advertising billings/revenue for the
respective city/advertising market.

Recruitment of Agencies
Agencies meeting the selection criteria will be invited to participate in the
study via direct contact with top-management and/or previously established
contacts within each agency. The direct approach will take one of two forms,
either:
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a) Personal telephone call followed by an email detailing the study, its
requirements (e.g. permission of agency management to conduct
survey on agency premises with agency staff), and formal invitations
to participate, or;
b) Introductory email as above, with follow-up telephone call to confirm
the contact and reiterate the invitation to participate.

As with the previous AdCrisp research streams, a ‘food’ incentive (e.g.
light lunch) was offered to encourage participation7 either when the timing of
data collection is appropriate or when agency management were proving hesitant
to participate.

Recruitment of Individual Participants
Permission will be sought from agency management to conduct the survey
on the agency premises. Agency management will then be asked to send an
office-wide email and/or post flyers notifying and inviting eligible respondents to
participant in the research. To encourage participation the email and fliers will
identify the researcher and their affiliation, and include a basic outline of the
project, venue, and time commitment. An example of the flyer is illustrated
below.

7

Despite being made available, it should be noted that no agency that participated in the ANZAD

study took up the offer of the food incentive.
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In the majority of agencies, it is anticipated that the agency may nominate
a specific time and place where agency staff can complete the survey instrument
in a group ‘meeting’ setting. Beyond these activities, a handful of agencies may
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permit the researcher an on-site personal intercept approach to recruit individual
respondents. Some flexibility on the part of the researcher may be required to
achieve a good response rate.

In each of the recruitment scenarios, consistency in sampling of individual
respondents within the agency will be maintained via self-selection but subject to
sampling criteria requiring the participant to:

i.

Be an executive from creative, media, account management, strategic
planning, research and other areas of the agency directly involved in
the production of advertising campaigns, and;

ii.

have had direct experience of a minimum of three campaigns across
three clients.

Procedure and Instructions
As well as being the established method of data collection for the AdCrisp
programme, having the researcher administer the survey is considered the method
most likely to maximise participation and completion rates. This is due to the
length of the questionnaire (requiring 20-25 minutes to complete). The presence
of the researcher during data collection, not only projects a high level of
involvement and commitment to the research, but also provides the opportunity
for the researcher to better explain the purpose and nature of the project. This
approach also allows the researcher to allay any fears around the commercial and
personnel sensitivity of the data.
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All participants will be provided with an information sheet at the
beginning of each session. The information sheet identified the researcher and his
affiliation, and included a basic outline of the project, how the information was to
be used, the time commitment required on the participants’ part, and the research
team’s contact details.

In addition, the researcher will verbally explain what is involved and what
the participants will be required to do. At this point the researcher will also
reiterate the rights of participants, including how to obtain further information
regarding the study, and how they may withdraw their participation. It is
anticipated that these introductory procedures will take approximately 5 minutes
to complete. The survey instrument will then distributed to participants.

Verbal Instructions to Participants
Prior to filling out the survey questionnaire, respondents were only told
that the survey topic is ‘advertising creativity in the real world’. Participants were
not informed of the specifics of the constructs being examined in the survey so as
not to prejudice their responses. Additional deception techniques were not
applicable to the research design. Participants were requested to follow the broad
guidelines outlined below:

Please reflect on the last three campaigns you have worked on regardless
of how creative you think they were.
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i.

Campaigns should be complete (although not necessarily in the
market yet).

ii.

With the first question, please list the client, campaign title or at least
the category. This information remains confidential to the
researchers.

iii.

To offset any apprehension that participants may feel regarding
confidentiality of their responses, the instructor re-emphasised that:
We do not publish or identify the names of any client, campaign,
agency or individual. Nor do we compare or assess the creativity of
any agency or individual.

iv.

Please use your personal judgement of how effective you think the
campaign is going to be.

v.

Please answer all questions.

Debrief to participants
Once all respondents at the site had completed the survey, participants
were offered a list of articles published from findings of previous AdCrisp studies
for their reference. On some occasions a more detailed discussion and disclosure
of the project ensued when respondents displayed interest.

DATA PROCESSING
The completed survey forms were entered into a MS Excel worksheet.
Following a data-cleaning process, a number of statistical analyses were
conducted upon the data set using the SAS statistical package software. The
specific analytical procedures, results and findings are included in the
methodology sections of each manuscript comprising the thesis.
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