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Innovation: The Concept

Such has been the intensity of the
current global recession that organi-
zations as well as their human re-
sources have been suffering from
fear psychosis. This untoward finan-
cial meltdown has strengthened the
contentions of management thinkers
that if the corporate does not wear
the mantle of innovation, it will die like
dinosaur. There are corporations
which purely swear by this particular
mantra where the art of organizational
innovation has been given prime im-
portance and all micro and macro
level organizational variables are
tuned to have the characteristic fea-
tures of a true innovator. The global
corporations which may be ranked
top 20 innovators of the world have
in them in-built attitude of ‘never-say-
die’ and have eye on achieving stimu-
lating growth despite experiencing
series of failures in their present state.
These firms constantly and continu-
ously keep on creating systems which
unblock innovation and creativity by
developing new processes, building in-
novation culture, and also to reward
as well as recognize the innovators.
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The paper aims to discovering the
organizational macro variables
which make innovation to take place
at workplace and to develop a con-
ceptual model for use in the indus-
try which has been grappling with
financial downturn. The meta-analy-
sis of the literature explicitly pro-
vides an insight in to the interplay
of macro variables viz. organiza-
tional culture, organizational struc-
ture, organizational learning, and
knowledge management architec-
tures to have organizational innova-
tion in full swing. The paper de-
scribes the impact of all these vari-
ables towards innovation at organi-
zational level. A conceptual model
of organizational innovation has
been proposed, which may be uti-
lized for creating suitable architec-
tures to make innovation in organi-
zations. The proposed model of or-
ganizational innovation needs to be
empirically validated across cul-
tures, however.
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Innovation is considered to be one of the
key drivers of the long-term success of
the firms’ competitiveness in today’s
competitive markets (Baker & Sinkula
2002, Lyon & Ferrier 2002).

“Innovation is trying to figure out a
way to do something better than it’s ever
been done before”, believes David
Neeleman, the founder and CEO of
JetBlue. Similarly, an enduring belief in
the concept of team over individual or
‘we over me’ at Adidas has the cardinal
thread of organizational ethos. The
people at Adidas sworn by teamwork,
team collaboration, team building, team-
ing, team spirit, and so on, as these are
only the ultimate ingredients of business
successes. Innovation is not the exclu-
sive province of the eccentric geniuses
but open to anyone with a desire for
change and a willingness to challenge
existing ways of working (Endsley et al.
2005). Innovation is viewed as the use
of new technical and administrative
knowledge to offer a new product or ser-
vice to the customers. The product or
service is new in that its cost is lower, its
attributes are improved, it now has at-
tribute it never ever had, or it never ex-
isted in that market before (Lin 2006).

All organizational change is not
innovation.

Innovation has been believed to be
nothing but a strong key to maintain world-
wide competitiveness for any firm. It fu-
els organizational growth, drives future
success, and is the engine that allows busi-
ness to sustain their viability in a global

economy (Gaynor 2002). Though the phe-
nomenon of innovation is significantly dif-
ferent but the scholarly literature often
make use of the words change, innova-
tion and creativity synonymously. To be
very sure, all organizational change is not
innovation. Unintended or undesired
change does not constitute the character
to innovation (West & Farr 1990). Inno-
vation is largely considered to be a posi-
tive, constructive, and productive change.
Moreover, a more useful way to distin-
guish these constructs is to consider cre-
ativity as the ideation component of inno-
vation and innovation as encompassing
both the proposal and application of new
ideas (West & Farr 1990). In the same
vein, Porter and Stern (2001) have argued
that companies must be able to create and
commercialize a stream of new products
and processes that extend the technology
frontier, while at the same time keeping a
step or two ahead of their rivals. Hence,
there is an academic as well as business
need to study the art of innovation in prac-
tice across corporations globally and to
bring to the table a consummate
conceptualization of organizational inno-
vation and factors affecting it. The aca-
demic pursuit of this research article is an
attempt in that direction to scientifically
assemble all parts of organizational inno-
vation together for its better uses by the
corporations which believe in creating a
completely new market territory or to con-
quer the already established markets.

Innovation is largely considered to
be a positive, constructive, and
productive change.
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Different Viewpoints

Once upon a time the organizational
innovation has been considered as just
another management fad but now it has
become the order of the day in corpora-
tions across cultures. Since 1990s, the
management thinkers and practitioners
across the globe have started giving em-
phasis on ‘innovation’ which slowly but
steadily replaced efficiency and quality
as the main source of competitive advan-
tages of the corporations. Organizational
innovation has been found to provide a
solid competitive edge to corporations of
any size in any part of the world. It is in
the 1990s that the literature on innova-
tion in organization received huge empha-
sis which aimed to identify ‘best prac-
tice’ in both the diffusion of innovation
to the users, and in the implementation
of innovation within user firms (Wolfe
1994, Slappendel 1996).

The available empirical literature on
innovation in organization depicts that it
is as diverse as the traditional structural-
ist approach to a more process-oriented
approach. For the structuralist protago-
nists, innovation is seen as a ‘thing’ or
entity with fixed parameters developed
externally, packaged by suppliers which
are then transferred to potential users
where it can be seen to offer them com-
petitive advantage (Wolfe 1994). Hence,
this perspective on innovation is believed
to help suppliers to diffuse the latest best
practice (Rogers 1983) or at helping us-
ers to implement them (Damanpour,
1987). If we look into the thesis of the
structuralist perspective on innovation, it
may be noticed that they underplay both

the social and organizational context
which are needed to have relevant im-
pact on innovation to happen in the orga-
nizations. Scarbrough and Corbett (1992)
have also made it a point to argue that
innovation in organization cannot reach
its climax if it is detached from its socio-
organizational context.

On the other hand, the process per-
spective argue that innovation should be
seen, not simply as a ‘thing’ to be trans-
ferred from place to place, but as a com-
plex, time phased, politically charged de-
sign and decision process often involv-
ing multiple social groups within organi-
zations. Swan et al. (1999) say that the
process perspectives on innovation ex-
tend structuralist perspectives by exam-
ining those more dynamic cognitive, so-
cial and political processes through which
new ideas are developed, communicated,
transferred and implemented over time
within particular organizational contexts,
and by identifying ways of facilitating
these processes. According to process
approach, innovation is defined as the
development and implementation of new
ideas by people who over time engage in
transactions with others in an institutional
context (Van de Ven 1986). The process
perspective on innovation asserts that
knowledge is not transferred but must be
continuously created and recreated
through networking as individuals come
to share a common understanding or a
common frame of reference (Swan et al.
1999). The author also believes that the
process perspective of innovation in or-
ganization has more width as well as
depth than what the structuralist approach
offers. At the same time, the process
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perspective on innovation is not exactly
the opposite of the structuralist perspec-
tive but it has enlarged upon the founda-
tion laid down by the thinkers on the
structuralist platform.

These two approaches to study and
understand innovation in organization
may have some differences, but the simi-
larities between them depict certain cor-
relates which if enacted in place will give
boost to organizational intention for in-
novation. The correlates of organizational
innovation are supposed to be organiza-
tional structure, market structure, insti-
tutionalized expectations, organizational
determinants, organizational climate, and
leadership (Gopalakrishnan &
Damanpour 1992). Kimberly and
Evanisko (1981) find that organizational
structure explains as much as 60% vari-
ance in the adoption of innovation in or-
ganization. Similarly, the research litera-
ture on effective operation of innovation
at the organizational level have deci-
phered factors which are human, social,
and also cultural in nature and all these
tend to centre around learning at an or-
ganizational level (OECD 1997). Hence,
it can be assumed that the correlates of
organizational learning are the main build-
ing blocks of the discipline of innovation
in the enterprises. In such a scenario,
learning and work are intimately inte-
grated in an ongoing and systematic fash-
ion to support continuous improvements,
and this learning needs to occur at all lev-
els within an organization – the individual,
the group, the organization, and the glo-
bal (Watkins 1996). At the same time,
innovation is different from organizational
learning (OL) as it includes technologi-

cal and non-technological aspects of or-
ganization to create commercial products
or services from inventions (Ismail
2005). Organizational learning has been
found associated more with proactive and
new-to-the-market innovation, as they
require a change in the way business
were seen beforehand (Baker & Sinkula
2002).

The correlates of organizational
learning are the main building
blocks of the discipline of innova-
tion in the enterprises.

Scientific researches have also been
found to move forward from organiza-
tional learning to knowledge creation and
sharing for making organizational inno-
vation to happen. In other words, learn-
ing at an organizational level helps gen-
erate new knowledge which when shared
and used in non-traditional than traditional
ways by the members results into a true
practice of the discipline of innovation.
These researches have brought to the
table the relationship of knowledge shar-
ing enablers and innovation in the orga-
nization (Calantone et al. 2002, Liebowtiz
2002, Syed-Ikhsan & Rowland 2004).
Darroch and McNaughton (2002) believe
that the organizational promotion of
knowledge sharing changes traditional
ideas about managing intellectual re-
sources and employee work styles by
providing new processes, disciplines and
cultures which constitute organizational
innovation. The contentions of these re-
searchers have also been found in Lin
(2007) who says that the employees’
willingness to both donate and collect
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knowledge is related to firm innovation
capability. Furthermore, it was also ob-
served in this study that innovation in-
volves a broad process of knowledge
sharing which enables the implementa-
tion of new ideas, processes, products,
or services.

Organizational promotion of
knowledge sharing changes tradi-
tional ideas about managing intel-
lectual resources and employee
work styles by providing new pro-
cesses, disciplines and cultures
which constitute organizational in-
novation.

The management thinkers have also
talked about other organizational level
factors which contribute significantly to
organizational innovation. Among these
organizational factors, the roles of struc-
ture and culture have been given prime
importance in making organizational in-
novation happen through the mediating
mechanisms of the OL and the KM. Or-
ganizations with organic systems have
been found to be more prone to the art
of innovation being practiced by the or-
ganizational members (Aiken & Hage
1971, Burns & Stalker 1994). It is also
supported by the observation by Porter
(1998) who finds organic structure im-
prove innovation, where centralization is
low. And firms are basically entrepreneur-
ial in their strategy. The ability to trans-
fer knowledge in the corporation for in-
novation gets significantly influenced by
a structured IT network which enables
individuals to deposit and share knowl-
edge (O’Dell & Grayson 1998), flat or-

ganizational structure with less hierarchy
and bureaucracy, a trusting culture where
knowledge transfer relationships between
individuals and groups are transparent
and supported through equitable perfor-
mance related incentives and rewards,
and a learning strategy whereby corpo-
rations actively promote the double loop
learning (Senge 1990). Dobni (2008) as-
serts that organizational culture which
support innovation have the characteris-
tics features of engaging people to value
creativity, risk taking, freedom, team-
work, value seeking and solution-oriented,
communicative, instil trust and respect for
each other, and be quick to uptake in
making decisions. Moreover, it is argued
that culture supporting innovation rejects
practices and behaviour which hinder in-
novation such as rigidity, control, predict-
ability, and stability (Jassawalla &
Sashittal 2003).

Organizational innovation depends
to a larger extent on the nature of
organizational learning and also
generation as well as sharing of
knowledge amongst people at
workplace.

These findings of the researchers
across different cultural settings may
convince many, if not to all, that the dis-
cipline of organizational innovation de-
pends to a larger extent on the nature of
organizational learning and also genera-
tion as well as sharing of knowledge
amongst people at workplace. These re-
alities of organizational innovation make
it explicitly clear that though innovation
has become the order of the day across
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corporations but it is preceded by long
drawn processes of organizational learn-
ing and knowledge management.

Organizational Learning &
Innovation

Organizational learning refers to a
kind of process where new knowledge
and insights are gained from the common
experience of organizational members to
significantly impact job behaviours and
improve firms’ capabilities (Huber 1991,
Senge 1990, Slater & Narver 1995).
Slater and Narver (1995) say that the
processes of organizational learning gen-
erates organizational knowledge which in
turn get reflected in theories in use, shared
mental models, information databases,
formalized procedures and routines, and
formal cultural models which guide job
behaviours. The organizational learning
with its philosophical roots of question-
ing even established organizational as-
sumptions may lead to generating a kind
of learning for the enterprises which fa-
cilitate innovation to come into existence
(Baker & Sinkula 1999). Generative
learning is necessary for organizations
operating in highly dynamic environment
where the rate of knowledge obsoles-
cence is far greater (Wijnhoven 2001)
and at the same time, the generative
learning has been found to be radical as
it makes all knowledge and data within
the existing system unusable(Easterby-
Smith et al. 1998).

The literature indicates that organi-
zational innovation gets influenced signifi-
cantly by the mental model which pro-
motes endless questioning of every facet

of organizational lives till a new and rel-
evant solution to the problems are found
and used for competitive advantages.
Such a kind of learning atmosphere in the
enterprises gets embedded in organiza-
tional lives when people freely get into
system thinking mode (Senge 1990). In
a recent study, Jimenez and Valle (2008)
assert that organizational learning results
in the development, acquisition, transfor-
mation and exploitation of new knowl-
edge which fosters organizational inno-
vation. These research literatures across
different geographical boundaries have
made it a point that innovation depends
on organizational learning of the firms.
Therefore, it is pertinent to find factors
which influence organizational learning.
Carneiro (2000) has observed manage-
ment literature highlighting organizational
learning as antecedent to innovation and
many models have been proposed (eg.,
Cohen & Levinthal 1990, Hedlund 1994,
Nonaka & Takeuchi 1995) to explain the
intimate relationship between organiza-
tional learning and innovative capability
of the firms.

Organizational learning results in
the development, acquisition,
transformation and exploitation of
new knowledge which fosters or-
ganizational innovation.

Chiva and Alegre (2005) observed
that organizations which stress the im-
portance of both adaptive and innovative
learning (exploration and exploitation) and
of collective learning are flexible, open
to change, and emphasize human re-
source management. Hence, the softer
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aspects of organizational lives are sup-
posed to influence corporate to get in to
organizational learning mode. It is sup-
ported by another observation by Nevis
et al. (1995) who state that the nature of
organizational learning and the way it
occurs are determined by the
organization’s culture and sub-cultures.
Chang and Lee (2007b) in another em-
pirical study observed that the operation
of learning organization significantly and
positively get affected by both leadership
and organizational culture and this in turn
positively influence employees’ level of
job satisfaction. The organizations with
strong learning capability have been
found to score low on formalization in
their organizational structure. Goh and
Richard (1997) in a study observed nega-
tive relationship between formalization
and learning capability of the firm. The
corporate which considered them as
learning organizations have been found
to have fewer controls on employees and
have flat organizational structure for plac-
ing work-team close to the decision-mak-
ers (Mohrman & Mohrman Jr. 1995).

Organizations which have in place
systems, mechanisms, and processes, that
are used to continually enhance their ca-
pabilities and those who work with it or
for it, achieve sustainable objectives – for
themselves and communities in which
they participate. It is believed that once
an organization has been found to move
towards its desired end-state, organiza-
tional learning must be followed by
change in organizational behaviour.
Learning must transfer from individual to
the collective, organizational or inter-or-
ganizational, and vice versa, and “must”

result in change in behaviour (Sun &
Scott 2003).

Linkages

  The author believes that both ex-
plicit and tacit knowledge are essential
ingredients of innovations in processes or
products in the organization. Organiza-
tional knowledge is defined as a set of
collective understanding embedded in a
firm which enables it to put its resources
to particular uses (Penrose 1959), and is
a distinctive way of thinking and acting
in the world (Tsoukas & Vladimmirou
2001). To add on, the organizational
knowledge is also categorized into two
brackets namely, explicit and tacit knowl-
edge. The explicit part of the knowledge
has the characteristic of visibility and
easy to store whereas the tacit part of
the knowledge is much more abstract,
invisible and difficult to store and share
across by those who really possess it.
Baker et al. (1997) view explicit knowl-
edge as ‘formal, systematic, objective,
codified in words or numbers and can be
derived from number of sources such as
data, business processes, policies and
procedures and external sources such as
intelligence gathering. On the other hand,
the tacit part of knowledge is ‘made up
of insights, judgment, know-how, mental
models, intuition and beliefs and is dy-
namic and context specific (Martensson
2000, Tsoukas & Vladimmirou 2001).
Innovation has been found to occur when
employees share their knowledge within
the organization (Nonaka 1994). Hence,
we find that these two forms of knowl-
edge with their unique characteristic fea-
tures have important but different say for
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the firm’s competitive advantage as well
as its innovative capability. Moreover,
tacit and explicit knowledge which the
people and/or system(s) have in the or-
ganization need to be managed appropri-
ately for their effective use.

Pemberton and Stonehouse (2000)
believe that successful learning organi-
zations create an organizational environ-
ment that combines organizational learn-
ing with knowledge management. The
previous section has brought out the facts
that knowledge management and orga-
nizational learning are intimately related
and which cause innovation to take place
at workplace. Knowledge acquisition,
storage and knowledge diffusion are con-
sidered important for administrative in-
novation where as knowledge acquisition
and knowledge diffusion impact signifi-
cantly on technical innovation in the en-
terprise (Chang & Lee 2007a). In terms
of the knowledge based view of the firm,
competitive success is governed by the
capability of the organizations to develop
new knowledge-based assets (KBAs)
which create core competencies
(Pemberton & Stonehouse 2000).

The process of innovation in compa-
nies requires a focus which is signifi-
cantly different from that of other busi-
ness activities, especially, to nurture open
access to people’s extensive tacit knowl-
edge – the one “in and between minds”
– which get boost by companies’ struc-
tural and cultural factors (Armbrecht et
al. 2001). Hence, the fact which these
research studies have brought to table is
that organizational innovation gets pre-
ceded by management of knowledge,

especially the tacit part, which gets in-
fluenced by the kinds of structural and
cultural fabrics which the top manage-
ment have created and enacted in opera-
tion. Rebernik and Sirec (2007) state that
tacit knowledge allows people to work
at the higher levels than explicit knowl-
edge and as a result the top management
needs to support the sharing of tacit
knowledge throughout the company
which takes place with the use of mecha-
nisms such as apprenticeship, direct in-
teraction, networking and action learn-
ing – face-to-face social interaction and
practical experiences.

Moreover, as the tacit knowledge is
difficult to express, codify, and transmit
across, it makes easier for the corporate
to protect it than explicit form of knowl-
edge (Rebernik & Sirec 2007). Here, the
author makes a point to note that commit-
ment, involvement, as well as pro-active
attitudes of the communities in the firm
have significant impact on harnessing and
sharing of tacit side of knowledge for
organization’s competitive advantage.
This may happen when these people find
a congenial organizational structure and
culture in existence around. In other
words, if the corporate has the talent with
above mentioned psychological attributes
who are surrounded with a flat structure
and collaborative & trusting culture, tacit
knowledge is bound to get generated and
shared across. Effective knowledge man-
agement also includes handling defensive
mechanisms that impede communication
across. The more common defensive
mechanisms include avoiding the discus-
sion of important issues, giving ambigu-
ous messages and distorted information
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(Rebernik & Sirec 2007). But, such a phe-
nomenon can be avoided if the company
develops a culture which values openness,
tolerate failures, encourages questioning
of the way things are conducted and per-
mits workers to challenge their superiors
(Lubit 2001).

Based on the above mentioned re-
search literature, it is believed that the
effective use of tacit knowledge, for
making innovation happen in the organi-
zation can take place when people are in
personal contact mode with each other.
The researchers (eg.,  Nonaka &
Takeuchi 1995, Mascitelli 2000) have also
emphasized use of physical co-location
and face-to-face interaction as important
catalysts of organizational innovation.

A Framework of Organizational
Innovation

 The literature reviewed suggests that
organizational innovation is a complex
process and is dependent upon significant

other organizational variables. The litera-
ture also hints that the structural and cul-
tural fabrics of the firms do not impact
directly on their innovation capability but
get mediated by two important processes
of organizational learning (OL) and
knowledge management (KM). Re-
searches also suggest that knowledge
creation and its management takes place
only when employees across different
functions have started learning at an or-
ganizational level. Furthermore, the lit-
eratures also suggest that the process of
organizational learning is influenced sig-
nificantly by the characteristic feature of
structural and cultural fabrics which have
been created and enacted in place by the
top management. Now, it becomes theo-
retically perceptible what goes into mak-
ing organizations to fully practice the art
and discipline of innovation at workplace.
The model of organizational innovation
which is being proposed now has been
derived from the patterns emerging out
of the empirical literature in the knowl-
edge domain of organizational innovation.

This model can be used to study and
understand innovation in organization at

a macro level. The author believes that
the proposed model of organizational in-
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novation can be used by both the con-
sultants as well as practitioners to diag-
nose the current level of readiness for
innovation in organization and then de-
sign a proper intervention for improving
the overall ability to deliver to the busi-
ness environment. More specifically, or-
ganizational innovation depends upon the
strengths of organizational learning ca-
pabilities as well as knowledge manage-
ment practices which the firms have in
place. But these two important drivers
of organizational innovation flourish only
when they are surrounded by a conge-
nial organizational structure and culture.
Hence, the top management should con-
ceive a kind of organizational architec-
ture where the two drivers of organiza-
tional innovation namely, organizational
learning and knowledge management can
be properly aligned with the two contex-
tual factors of organizational structure
and culture. This model of organizational
innovation is based on an internal-process
approach to measure organizational ef-
fectiveness across industry in different
cultural settings.

Organizational innovation depends
upon the strengths of organiza-
tional learning capabilities as well
as knowledge management prac-
tices which the firms have in place.

Conclusion

The resource-based and goal-based
approaches also provide some insight into
conceptualizing a model of organizational
innovation but their contributions are pe-
ripheral in nature. Therefore, the author

used internal-process approach in build-
ing a practical model of organizational
innovation which has been presented in
this paper. The crux of this model is to
invest time and energy to develop a kind
of internal environment which augment
organizational innovation capabilities of
the firm as a whole. The author believes
that the proposed model will provide prac-
tical insights to management consultants
and practitioners who have a job at hand
for increasing innovative mindset of
people at an organizational level.
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