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ABSTRACT
Task conflict is a common occurrence among entrepreneurs and 
investors, not least due to the interdependent and strategically 
collaborative nature of their relationship. Still, research has 
yielded scarce insights into how task conflict modifies specific 
innovation characteristics. Focusing on two primary dimensions, 
our study explores how task conflict between entrepreneurs 
and investors influences the radicalness and speed of innova
tion in nascent ventures. Additionally, we investigate the mod
erating role of procedural justice. Analyzing our sample of 113 
entrepreneurs reveals that task conflict in the entrepreneur- 
investor dyad negatively relates to both innovation radicalness 
and speed. However, we also show that procedural justice can 
alleviate task conflict’s adverse effect on innovation radicalness. 
Our findings enrich the theoretical understanding of the con
flict–innovation nexus and its variables and offer practical gui
dance for entrepreneurs and investors regarding the impact of 
task conflict on innovation characteristics.
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Introduction

Conflict and debate commonly prevail among entrepreneurs and investors 
(Yitshaki, 2008)—and although both parties in this dyad are in agreement 
about their joint interest in the new venture’s success (Cable & Shane, 1997), 
their disagreements can have severe relational and organizational outcomes. 
In response to the increasing research interest in recent decades, studies 
revealed both beneficial and detrimental impacts of the entrepreneur–investor 
task conflict, such as on investor value (Brettel et al., 2013), exit intentions 
(Collewaert, 2012), venture performance (Higashide & Birley, 2002), and 
confidence in the cooperation (Zacharakis et al., 2010).

Previous studies also uncovered initial indicators that task conflict in the 
entrepreneur–investor dyad negatively affects new ventures’ general inno
vation performance (Collewaert, 2008; Collewaert & Sapienza, 2014). 
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However, research has neglected to explore two equally essential dynamics 
between innovation and task conflict in the entrepreneur–investor dyad: 
Does task conflict result in more or less radical innovation? Does it result 
in slower or faster innovation? This omission is surprising, as there is 
general agreement that innovation radicalness and speed are decisive for 
ventures’ competitive edge and long-term success (for example, McDermott 
& O’Connor, 2002; Tellis et al., 2009). Accordingly, scholars call for a more 
nuanced exploration of the relationship between conflict and innovation 
(De Clercq et al., 2009), demand more depth in studying the antecedents of 
innovation in the entrepreneur–investor dyad (Collewaert & Sapienza, 
2014), and urge conflict researchers to better examine the influence of 
conflict on innovation quality and quantity (Song et al., 2006). 
Generating more fine-grained insights into how specific facets of innova
tion change under conflict would help obtain a more tangible grasp of the 
venture-level mechanisms influenced by task conflicts in the entrepreneur– 
investor dyad.

We consider the contingency framework (Jehn & Bendersky, 2003) com
monly used in research on the entrepreneur–investor conflict (for example, 
Brettel et al., 2013; Collewaert & Sapienza, 2014). Prior work on the association 
between entrepreneur–investor task conflicts and new ventures’ overall inno
vativeness examines several contingent moderating factors—such as trust, 
agreement on priorities, and interaction frequency—that can weaken or 
strengthen the conflicts’ potential detrimental outcomes (Collewaert, 2008; 
Collewaert & Sapienza, 2014). Another valuable contingency factor to con
sider in the relationship between entrepreneur–investor task conflict and 
innovation is entrepreneurs’ perceived procedural justice, referring to entre
preneurs’ perception of being treated fairly by their investors during decision- 
making (L. W. Busenitz et al., 2004; Lind & Tyler, 1988). Scholars in the 
entrepreneur–investor conflict domain have already explored procedural jus
tice as a contingency variable, particularly its impact on the relationship 
between conflict and investor value (Brettel et al., 2013). However, there are 
no examinations of procedural justice as a contingency factor in the literature 
on the association between entrepreneur–investor conflict and innovation. 
This gap is surprising, as previous research highlights the importance of 
procedural justice for innovation processes and outcomes; L. W. Busenitz 
et al. (2004), for instance, suggest that procedural justice within the entrepre
neur–investor dyad encourages entrepreneurs to collaborate with their inves
tors in both conceiving and implementing innovations. Earlier works show 
that procedural justice enhances innovation team performance (Korine, 1997) 
and argue that it promotes more active idea-sharing (Kim & Mauborgne, 
1998). These results prompt us to explore the role of procedural justice in 
innovation contexts by investigating its impact on the relationship between 
entrepreneur–investor task conflict and innovation radicalness and speed.
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The purpose of this article is twofold. First, we aim to uncover the 
relationship between task conflict in the entrepreneur–investor dyad and 
the radicalness and speed of innovation. In this context, we understand 
innovation radicalness as “the capability to generate innovations that 
significantly transform existing products and services” (Subramaniam & 
Youndt, 2005, p. 452) and innovation speed as “how quickly an idea 
moves from concept to a product in the marketplace” (Chen et al., 
2012, p. 289). Second, we investigate the contingent, moderating role of 
the entrepreneurs’ perceived procedural justice, which we define in our 
context as “the extent to which the dynamics of the [investor-entrepre
neur] relationship are judged to be fair” (L. Busenitz et al., 1998, p. 8).

We compiled a sample of entrepreneurs affiliated with two of the 
most entrepreneurial universities in Germany, according to Deutscher 
Startup Monitor (2023). From May to October 2023, we contacted the 
entrepreneurs individually and asked them to complete the survey. After 
cleaning the data, our final sample contained responses from 113 entre
preneurs. Our analyses indicate that task conflicts in the entrepreneur– 
investor dyad significantly reduce both radicalness and speed of innova
tion in nascent ventures. Further, our findings reveal that procedural 
justice buffers the adverse impact of task conflict in the dyad on 
innovation radicalness—but only at low to moderate levels of task 
conflict.

Our empirical study makes two contributions to the entrepreneurial conflict 
literature. First, we deepen the understanding of how task conflict in the 
entrepreneur–investor dyad influences innovation radicalness and speed, add
ing a more nuanced dimension to the existing conflict–innovation literature 
that either explores how conflict affects the number of innovations introduced 
(De Dreu, 2006) or focuses on the outcomes of dyadic task conflict on new 
ventures’ general innovation performance (Collewaert & Sapienza, 2014). We 
provide more depth by proposing that task conflict affects both innovation 
radicalness and speed. Second, we extend the application of the contingency 
framework proposed by Jehn and Bendersky (2003), particularly within the 
context of the entrepreneur–investor conflict. By focusing on procedural 
justice as a moderating variable, we broaden the current understanding of its 
role in the innovation context and demonstrate how procedural justice and its 
related decision dynamics influence the association between task conflict and 
innovation radicalness and speed. Specifically, we show that procedural justice 
may mitigate the impact of task conflict, though this benefit is limited to lower 
levels of task conflict. Additionally, we offer practical insights for entrepre
neurs and investors, enabling them to manage and attenuate conflicts proac
tively and foster an environment conducive to innovative processes. Further, 
our results advise entrepreneurs and investors to leverage procedural justice as 
a buffer in situations with low to moderate task conflict by ensuring fairness in 
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decision-making to weaken the impact of task conflict on innovation 
radicalness.

Theory and hypotheses development

New ventures’ innovation radicalness and speed

Innovation is a critical success factor for every entrepreneurial entity, whether 
an incumbent corporation or a nascent venture (Schumpeter, 1934). 
Innovation is commonly defined as “the development and use of new ideas 
or behaviors in organizations” (Damanpour & Wischnevsky, 2006, p. 271) and 
describes the process of devising creative ideas and translating them into new 
products, services, markets, structures, or systems (Amabile, 1988; 
Damanpour & Wischnevsky, 2006). In their thorough research on the concept 
of innovation, scholars have found innovation to significantly increase firm 
performance (accounting returns, growth, and stock market performance) 
(Rosenbusch et al., 2011) as well as firm growth and survival rates 
(McDermott & O’Connor, 2002; Song et al., 2006). Notably, in the case of 
early-stage ventures, studies have underlined that investors not only assign 
higher valuations to more innovative companies but also express greater 
confidence in the prospective investment (Zheng et al., 2010). Concerning 
financing decisions, a young venture’s innovative products and services are 
thus of primary investor interest (Rubera & Kirca, 2012).

Prior research has already examined how conflicts between entrepreneurs 
and investors influence a venture’s general innovation activity, measured by its 
perceived innovativeness compared to competitors (Collewaert, 2008; 
Collewaert & Sapienza, 2014). However, it is essential to shed light on two 
specific innovation concepts that, according to previous literature, signifi
cantly affect ventures’ competitive edge and performance (McDermott & 
O’Connor, 2002; Tellis et al., 2009): innovation radicalness and innovation 
speed. This approach is in line with earlier conceptual studies that highlight 
a lack of clear, distinct metrics of innovation and suggest differentiating 
between innovation success measurements and innovation characteristics 
measurements, which could lead to more impactful research on innovation 
and its consequences for organizational outcomes (Gatignon & Xuereb, 1997; 
Gatignon et al., 2002). McDermott and O’Connor (2002) also underscore that 
traditional definitions of innovation do not capture its degree or magnitude. 
Accordingly, we distinguish the two innovation characteristics of radicalness 
and speed.

Research has established that innovation radicalness—one primary attri
bute of innovativeness—positively relates to customer benefits, organiza
tional performance, and growth (Slater et al., 2013; Sorescu et al., 2003). 
While radical innovation claims one end of the spectrum, incremental 
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innovation lies on the opposing end. The latter describes a quality of 
novelty that is less drastic and embodies the progressive refinement of 
pre-existing knowledge, capabilities, or technologies (Chan & 
Parhankangas, 2017; Christensen & Bower, 1996; Rubera & Kirca, 2012; 
Tellis et al., 2009). Radical innovations might be riskier (Chan & 
Parhankangas, 2017; A. Cooper & Smith, 1992; Damanpour, 1996) yet 
promise economically higher returns than incremental innovations, as 
they significantly advance the price–performance ratio (Gatignon et al., 
2002). Existing literature identifies substantial knowledge gaps regarding 
the influence of conflict on the continuum of incremental and radical 
innovativeness and thus calls for additional research (Song et al., 2006). 
The second underlying characteristic of innovation we consider relevant is 
innovation speed, also termed new product/service development speed, 
time-to-market, or cycle time (Chen et al., 2012). Prior works mostly reveal 
a positive association between innovation speed and a company’s innova
tion activities and success (Calantone et al., 2003; González & Palacios, 
2002). Moreover, innovation speed is assumed to directly affect market- 
entry timing, development costs, competitive advantage, and financial per
formance and positively relates to the creation of products that provide 
value to customers (Cankurtaran et al., 2013).

Neither the radicalness nor the speed of innovation has been specifically 
examined in the context of entrepreneur–investor task conflicts, although they 
represent two significant, performance-related criteria that are clearly under 
the influence of a new venture’s management team (Slater et al., 2013). Thus, it 
is a fruitful avenue to examine the effects of dyadic task conflict between 
entrepreneurs and investors on young ventures’ innovation radicalness and 
speed.

Entrepreneur–investor conflict and its role in shaping ventures’ innovativeness

The notion of conflict encompasses “a process that begins when an individual 
or group perceives differences and opposition between itself and another 
individual or group about interests and resources, beliefs, values, or practices 
that matter to them” (De Dreu & Gelfand, 2008, p. 6). While past scholarly 
investigations into conflict dynamics predominantly focused on intra-group 
contexts (De Wit et al., 2012; Jehn, 1995; Jehn & Bendersky, 2003; Jehn & 
Mannix, 2001), recent years have seen a surge in research on inter-group 
conflicts, and the entrepreneur–investor dyad in particular has garnered sig
nificant attention (Brettel et al., 2013; Collewaert, 2012; Khanin & Turel, 
2013).

In conflict studies, a conventional categorization distinguishes between two 
primary conflict types: task conflict and relationship conflict. Task conflict, or 
cognitive conflict, describes differences in opinions about work tasks, ideas, 
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strategies, or decisions (Jehn & Mannix, 2001). Conversely, relationship con
flict, denoted as affective conflict, encompasses interpersonal incongruities, 
manifestations of tension, and personal antipathy among the entities engaged 
in the conflictual interaction (Jehn & Mannix, 2001).

Relationship conflict is generally and widely acknowledged to have detri
mental effects on the entrepreneur–investor dyad and the venture (Brettel 
et al., 2013; Higashide & Birley, 2002; Khanin & Turel, 2014). In contrast, the 
role of task conflict has yet to be exhaustively defined, with scholars under
scoring its potential dual impact, indicating outcomes that are either unfavor
able (for example, Collewaert, 2012; Zacharakis et al., 2010) or beneficial (for 
example, Brettel et al., 2013). Specifically relevant to our context is a study by 
Collewaert (2008), who finds significant adverse effects of task conflict in the 
entrepreneur–investor dyad on new ventures’ overall innovativeness. In 
a more recent study, Collewaert and Sapienza (2014) propose that task conflict 
between entrepreneurs and investors negatively influences a venture’s innova
tiveness compared to its competitors, but they fail to show a significant effect. 
Higashide and Birley (2002), when examining the relationship between task 
conflict in the dyad and new venture performance—measured as a calculation 
based on financial (for example, sales growth rate, market share, and cash 
generation) and non-financial criteria (for example, development of new 
products, markets, and personnel)—paradoxically conclude that task conflict 
can be beneficial for venture performance.

Conflict in the entrepreneur–investor dyad is prevalent, yet notable 
research gaps remain. In particular, scholars have not yet thoroughly exam
ined its consequences for new venture innovation, which is of high interest to 
investors. Moreover, earlier studies have yielded only limited and inconclusive 
findings. Responding to the need to shed more light on conflict in the 
entrepreneur–investor dyad, this article focuses on the more ambiguous type 
of conflict and studies how task conflict, particularly between entrepreneurs 
and investors, influences new ventures’ innovation radicalness and speed.

Task conflict and radicalness of innovations

Radical innovations can transform entire industries and sectors by revolutio
nizing extant products and services (Chandy & Tellis, 2000). Such radical 
innovations predominantly originate in nascent ventures (Chandy & Tellis, 
2000; McDermott & O’Connor, 2002), making these ventures attractive and 
exciting for investors, as radical innovations promise competitive advantage 
(Tellis et al., 2009), innovation performance (Gatignon & Xuereb, 1997), and 
financial success (Rosenbusch et al., 2011). However, task conflict between 
entrepreneurs and investors, linked to disagreements and uncertainty about 
tasks and ideas (Jehn & Mannix, 2001), might alter the innovation 
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environment. Based on the following two arguments, we propose that task 
conflict in the entrepreneur–investor dyad negatively relates to innovation 
radicalness.

First, we argue that task conflict in the entrepreneur–investor dyad impedes 
ventures’ innovation radicalness because disputes lead to a lack of creative and 
radical ideas. Given that “innovation is the successful implementation of 
creative ideas” (Amabile, 1988, p. 126), it is no surprise that innovation 
research has close links to creativity research. Both innovation and creativity 
distinguish themselves on a radical versus incremental spectrum (Chan & 
Parhankangas, 2017; Madjar et al., 2011), resulting in radical innovations 
primarily stemming from daring, radically creative processes and ideas 
(Colombo et al., 2017). Thus, it seems that for radical innovations, young 
ventures must actively seek revolutionary creative ideas to produce break
through products or services. Task conflict, a type of conflict centered on 
disagreements about tasks, ideas, and next steps for the company (Jehn & 
Mannix, 2001; Yitshaki, 2008), involves multiple opinions and suggestions, 
likely resulting in a form of “idea battling” between entrepreneurs and their 
investors. However, prior studies suggest that an overabundance of ideas can 
lead to perceived constraints on expressing new thoughts, diminishing crea
tivity and, ultimately, the originality of ideas (Hofstetter et al., 2021; Stephen 
et al., 2016). Scholars also argue that high levels of task conflict distract 
individuals from keeping an open mind when generating ideas, resulting in 
overstrain and insecurity and ultimately harming creativity and innovation 
(De Dreu, 2006; Farh et al., 2010).

Second, we contend that increased risk aversion and a shift in focus in times 
of task conflict impede the radicalness of innovations. Radical innovations 
require a substantial willingness to take risks (Gassmann et al., 2001; Slater 
et al., 2013) as breakthrough products or services often aim to serve not-yet- 
defined markets (McDermott & O’Connor, 2002). However, research demon
strates that uncertainty, not uncommon in the entrepreneurial setting 
(McMullen & Shepherd, 2006) and even more likely when conflict occurs, 
entails more risk-averse behavior (Mengel et al., 2015). Instead, entrepreneurs 
likely prioritize conflict resolution, secure ongoing funding, and diminish 
uncertainty before resuming radically innovative behavior. The assumed 
focal and behavioral shift contradicts Slater et al.’s (2013) proposition that it 
is the task of the leader—in our setting, the entrepreneur—to push radical 
innovations to success and to pay full attention to this effort, which is unlikely 
under task conflict and hence distraction.

In conclusion, we propose that task conflict in the entrepreneur–investor 
dyad has an adverse effect on the innovation radicalness of new ventures.

H1: Task conflict between entrepreneurs and investors is negatively related 
to the radicalness of innovation in new ventures.
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Task conflict and speed of innovations

Efficient and fast new product or service development is a prerequisite for 
a thriving business, especially in turbulent and continuously changing 
environments (Chen et al., 2012), such as the entrepreneurial context. 
Fast innovation cycles, including rapid prototyping, quick customer feed
back, and regular iterations (R. G. Cooper, 2019), are vital for new ventures 
still seeking to establish their market position and fighting for survival 
(Deeds et al., 1999). In contrast, disagreements about tasks and ideas result 
in discussions (Jehn & Mannix, 2001) that are time-consuming yet indis
pensable. Building on the following two arguments, we propose that task 
conflict in the entrepreneur–investor dyad decelerates new ventures’ inno
vation processes.

First, we argue that the time-consuming nature of task conflict in new 
ventures causes increased delays and, consequently, decreased innovation 
speed. Task conflicts between entrepreneurs and investors encompass debates 
about, for example, resource allocation, risk management, new products or 
services, and general strategies (Jehn et al., 2008; Yitshaki, 2008; Zacharakis 
et al., 2010). Entrepreneurs might, for instance, be “frustrated that [they] have 
the money but the investors want to mitigate the risk by concentrating on the 
initial product [. . .] until there are sales and don’t want to diversify” (Yitshaki, 
2008, p. 276). Thus, while task conflict mainly produces lively, valuable, and 
constructive discussions (Amason, 1996; Jehn & Bendersky, 2003), debating 
takes time and is likely to shift attention and delay decision-making, poten
tially affecting the new product or service development process. This scenario 
stands in contrast to an environment promoting innovation speed, which 
requires fast go–kill decisions to maintain the required pace (R. G. Cooper, 
2019).

Second, we suggest that task conflicts between entrepreneurs and investors 
not only cause delays but also hinder the efficiency of innovation teams in new 
ventures, ultimately slowing down the pace of innovation. As task conflicts 
and related disagreements increase uncertainty (Paletz et al., 2016), entrepre
neurs likely perceive heightened insecurity about their positions and agendas 
as they continuously exchange opposing opinions and ideas with their inves
tors. Scholars suggest that entrepreneurs’ emotions are contagious (for exam
ple, Hubner et al., 2020; Laguna et al., 2020) and in particular, that 
management team members can spread worry to employees, thereby nega
tively affecting their entrepreneurial behavior (Brundin et al., 2008). Thus, it 
can be assumed that when task conflicts emerge between entrepreneurs and 
investors, innovation teams within the venture also perceive uncertainty and 
a lack of clarity regarding the venture’s direction. For innovation speed, 
however, goal clarity and certainty are essential (Sivasubramaniam et al., 
2012). In the same vein, studies have shown that task conflict negatively 
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influences the viability and productivity of project teams (Jehn et al., 2008), 
suggesting that it is likely detrimental to innovation process efficiency and, 
consequently, to innovation speed. Moreover, it is also possible that in periods 
of task conflict with the investor, entrepreneurs intentionally decide to slow 
down the innovation process, as innovation speed should not come at the 
expense of quality (Chen et al., 2012; Crawford, 1992).

In conclusion, we propose that task conflict in the entrepreneur–investor 
dyad slows down the innovation process in new ventures.

H2: Task conflict between entrepreneurs and investors is negatively related 
to the speed of innovation in new ventures.

Procedural justice in the entrepreneur-investor relationship

Procedural justice refers to the perception of fairness in decision-making 
processes (Lind & Tyler, 1988) and is a concept with widespread and sustained 
recognition (Rupp et al., 2017). In organizations, it involves ensuring fairness 
and openness in the methods used to make decisions regarding, for example, 
rewards, promotions, or resource distribution (He et al., 2014). Kim and 
Mauborgne (1997, 1998) argue that procedural justice fosters the knowledge 
economy—an ecosystem marked by idea-sharing and cooperation—which, in 
turn, promotes ideas and innovation. The authors propose three decisive 
criteria for procedural justice in the organizational setting: engagement, 
explanation, and clarity of expectations (Kim & Mauborgne, 1997, 1998). 
Engagement refers to the involvement of all relevant parties in decision- 
making; they are asked for their input and allowed to challenge each other’s 
ideas and assumptions. Explanation refers to establishing transparency for all 
relevant parties regarding the underlying reasons for a decision or rejection of 
some suggestions. Clarity of expectations means that all relevant parties are 
always aware of all joint expectations and applicable rules and agreements 
(Kim & Mauborgne, 1997, 1998).

Procedural justice is considered fundamental for individuals or parties who 
own a significant stake in something but lack complete control (Sapienza & 
Korsgaard, 1996). This aspect is especially relevant for entrepreneurs, who, 
while invested in their ventures, must relinquish shares and power to gain 
access to investors’ input and resources (Wasserman, 2017). Given their equity 
stake, investors are traditionally considered the more powerful party in the 
entrepreneur–investor relationship (Cable & Shane, 1997). However, recent 
literature suggests that both entrepreneurs and investors can draw power from 
various sources of capital, including non-financial, with power dynamics 
shifting over time and potential imbalances likely resulting in the unfair use 
of power in decision-making (Waldron et al., 2024). This potential imbalance 
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makes procedural justice—where entrepreneurs and investors feel treated 
fairly and transparently in decision-making (L. W. Busenitz et al., 2004)— 
especially relevant. Procedural justice theory thus serves as a viable perspective 
to examine entrepreneur–investor relations, offering new insights into how 
entrepreneurs can actively steer their investor relations (Sapienza & 
Korsgaard, 1996). Previous studies on procedural justice in the entrepre
neur–investor dyad indicate its beneficial role in trust-based collaborations 
and innovation. Sapienza and Korsgaard (1996), for example, highlight the 
criticality of procedural justice in building trust and commitment to decisions 
within the entrepreneur–investor relationship. Brettel et al. (2013) demon
strate that procedural justice, in the presence of task conflict, significantly 
increases the value entrepreneurs attribute to their investors. More specifically, 
L. W. Busenitz et al. (2004) assume that entrepreneurs who perceive a high 
level of fairness in their relationship with investors will more likely engage 
with and implement innovative ideas.

Still, empirical evidence on the role of procedural justice in fostering 
innovation within the entrepreneur–investor dyad remains limited. 
However, numerous studies from the broader organizational context highlight 
the positive impact of procedural justice on promoting innovation. Early on, 
researchers identified procedural justice as a driver of pro-organizational 
behavior and commitment (Lind & Tyler, 1988), innovation team perfor
mance (Korine, 1997), and trust and knowledge sharing (Kim & Mauborgne, 
1998). Similarly, procedural justice advances commitment to and support for 
decisions made through cooperative efforts (Kim & Mauborgne, 1996) and 
can boost company profitability by contributing to cost savings and stability 
(Luo, 2005). More recently, He et al. (2014) indicate that procedural justice 
enhances employee engagement by strengthening organizational identifica
tion, which, in turn, likely fosters pro-organizational efforts. Thus, while 
Collewaert and Sapienza (2014) have already examined relational contingen
cies such as priority agreement or communication frequency in the conflict– 
innovation domain, we aim to explore how procedural justice moderates the 
relationship between entrepreneur–investor task conflict and innovation radi
calness and speed, thereby adding to the contingency framework by Jehn and 
Bendersky (2003).

The moderating effect of procedural justice on the relationship between task 
conflict and innovation radicalness

As proposed in H1, we expect task conflict within the entrepreneur–investor 
dyad to reduce innovation radicalness. Based on two arguments, we derive that 
procedural justice unfolds a moderating mechanism on this relationship that 
weakens the association.

2834 P. C. OTTO ET AL.



First, we expect that procedural justice in the dyad weakens existing 
power dynamics, transforming task conflict into a more constructive, 
cooperative dynamic that fosters the equal suggestion and acceptance of 
new ideas and alleviates the negative relationship between task conflict and 
innovation radicalness. Although both entrepreneurs and investors have 
a vested interest in the venture, the investor is generally perceived as the 
more dominant entity within the entrepreneur–investor dyad (Cable & 
Shane, 1997), potentially creating an imbalance. Procedural justice, in 
contrast, relates to the perceived fairness and transparency within 
a relationship and manifests in clear decision-making procedures that 
encompass the involvement of all parties and clear communication (De 
Clercq et al., 2010; He et al., 2014; Siegel et al., 2005). Regarding the 
entrepreneur–investor relationship, research has already established proce
dural justice as beneficial for cooperation, arguing that entrepreneurs who 
perceive fair treatment on the part of their investors are more likely to 
implement investors’ innovation requests (L. W. Busenitz et al., 2004). 
Similarly, radical innovations strongly depend on producing and exploring 
creative ideas (Chan & Parhankangas, 2017; Madjar et al., 2011). Promoting 
procedural justice in the dyad likely fosters this creativity, as the ensuing 
shift in power dynamics facilitates a joint exchange of and decision-making 
on creative ideas the venture intends to pursue.

Second, we argue that procedural justice within the entrepreneur-investor 
dyad in times of task conflict promotes radical innovation by fostering a more 
risk-seeking collaboration through more structured, inclusive, and fair decision- 
making, helping ensure that, despite task conflict, the anxiety of risk is reduced. 
Procedural justice has been argued to enhance the amount and quality of knowl
edge exchange as parties feel comfortable in expressing their opinions and 
perspectives, ultimately boosting creative thinking and the expression of new 
ideas (De Clercq et al., 2010; Kim & Mauborgne, 1997, 1998). It is also proposed 
that the structured decision-making processes resulting from procedural justice 
facilitate risky decisions as no offensive judgment of ideas is to be expected (De 
Clercq et al., 2010). While task conflict may mitigate risks emerging from the 
existing uncertainty, risk-taking is essential for radical innovations (Gassmann 
et al., 2001; Slater et al., 2013) that procedural justice potentially fosters.

We thus argue that high levels of procedural justice buffer the adverse 
influence that task conflict in the entrepreneur–investor dyad has on innovation 
radicalness. However, we assume this relationship holds primarily for low to 
moderate levels of task conflict, given that a shift in focus may be more feasible 
for the entrepreneur when such conflict does not excessively divert attention.

H1a: At low to moderate levels of entrepreneur-investor task conflict, higher 
levels of procedural justice weaken its negative impact on the radicalness of 
innovation in new ventures.
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The moderating effect of procedural justice on the relationship between task 
conflict and innovation speed

As anticipated in H2, we argue that task conflict within the entrepreneur– 
investor dyad decelerates ventures’ innovation pace. Analogous to H1a, we 
thus expect procedural justice to weaken the negative impact of task conflict 
on innovation speed. We draw this conclusion from the following two 
arguments.

First, we assume that promoting procedural justice in the entrepre
neur–investor dyad weakens the decelerating effect of task conflict on 
ventures’ innovation processes, as the structured decision-making proce
dures associated with procedural justice mitigate conflict escalation and 
help maintain focus on critical decisions. Task conflicts, particularly 
regarding research and development activities and innovation, may 
require extensive and potentially excessively long discussions on prioriti
zation and next steps (Yitshaki, 2008). This time-consuming process likely 
results in delays, as the parties do not quickly come to agreements and, 
consequently, decisions. Innovation speed, however, depends on fast 
decisions to make progress (R. G. Cooper, 2019). Procedural justice may 
facilitate speedy resolutions, as it is associated with transparent and fair 
decision-making processes (for example, Kim & Mauborgne, 1997, 1998; 
Lind & Tyler, 1988; Sapienza & Korsgaard, 1996) involving timely feed
back, willingness to share information, honesty, and openness (Sapienza 
& Korsgaard, 1996). Such a fair, inclusive, and structured decision-mak
ing approach facilitates attenuating and resolving task conflict by pre
venting escalation and reaching a joint solution—potentially decreasing 
the time wasted on disputes. Additionally, the fairness associated with 
such procedurally just processes (for example, Kim & Mauborgne, 1998; 
Lind & Tyler, 1988; Sapienza & Korsgaard, 1996) may prevent individuals 
from pursuing personal agendas and reduce intense questioning or under
mining of other parties’ opinions, accelerating innovation decisions in the 
best interest of the company. Further, procedural justice is associated with 
higher commitment to and support of decisions (Kim & Mauborgne, 
1996), potentially resulting in entrepreneurs’ and investors’ contentment 
with their joint solutions.

Second, we suggest that fostering collaboration through procedural justice 
will likely help entrepreneurs and investors detach their disagreements from 
the venture’s operative processes, such as innovation, as both are committed to 
the company’s success and benefit from the positive effects of procedural 
justice. Task conflict is associated with a decline in viability and productivity 
in teams (Jehn et al., 2008). For innovation to be fast, however, teams must be 
highly efficient (R. G. Cooper, 2019). Procedural justice is identified as 
a precondition for positive behavioral outcomes (He et al., 2014; Skarlicki 
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et al., 2008), such as work attitude, cooperation, commitment, and organiza
tional identification (He et al., 2014; Kim & Mauborgne, 1996, 1998). Thus, 
when procedural justice is high during task conflict, it is likely that the parties 
involved maintain their motivation and focus on swift innovation processes 
without being distracted by the conflict. In this scenario, entrepreneurs and 
investors likely preserve their shared interest in venture progress, their dis
agreements notwithstanding.

In conclusion, we argue that high levels of procedural justice weaken the 
negative impact of entrepreneur–investor task conflict on innovation speed. 
However, we expect that this effect holds only at low to moderate levels of task 
conflict.

H2a: At low to moderate levels of entrepreneur–investor task conflict, higher 
levels of procedural justice weaken its negative impact on the speed of innova
tion in new ventures.

Figure 1 presents an overview of our research model.

Research design

Sample

We collected the data for our quantitative research from May to October 2023 
using an online questionnaire, which we distributed to potential respondents 
via e-mail or LinkedIn. We built our sample by using the lead generation tool 
LinkedIn Sales Navigator, focusing on active founders or C-level employees in 
the DACH region affiliated with either RWTH Aachen University or the 
WHU—Otto Beisheim School of Management. According to the German 
Startup Monitor, both schools ranked among the most entrepreneurial insti
tutes in Germany in 2022 (Deutscher Startup Monitor, 2023). Following the 
definition of young companies or entrepreneurial ventures by Benson and 

Task conflict with 
investor

Innovation radicalness

H2 (-)

H1 (-)

H1a (+)

Procedural justice

H2a (+)

Innovation speed

Figure 1. Research model.
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Ziedonis (2009), we only targeted entrepreneurs of ventures aged younger 
than 12 years. Among the initial sample of 1,300 contacted potential respon
dents, 254 filled out the online survey (response rate 19.54 percent). We 
dropped unengaged responses as well as all respondents who did not match 
our requirements (such as their founder and/or C-level position, company age, 
or ability to indicate their main investor), resulting in a final sample of 113 
responses. Given the sensitive nature of our research context, we deem this 
response rate satisfactory. The sample also shows good variance in the repre
sented industries, company stages, number of employees, type of business, and 
type of main investor. Table 1 outlines the sample selection procedure in 
detail, and Table 2 presents a breakdown of the sample.

Dependent variables

We analyze two dependent variables, namely innovation radicalness and 
innovation speed. Both variables are assessed using a 7-point Likert scale, 
with responses ranging from 1 (strongly disagree) to 7 (strongly agree). We 
use the four-item measure by Gatignon et al. (2002) for innovation radicalness. 
We slightly adapt the measure to assess the radicalness of both new product 
and service offerings, asking the entrepreneurs, for example, to what extent 
they would agree that their product/service is a major improvement over the 
previous product/service. The scale for innovation radicalness shows good 
reliability with a Cronbach’s alpha of 0.86. We assess the second dependent 
variable, innovation speed, using a four-item construct for new product 

Table 1. Sample selection procedure.

Sample selection procedure
Number of 

entrepreneurs
Relative to 

previous step

Initial sample of individuals with WHU affiliation (identified via LinkedIn Sales 
Navigator)

3.058

Initial sample of individuals with RWTH affiliation (identified via LinkedIn Sales 
Navigator)

37.283

Total 40.341
Initial sample of entrepreneurs ((co-)founders, CxOs etc.) with WHU affiliation 

(identified via LinkedIn Sales Navigator)*
688

Initial sample of entrepreneurs with ((co-)founders, CxOs etc.) RWTH affiliation 
(identified via LinkedIn Sales Navigator)

997

Total 1.685 4.18%
Final sample of entrepreneurs ((co-)founders, CxOs etc.) with WHU affiliation 

(identified via LinkedIn Sales Navigator) after manual checks**
639

Final sample of entrepreneurs with ((co-)founders, CxOs etc.) RWTH affiliation 
(identified via LinkedIn Sales Navigator) after manual checks**

661

Remaining 1.300 77.15%
Survey distribution 1.300 100%
Total responses 254 19.54%
Eliminated partial/unsubmitted responses or/and invalid for subsequent 

analysis
141 55.51%

Final sample for analysis 113 8.69%

*Additionally enriched and compared with data from WHU—Otto Beisheim School of Management founder directory. 
**Excluding: (1) In position since before 2011 (as first indication of company age) (2) Company manually 

identified as traditional and long-standing.
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development speed adapted by Sheng et al. (2013) and initially developed by 
Rindfleisch and Moorman (2001). We also slightly adapt this measure to 
include ventures with service offerings, asking respondents, for example, to 
indicate whether the new venture’s product/service development in the 
past year had been far ahead of the project timeline. The innovation speed 
variable also shows good reliability with a Cronbach’s alpha of 0.79.

Independent variable

Our analysis investigates one independent variable—task conflict with investor. 
We draw on the intra-conflict measure by Jehn and Mannix (2001), which we 
slightly adapt to fit our entrepreneur–investor dyad setting, with responses 
collected on a 7-point Likert scale, anchored at 1 (not at all) and 7 (a lot). Our 
survey thus includes questions about entrepreneurs’ cooperation with their 
investors. Exemplarily, the entrepreneurs were asked to disclose how often 
they have conflicting opinions with their main investor. This variable also 
shows good reliability (0.79) and exceeds the threshold of 0.70 for Cronbach’s 
alpha (Nunnally, 1978).

Moderating variable

For our study, we define procedural justice as the perceived fairness and 
transparency in the entrepreneur–investor dyad. We assess procedural justice 
with the scale by L. W. Busenitz et al. (2004), capturing how entrepreneurs 

Table 2. Sample characteristics.
Company stage Industry
Start-up 32% Automotive 4%
Market entry 25% Bio-/medical-technology 11%
Growth 41% Electrical 2%
Consolidation 2% Finance 1%
Maturity 0% IT/software/internet 31%
Type of main investor Media 2%
Venture capital 57% Telecommunications 2%
Business angel 25% Chemistry/pharma 2%
Other 18% Energy/raw materials 10%
Type of business Commerce 11%
Manufacturing industry 31% Industrial engineering 8%
Service industry 69% Professional services 2%
Number of FTE* Transport/logistics 4%
1–5 22% Education 3%
6–10 19% Healthcare 3%
11–20 24% Hospitality 1%
21–50 15% Construction/real estate 5%
51–100 11% Other 1%
101–175 5%
176–250 0%
251+ 4%

N = 113; *FTE = Full-time employees; estimations can slightly defer due to rounding up/round
ing down.
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perceive their main investors’ attitudes toward their cooperation. One item, 
for example, asks the respondents to indicate to what extent they agree with 
the statement that the main investors do not force them to accept their 
business views. We capture procedural justice using a 7-point Likert scale, 
with response options ranging from 1 (strongly disagree) to 7 (strongly agree). 
The reliability is good, with a Cronbach’s alpha of 0.75.

Table 3 presents an overview of the main constructs, items, and reliabilities.

Control variables

We include several variables on the entrepreneur, venture, and investor levels 
in the analysis to control for their influence. We first address the entrepre
neurs’ new venture experience, which we assess by using the construct by 
Sapienza (1992). The question items relate to entrepreneurs’ new venture 
experience, with answer options ranging from “no prior new venture experi
ence” and “worked in startups before but have never been a co-founder of one” 
to “founded another venture before the current one.” Previous research 
indicates that entrepreneurs with founding experience learn from past mis
takes and tackle new challenges and problems differently (Capelleras et al., 
2019).

Table 3. Survey constructs, items, and reliability.
α

Task conflict with investor 
(Adapted from Jehn & Mannix, 2001; Academy of Management Journal)
How much conflict of ideas is there with your main investor? 0.79
How frequently do you have disagreements with your main investor about the task of the project you are 

working on?
How often do you and your main investor have conflicting opinions about the project you are working on?
Radicalness of innovations 
(Adapted from Gatignon et al., 2002; Management Science)
Our product/service is a major improvement over the previous products/services. 0.86
Our product/service is a breakthrough innovation.
Our product/service is based on an innovation that clearly stands out from previous products/services.
Our product/service represents a major technological advance for our customers.
Speed of innovations 
(Adapted from Sheng et al., 2013; Journal of Business Research)
Over the past year, the speed of new product/service development of our firm is far ahead of our project 

timeline.
0.79

Over the past year, the speed of new product/service development of our firm is much faster than the 
industry norm.

Over the past year, the speed of new product/service development of our firm is much faster than we expected.
Over the past year, the speed of new product/service development of our firm is much faster than our typical 

development time.
Procedural justice 
(Adapted from L. W. Busenitz et al., 2004; Journal of Business Venturing)
Our main investor does not force us to accept his business views.a 0.75
Our main investor is willing to compromise.
Our main investor does not hinder the development of new ideas.a

N = 113; aItem changed, reverse-coded in original.
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On the venture level, the first control variable assesses the tech turbulence 
the venture experienced, measured using the four-item scale by Wilden and 
Gudergan (2014). We ask the respondents to indicate to what extent they 
agreed or disagreed with statements characterizing the business environment’s 
dynamics and predictability in the venture’s primary markets. We control for 
technological turbulence because such an environment typically involves 
insecurity and unpredictability, affecting a venture’s operational setting 
(Calantone et al., 2003; Chen et al., 2012) and potentially influencing the 
outcomes of investor conflicts. As a venture’s characteristics can influence 
the research setting, we also control for the type of business (manufacturing vs. 
service industry), the technological intensity (high- vs. low-technology pro
ducts/services), and the venture’s industry.

On the investor level, we control for the type of main investor and differ
entiate between venture capital investors (including corporate venture capital 
investors), business angels, and other investors. We intend this differentiation 
to account for the different investor types, who vary in their functions, have 
diverging objectives, and pursue distinct approaches in their interaction with 
entrepreneurs (Elitzur & Gavious, 2003; Hellmann et al., 2021; Van 
Osnabrugge, 2000), ultimately affecting the dynamics in the dyad and their 
consequences. Further, we control for the variable interaction frequency 
between the parties, as the intensity of interactions influences the relationship 
between conflict and innovation (Collewaert & Sapienza, 2014). We base our 
assessment on the three-item measure by Sapienza and Gupta (1994), asking 
the respondents to indicate how frequently they interact with their main 
investor in person, by telephone, or in writing. For this variable, we include 
an additional fourth item in case one item needs to be dropped in the 
confirmatory factor analysis. This item inquires how often the respondents 
communicate virtually with their main investors.

Non-response and common method bias

We test for non-response bias to assess whether the survey responses accu
rately represent our wider target population and identify potential imbalances 
caused by underrepresentation. Due to the limited availability of data on the 
non-respondents, we instead compare the means of both early and late 
respondents (Armstrong & Overton, 1977). To do so, we divide the sample 
into three subgroups and conduct t-tests covering respondents’ age (p = .783) 
and gender (p = .892), company stage (p = .565), business type (p = .122), as 
well as firm age (p = .616) and size (p = .103). As the respective p-values are 
insignificant, we assume our study is not subject to a non-response bias. We 
further test for common method bias to avoid distortions due to collecting 
dependent and independent variables in a single questionnaire (Podsakoff 
et al., 2003). Our questionnaire design ensured that respondents were not 
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likely to discern the connected constructs. We also statistically assess the 
potential of common method bias. We follow Williams et al. (2010) and use 
the comprehensive CFA marker technique to test for common method var
iance. Incorporating respondents’ attitudes toward the color blue as a marker 
variable, we do not find indicators of common method variance, as the chi- 
square difference between our baseline and the Method-C model is not 
statistically significant (p = .373). Hence, we assume that common method 
bias does not affect our data.

Analysis and results

Model specification

Concerning the validity of our model, we conduct a confirmatory factor 
analysis and test against widely accepted thresholds (Hair et al., 2010). We 
are confident our results indicate a good model fit (CFI = 0.953; RMSEA =  
0.047; SRMR = 0.082). Moreover, we test all our constructs for composite 
reliability (CR), average variance extracted (AVE), and the maximum shared 
variance (MSV) in SPSS Amos. The results of the model fit summary tool by 
Gaskin (2023) do not indicate any concerns. Table 4 displays all model fit data.

Table 5 contains the means, standard deviations, and Pearson correlations. 
Using the threshold of ±0.3 for correlations to rule out multicollinearity, as 
Kalnins (2018) suggests, we find that only task conflict and procedural justice 
exhibit a higher correlation (0.549). As this fulfills the first criterion of multi
collinearity (Kalnins, 2018), we test for the two other criteria. The second 
criterion requires the two variables to provide beta coefficients of equal sign if 
their correlation is negative. This criterion is not met in model 1 (innovation 

Table 4. Convergent and discriminant validity of continuous variables.
CR AVE MSV (1) (2) (3) (4) (5) (6)

(1) Task conflict 0.793 0.562 0.364 0.749
(2) Innovation radicalness 0.870 0.629 0.102 −0.320 0.793
(3) Innovation speed 0.803 0.513 0.073 −0.194 0.145 0.716
(4) Procedural justice 0.786 0.562 0.364 −0.603 0.274 0.080 0.750
(5) Tech turbulence 0.846 0.583 0.073 0.140 0.063 0.271 −0.049 0.763
(6) Interaction frequency 0.759 0.517 0.061 0.070 0.247 0.075 −0.085 0.120 0.719

N = 113; CR: Composite reliability, AVE: Average variance extracted, MSV: Maximum shared variance.

Table 5. Descriptive statistics and correlations.
Mean S.D. Min. Max. (1) (2) (3) (4) (5) (6)

(1) Task conflict 2.392 0.920 1.000 5.667
(2) Innovation radicalness 5.210 1.310 1.500 7.000 −0.270
(3) Innovation speed 3.819 1.064 1.500 6.250 −0.178 0.191
(4) Procedural justice 5.445 1.245 1.667 7.000 −0.549 0.260 0.092
(5) Tech turbulence 4.024 1.380 1.000 7.000 0.120 0.066 0.203 −0.071
(6) Interaction frequency 3.578 1.113 1.000 6.333 0.051 0.193 0.060 −0.050 0.095 –

N = 113.
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radicalness as the dependent variable), as the beta coefficients show different 
signs in all three steps of the regression, ruling out multicollinearity for model 
1. However, in model 2 (innovation speed as the dependent variable), the 
criterion is met, if only minimally, in the direct effect and interaction models, 
as the beta coefficient of procedural justice turns slightly negative. Thus, we 
also test for the third criterion, assessing whether the bivariate correlation of 
either task conflict or procedural justice with innovation speed is of the 
opposite sign than its beta coefficient, which is true for procedural justice. 
However, as we continue to follow Kalnins (2018) and conduct three separate 
regressions (one only including task conflict, one only including procedural 
justice, and one including both), we find that both the magnitude and sign of 
the significant variable (only task conflict for model 2) remain robust. 
Specifically, if we run our direct effects model and omit procedural justice, 
the effect of task conflict on innovation speed remains negative and significant 
(ß = −0.282, p = .019).

To evaluate the risk of multicollinearity in more detail, we also calculate the 
variance inflation factor (VIF). We find all values to be consistently below the 
recommended threshold of 3.0 (Hair et al., 2010). The highest value obtained 
is 2.20, indicating a reduced risk of multicollinearity. Moreover, we compare 
our data with a previous study similarly exploring task conflict and procedural 
justice as independent variables and finding an even higher correlation 
(−0.600) while ruling out multicollinearity (Brettel et al., 2013). Given that 
the criteria by Kalnins (2018) only slightly apply to our model 2 (innovation 
speed as independent variable), the VIF is below the recommended threshold, 
and prior scholars are also confident about similar results; we are thus also 
confident that our data do not exhibit critical levels of multicollinearity. Last, 
regarding the reliability of our measures, all constructs reach Nunnally’s 
(1978) recommended threshold of 0.70 for Cronbach’s alpha and thus show 
good to excellent values.

Hypotheses testing

We applied hierarchical regression analysis in Stata 18 to analyze our data. We 
find our models to yield sufficient values for R2. For the base model 1 
(innovation radicalness as the dependent variable), we observe that our 
model generates R2 values of 0.427; for the direct effects model, it yields 
R2 values of 0.475 (Δ R2 = 0.048), and for the interaction model a value of 
0.504 (Δ R2 = 0.029). Base model 2 (innovation speed as the dependent vari
able) generates R2 values of 0.197, the direct effect model yields R2 values of 
0.261 (Δ R2 = 0.064), and the interaction model a value of 0.285 (Δ R2 = 0.024).

Before presenting the main findings of model 1 (innovation radicalness as 
the dependent variable), detailed in Table 6, we provide a summary of the 
effects observed from the control variables. Not surprisingly, the tech intensity 
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Table 6. Regression results model 1.
Dependent variable: Innovation radicalness Controls only Main effect Interaction

Controls
Industry

Bio-/med-technology 1.200 1.228 1.057
(0.079) (0.063) (0.103)

Electrical 0.892 0.764 0.395
(0.387) (0.442) (0.688)

Finance 1.074 1.278 1.254
(0.422) (0.322) (0.320)

IT/software/internet 0.814 0.750 0.525
(0.187) (0.206) (0.372)

Media 1.342 1.673 1.621
(0.189) (0.092) (0.095)

Telecommunications 1.210 0.974 0.505
(0.245) (0.332) (0.614)

Construction/real estate 1.122 1.095 0.944
(0.146) (0.141) (0.195)

Chemistry/pharma 0.782 0.661 0.604
(0.449) (0.506) (0.535)

Energy/raw materials 0.947 0.993 0.759
(0.168) (0.134) (0.247)

Commerce 0.754 0.884 0.727
(0.292) (0.201) (0.284)

Industrial engineering 1.713 1.662 1.513
(0.019) (0.018) (0.029)

Professional services 1.659 1.799 1.736
(0.107) (0.070) (0.074)

Transport/logistics 0.580 0.403 0.279
(0.487) (0.617) (0.724)

Education 1.393 1.409 1.258
(0.127) (0.109) (0.144)

Healthcare 2.408 2.408 2.359
(0.013) (0.010) (0.010)

Hospitality 1.101 1.302 1.182
(0.402) (0.304) (0.341)

Other 1.331 1.098 0.993
(0.330) (0.404) (0.441)

Service business (vs. manufacturing) −0.114 −0.129 −0.160
(0.694) (0.645) (0.558)

Low tech intensity (vs. high tech intensity) −1.184 −1.238 −1.203
(0.001) (0.000) (0.000)

Tech turbulence −0.060 −0.041 −0.026
(0.539) (0.660) (0.779)

Type of main investor
Business angel −0.064 −0.022 −0.076

(0.826) (0.938) (0.783)
Other −0.525 −0.514 −0.527

(0.116) (0.109) (0.093)
New venture experience

Worked in start-ups before, but never been (co-)founder −0.134 −0.302 −0.270
(0.703) (0.381) (0.422)

Founded a venture prior to the current one 0.270 0.276 0.276
(0.299) (0.268) (0.258)

Procedural justice 0.183 0.006 0.041
(0.083) (0.961) (0.728)

Interaction frequency 0.206 0.230 0.306
(0.058) (0.029) (0.005)

Main Effects
Task conflict (H1) −0.402 −0.492

(0.006) (0.001)
TC x PJ (H1a) −0.172

(0.029)
cons 4.608 4.654 4.749

(0.000) (0.000) (0.000)

(Continued)
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of the products/services directly affects the radicalness of innovations. 
Specifically, low-tech products/services show significantly lower innovation 
radicalness levels than high-tech products/services. This effect is strong and 
stable for all three models (direct effects model: p = .000). Furthermore, the 
interaction frequency between entrepreneurs and their main investors shows 
significance over all three models, becoming more significant from the base 
model (p = .058) to the direct effects model (p = .029) and interaction effects 
model (p = .005). Additionally, certain industries appear to have a significant 
tendency toward generating radical innovations compared to others, notably 
the sectors bio and med-tech, industrial engineering, and healthcare. All other 
control variables—type of business, technological turbulence, type of investor, 
new venture experience, and procedural justice—do not yield any significant 
effects.

For the direct effects, we find a significant association between entrepre
neur–investor task conflict and the radicalness of innovations in new ventures. 
The degree of task conflict in the dyad strongly and negatively affects innova
tion radicalness (ß = −0.402, p = .006), suggesting more incremental innova
tions under task conflict. Thus, we confirm H1. The interaction effect of 
procedural justice as a moderating variable shows a significant negative impact 
on the relationship between task conflict in the entrepreneur–investor dyad 
and the radicalness of innovations (ß = −0.172, p = .029). The detailed inter
action plot in Figure 2 shows that high levels of procedural justice even 
strengthen the negative association between task conflict and innovation 
radicalness, but only at higher levels of task conflict. In contrast, and support
ing our H1a, for low to moderate levels of task conflict in the dyad, high levels 
of procedural justice are beneficial in buffering the negative association 
between task conflict and new venture innovation radicalness. We plot the 
moderating effect using mean-centered values of ±1 standard deviation for 
task conflict (−0.920 and 0.920, respectively) and ±1 standard deviation for 
procedural justice (−1.245 and 1.245). At lower conflict levels, high levels of 
procedural justice can best buffer the negative impact on innovation radical
ness (margin = 5.803; p = .000). At high levels of conflict, the benefit of high 
levels of procedural justice is weakened (margins = 4.505, p = .000). 
Instead, lower levels of procedural justice seem to become more efficient 

Table 6. (Continued).
Dependent variable: Innovation radicalness Controls only Main effect Interaction

Model statistics
F 2.46 2.85 3.05
R2 0.427 0.475 0.504
Changes in R2 0.048 0.029
Adj. R2 0.254 0.308 0.339

N = 113; reported values are unstandardized beta-coefficients; p-values in parentheses; TC = Task conflict; 
PJ = Procedural justice.
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(margin = 4.797, p = .000). Consequently, we deduce that when the entrepre
neur–investor task conflict escalates to a certain threshold, a critical juncture is 
reached. At this juncture, elevated levels of procedural justice no longer 
alleviate the conflict’s adverse effects. Instead, they seem to strengthen them.

For model 2 (innovation speed as the dependent variable; Table 7), we do 
not find any significant relationships between the control and dependent 
variables. Regarding the direct effects, we find a strong, significant, and 
negative relationship between entrepreneur–investor task conflict and innova
tion speed (ß = −0.378, p = .008). This result confirms H2, suggesting that task 
conflict in the entrepreneur–investor dyad decelerates new ventures’ innova
tion processes. Against our expectation, adding the interaction effect shows no 
significant moderating effect of procedural justice on the underlying relation
ship between task conflict and innovation speed (ß = −0.127, p = .098). Hence, 
we have to reject H2a.

Robustness tests

To evaluate the robustness of our findings, we conduct three additional tests. 
First, we include a social desirability bias construct as another independent 
variable, capturing the respondents’ tendency to answer questions in a socially 
accepted way. Rerunning the regressions with the additional variable, we find 
that its inclusion does not significantly change our results. For the main 
relationship of model 1, for example, the difference in significance and 

Figure 2. Moderation chart.
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Table 7. Regression results model 2.
Dependent variable: Innovation speed Controls only Main effect Interaction

Controls
Industry

Bio-/med-technology 0.252 0.279 0.153
(0.699) (0.658) (0.807)

Electrical −1.095 −1.216 −1.488
(0.270) (0.205) (0.123)

Finance −0.226 −0.033 −0.051
(0.860) (0.979) (0.967)

IT/software/internet 1.243 −0.024 −0.190
(0.205) (0.966) (0.740)

Media 1.243 1.554 1.516
(0.205) (0.104) (0.109)

Telecommunications −0.131 −0.353 −0.698
(0.895) (0.715) (0.475)

Construction/real estate 0.871 0.845 0.735
(0.239) (0.236) (0.300)

Chemistry/pharma −0.559 −0.673 −0.715
(0.573) (0.483) (0.451)

Energy/raw materials 0.345 0.388 0.215
(0.600) (0.541) (0.735)

Commerce 0.617 0.739 0.623
(0.369) (0.266) (0.346)

Industrial engineering 0.224 0.176 0.066
(0.747) (0.792) (0.921)

Professional services 0.369 0.501 0.455
(0.707) (0.597) (0.628)

Transport/logistics 0.166 −0.001 −0.093
(0.836) (0.999) (0.904)

Education 1.250 1.264 1.154
(0.154) (0.135) (0.169)

Healthcare 0.389 0.388 0.352
(0.670) (0.659) (0.686)

Hospitality 0.441 0.630 0.541
(0.727) (0.605) (0.654)

Other 0.546 0.328 0.250
(0.677) (0.796) (0.842)

Service business (vs. manufacturing) 0.118 0.104 0.081
(0.673) (0.699) (0.762)

Low tech intensity (vs. high tech intensity) −0.396 −0.448 −0.422
(0.216) (0.149) (0.170)

Tech turbulence 0.117 0.134 0.145
(0.216) (0.142) (0.109)

Type of main investor
Business angel −0.150 −0.111 −0.151

(0.590) (0.681) (0.574)
Other −0.190 −0.180 −0.190

(0.551) (0.558) (0.533)
New venture experience

Worked in start-ups before, but never been (co-)founder −0.068 −0.226 −0.203
(0.841) (0.496) (0.537)

Founded a venture prior to the current one 0.073 0.080 0.079
(0.768) (0.739) (0.738)

Procedural justice 0.018 −0.148 −0.122
(0.858) (0.197) (0.286)

Interaction frequency 0.022 0.045 0.101
(0.832) (0.656) (0.335)

Main Effects
Task conflict (H2) −0.378 −0.444

(0.008) (0.003)
TC x PJ (H2a) −0.127

(0.098)
cons 3.639 3.683 3.752

(0.000) (0.000) (0.000)

(Continued)
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direction is negligible (initial regression: p = .006, ß = −0.402; including the 
social desirability bias variable: p = .013, ß = −0.373).

Second, we conduct all regressions again without the control variables, thus 
only considering the explanatory variables in the calculations. This test helps 
determine the impact the control variables have on the proposed models. 
Excluding the control variables only slightly changes the results. While we 
can report no significant changes for the direct effect of model 1 (innovation 
radicalness as the dependent variable), we find effects on the interaction model 
when excluding the control variables. Both the main effect and the interaction 
effect turn insignificant (p = .067and p = .350, respectively). Also, the main 
effect of model 2 (innovation speed as dependent variable) slightly exceeds the 
commonly accepted threshold for significance (p = .059 > 0.05). These findings 
underline the necessity to control for potential confounding effects in this 
research setting. As the regression results reveal, controlling for variables such 
as tech intensity or industry is critical.

Third, to enhance the methodological precision of this study and address 
potential issues related to endogeneity, we employ a two-stage least squares 
(2SLS) regression analysis (for example, Certo et al., 2016; Semadeni et al., 
2014). Following the instrumental variable approach (Bascle, 2008), we use the 
number of founders as the instrumental variable for both models. This variable 
is considered relevant when testing for endogeneity, as both the Sanderson- 
Windmeijer multivariate F test for weak identification (p = .005 for both 
innovation radicalness and innovation speed) and the Sanderson- 
Windmeijer Chi-squared for under-identification (p = .000 for both innova
tion radicalness and innovation speed) produce significant values for both our 
dependent variables. Next, the endogeneity tests show insignificant values for 
both of our dependent variables (p = .435 for innovation radicalness; p = .935 
for innovation speed). Likewise, the Sargan test does not yield significances 
either, with values of p = .246 and p = .584 for innovation radicalness and 
innovation speed, respectively. Hence, after the two-stage approach for both 
models, we do not find an indicator for endogeneity.

In sum, while we acknowledge that the inclusion of the used control 
variables is non-negotiable in our research model, the only slight changes in 
our results when adding the social desirability bias variable leave us confident 
with the findings of our study.

Table 7. (Continued).
Dependent variable: Innovation speed Controls only Main effect Interaction

Model statistics
F 0.81 1.11 1.20
R2 0.197 0.261 0.285
Changes in R2 0.064 0.024
Adj. R2 −0.047 0.027 0.047

N = 113; reported values are unstandardized beta-coefficients; p-values in parentheses; TC = Task conflict; 
PJ = Procedural justice.
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Discussion

The results of our study provide valuable insights, some of which can be discussed 
more thoroughly. Specifically, we show that task conflict in the entrepreneur– 
investor dyad adversely affects innovation radicalness and speed, aligning with 
the view that task conflict can have negative effects. The support for H1 suggests 
that the lively and diverse discussions at the core of task conflict (Jehn & Mannix, 
2001; Yitshaki, 2008) potentially result in an overwhelming number of opinions 
and ideas and lower risk-taking, contrasting the requirements for radicalness of 
innovation—creative and revolutionary new ideas (Amabile, 1988; Colombo 
et al., 2017; Madjar et al., 2011) and high appetite for risk (Gassmann et al., 
2001; Slater et al., 2013). Similarly, in support of H2, we find task conflict to 
decelerate the innovation process. This effect can likely be explained by a lack of 
the required fast go–kill decisions and the efficiency necessary for innovation 
speed (R. G. Cooper, 2019). Our findings also build on and extend the work of 
Collewaert and Sapienza (2014), who propose a negative relationship between 
entrepreneur–investor task conflict and ventures’ general innovativeness but fail 
to reveal a significant effect. Collewaert and Sapienza (2014) explain their result 
with a potential balance between task conflict’s positive and negative conse
quences, which may offset each other in innovation settings.

As we expected in H1a, procedural justice can buffer the negative relation
ship between entrepreneur–investor task conflict and innovation radicalness 
—at least at low to moderate levels of task conflict. Thus, our research also 
identifies the boundaries of procedural justice’s mitigation power, as we reveal 
that as task conflict escalates, the mitigating effect of high levels of procedural 
justice diminishes. Surprisingly, the hypothesized moderation effect does not 
hold for the relationship between task conflict and innovation speed (H2a). 
This failure in significance can have multiple reasons. One might be that, 
against our expectations, the fairness and structure linked to procedural justice 
(for example, Kim & Mauborgne, 1997, 1998; Lind & Tyler, 1988; Sapienza & 
Korsgaard, 1996) do not significantly increase efficiency in conflict resolution 
but instead make the latter more inclusive. Another reason could relate to the 
potential time sensitivity of innovation speed: It may be that while procedural 
justice is present during entrepreneur–investor task conflicts, its benefits do 
not directly influence innovation speed. Instead, the effects may take time to 
materialize, as fairness can help facilitate task conflict resolution but cannot 
immediately eliminate the resulting delays.

Conclusion

Theoretical implications

The results of this study have two considerable implications for research and 
theory. First, our work significantly adds to the relatively limited research on 
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the outcomes of entrepreneur–investor conflict. We thus address calls (for 
example, Khanin & Turel, 2013) for an expanded investigation into potential 
consequences arising from disagreements between entrepreneurs and inves
tors over task execution. Previous literature presents an incomplete picture of 
the role of task conflict. While some studies propose a beneficial effect of task 
conflict in the entrepreneur–investor dyad (for example, Brettel et al., 2013; 
Higashide & Birley, 2002), others argue that it has a negative influence on 
certain aspects of the cooperation (for example, Collewaert, 2012; Zacharakis 
et al., 2010). Our findings contribute to this discussion by revealing a potential 
downside of the entrepreneur–investor task conflict, particularly in the con
text of new ventures’ innovativeness. We take a more nuanced approach to 
exploring innovativeness, particularly by examining the impact of task conflict 
on innovation radicalness and speed-two characteristics that significantly 
influence new ventures’ competitive position and growth. We thus follow 
recommendations to engage in a more fine-grained exploration of innovative
ness (Gatignon & Xuereb, 1997; Gatignon et al., 2002).

Second, by introducing and exploring procedural justice as a moderating 
variable, we broaden the application of Jehn and Bendersky’s (2003) contin
gency framework that is commonly used in conflict research. We also respond 
to demands for further investigation into conditions that may weaken or 
strengthen conflict outcomes (for example, De Dreu & Weingart, 2003; De 
Wit et al., 2012; Jehn & Bendersky, 2003). Our findings on the moderating role 
of procedural justice extend existing research on contingency factors in the 
domain of entrepreneur–investor conflict. In particular, we again complement 
the study by Collewaert and Sapienza (2014), who introduce agreement on 
priorities, diversity of experience, and interaction frequency as moderating 
variables in the conflict–innovation relationship. Moreover, we deepen the 
insights into the role and value of contingency factors in the broader entre
preneur–investor conflict-outcome relationship. Our research also builds on 
studies such as Brettel et al. (2013), who highlight the beneficial moderating 
role of procedural justice and examine other contingency factors like venture 
stage and interaction frequency.

Practical implications

Our study also provides practical value for entrepreneurs and investors, as the 
conflict in the entrepreneur–investor dyad is not only theoretically relevant 
but also a very tangible occurrence for both parties. First, while previous 
research has identified task conflict as beneficial in many aspects of coopera
tion, it is crucial to understand that task conflicts seem to have 
a transformative impact on innovation, making it more incremental and 
slower, which is not necessarily harmful. Entrepreneurs and investors should 
thus recognize that task conflict, while potentially lessening innovation 
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radicalness and decelerating innovation processes, can stem from in-depth 
discussions and strategic refinements vital for long-term success. Hence, both 
parties should not ultimately strive to eliminate task conflict but rather 
evaluate its potential long-term benefits and short-term outcomes that could 
yield even more radical and faster innovation, which can be advantageous. 
Entrepreneurs and investors should thus jointly attempt to balance task con
flict effectively to achieve more sustainable and quality-focused innovation 
outcomes in the long run. Second, entrepreneurs and investors should be 
aware of the mechanisms that can assist them in reaching the desired con
flict–innovation ratio. In this context, we highlight the role of procedural 
justice as a critical adjustable lever. Our findings provide both parties with 
a recommendation on suitable levels of procedural justice in times of conflict. 
We reveal that a highly fair and transparent collaboration significantly benefits 
innovation radicalness under low to moderate levels of task conflict. Thus, 
when task conflict is low to moderate, entrepreneurs and investors should 
cultivate a collaboration grounded in fairness and transparency, particularly in 
decision-making processes, ensuring that all parties feel valued and respected. 
Such a climate of mutual respect and trust can help mitigate the impact of 
entrepreneur–investor task conflict on innovation radicalness. Interestingly, 
our findings suggest the opposite for cooperation in high-conflict situations, 
where pronounced procedural justice loses its buffering power. One explana
tion could be that too-open, transparent, and close cooperation lacks objec
tivity, thereby hindering rather than promoting the resolution of more 
complex, high-tension task conflicts. Thus, we advise entrepreneurs and 
investors to avoid conflict escalation and maintain a level of disagreement 
they can manage and minimize leveraging relational dynamics such as proce
dural justice.

Limitations and avenues for further research

As with every empirical work, the study has some limitations that open up 
avenues for further research. First, our study only includes ventures in 
a particular region, namely Germany, Austria, and Switzerland, which entails 
a specific cultural setting, possibly influencing our findings. Also, our study is 
cross-sectional, as we collected the data at one particular point in time, which is 
against the assumption that levels of conflict and innovation radicalness and 
speed develop and change over time. This approach limits the generalizability 
of our findings. Acknowledging this limitation and underscoring the value of 
overcoming it, we suggest future research could apply a more longitudinal 
design and consider other geographical regions. Second, our sample size is 
relatively small, which could be attributable to the sensitive nature of conflict as 
our research topic. However, our sample size corresponds to earlier studies on 
entrepreneur–investor conflict that do not use significantly bigger samples for 
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one-sided analyses (for example, Appelhoff et al., 2015; Higashide & Birley, 
2002). Thus, our research setup is no exception. However, we cannot rule out 
that our moderation hypotheses did not show significance due to missing 
statistical significance. Hence, future research approaches should try to increase 
the overall sample size to achieve better overall generalizability. Third, we rely 
on entrepreneurs’ self-reported data and thus only capture the entrepreneurs’ 
perception of the conflict, not the actual conflict. In addition, we solely consider 
one side of the entrepreneur–investor dyad. It is essential to acknowledge this, 
as perceived conflict does not always equal the actual conflict, just as actual 
conflict may not always be perceived as such (Collewaert, 2008). Furthermore, 
while neglecting the investors’ perspective could be seen as a strong limitation 
of this research, there are very few quantitative studies that examine both sides 
of the dyad with regard to conflict (for example, Collewaert & Sapienza, 2014; 
Sapienza, 1992); they, however, reveal no significant differences in the 
responses of both parties, which is beneficial for our study design. Collewaert 
(2012) also suggests that the differences are often more minor than expected. 
However, to obtain more comprehensive insights, future research could also 
include investors’ assessment of the conflict in the dyad and its outcomes. 
Fourth, our study focuses on radical innovations in products and services, as 
we follow the definition of innovation radicalness by Subramaniam and 
Youndt (2005) and adapt the scale by Gatignon et al. (2002) accordingly. 
However, to capture in more detail the scope of innovations whose radicalness 
might be subject to task conflict impact, future studies could include additional 
types of innovation. Specifically, examining the role of process innovations and 
how task conflict affects them could yield intriguing insights, as scholars have 
found these innovations to be essential for firms’ productivity growth and 
financial performance (for example, Piening & Salge, 2014; Rochina- 
Barrachina et al., 2010).

Finally, our study only includes one specific contingency factor: procedural 
justice. Although procedural justice provides significant value to this research, 
our study would have benefitted substantially from examining additional 
potential contingencies. As conflict does not diminish but transforms innova
tion radicalness and speed, exploring more factors affecting this transforma
tion would be highly promising for future research.
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