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ABSTRACT 

 

Innovation is the process of creating and marketing something new. Thus, an important and 

beneficial way to create the innovations is the management innovation and technological 

innovation to create a working innovation climate. In general, organisational performance is 

the outcome of management innovation, technological innovation and innovation climate. 

Thus, the relationship between innovations (management, technology, climate innovation) 

and organisational performance is essential to research. This study reviewed the conceptual 

model of the relationship between management innovation, technological innovation, 

innovation climate and organisational performance. This research identifies the link between 

measurements regarding their efforts to increase organisational performance during the 

technological transformation era. The theoretical framework is shown in this review article. 

 

Keywords: management innovation, technological innovation, innovation climate, 

organisational performance, review 

 

1. INTRODUCTION 

Innovation is important for the growth of many industries, such as construction companies, 

food companies, and automotive industries (Holmen, 2005; Suárez-Barraza et al., 2012; 

Türker, 2012). Businesses in the construction industry should be aware of their innovation 

logic, specifically whether their innovation behaviour is biased toward exploitation or 

exploration and the internal or external network. A delicate balance is required (Bygballe & 

Ingemansson, 2014). Empirical evidence of food companies engaging in open innovation and 
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detailed analyses of related business strategies remain scarce. The open innovation practices 

in the food industry and assess their impact on the sector's innovation capability and market 

outcomes (Sarkar & Costa, 2008). The experience of three well-known companies operating 

at various points along the automotive industry's value chain: a final car manufacturer on the 

one hand and two suppliers (i.e., a designer and a component supplier) and innovative 

approaches. Automotive businesses identify environmental policy winners and losers within 

specific environmental policy fields. For example, innovators in the vehicle sector- suppliers 

to the automobile industry; achieved above-average sales shares. In contrast, adopters of these 

innovations in the transportation industry incurred costs and may have lost competitiveness 

(Rennings & Rammer, 2011; Lazzarotti et al., 2013). Therefore, innovation is essential for 

many businesses and companies. 

 

2. LITERATURE REVIEW 

2.1. Management Innovation 

Management innovations (new management principles, processes, practices, or organisational 

forms) have the potential to be significant and long-term sources of competitive advantage. 

Furthermore, because of the complexity of today's society, management innovations are more 

important than ever (Pandza et al., 2021). Management innovation creates and implements a 

new management practice, process, structure, or technique that advances organisational goals. 

The roles of key change agents within and outside the organisation in driving and shaping 

processes are motivation, invention, implementation, and labelling (Birkinshaw & Mol, 2006; 

Birkinshaw et al., 2008). Management innovation introduces new management practices into 

a business to improve performance. Based on the literature on organisational reference groups, 

this article demonstrates that management innovation occurs due to a firm's internal context 

and external search for new knowledge. Additionally, there is a trade-off between context and 

search in that their co-occurrence has a detrimental effect on management innovation. 

Management innovation is positively correlated with subsequent productivity growth in firms 

(Mol & Birkinshaw, 2009). Therefore, management innovations in this study refer to new 

management practices that adapt the new knowledge from internal and external contexts to 

increase organisational performance. 

 

2.2. Technological Innovation 

Technological innovation refers to applying technology to create new products or processes 

(Stock et al., 2002). Because adversarial relationships frequently characterise the construction 

industry, the resulting lack of cooperation has been identified as a significant contributor to 

the construction industry's low level of innovation. As a result, numerous initiatives seek to 

address the lack of innovation by fostering greater collaboration among businesses (Holmen 

et al., 2005). The set of potential determinants is supplemented by variables associated with 

technological innovations: 1) Innovation expenditure on product and process innovation as a 

percentage of revenue 2) Collaboration with external partners on innovation 3) Intramural (in-

house) R&D activities 4) External research and development activities 5) Acquiring 

machinery, equipment, and software; and 6) Acquiring additional external knowledge 

(Schmidt & Rammer, 2007). Therefore, technological innovation in this study refers to 

applying technology to create new products or processes such as R&D activities, acquiring 

machinery, equipment, and software, etc.  

 

2.3. Innovation Climate 



REVIEW OF ADVANCED 
MULTIDISCIPLINARY SCIENCE, 
ENGINEERING & INNOVATION (RAMSEY) 

 

RAMSEY Vol. 1 (1), No. 4, 2022  3-8 

Innovation climate refers to the team's (or organisation's) shared perceptions of teams' (or 

organisational) processes that encourage and enable innovation (Newman et al., 2020). To 

extend this climate of innovation to the firm level, fostering knowledge sharing and 

collaboration across functional areas within the firm is necessary. Indeed, prior research 

indicates that interdepartmental connectivity benefits the development of trust and 

cooperation among organisation members by increasing opportunities for informal social 

interactions, accessibility, depth of understanding, and refinement of existing knowledge 

(Popa et al., 2017). A team innovation climate is considered the openness to innovations 

(Aarons, & Sommerfeld, 2012). The innovation climate of an organisation is defined as a 

collection of employee perceptions about the organisation's work environment that fosters 

risk-taking behaviour, allots sufficient resources, and provides a challenging work 

environment conducive to utilising a creative approach (Jaiswal & Dhar, 2015). Therefore, 

the innovation climate in this study refers to the organisational team's shared perceptions of 

processes that encourage and enable innovation 

 

2.4. Organisational Performance 

Organisation performance refers to the organisation's operational ability to satisfy the desires 

of its major shareholders and its own survival needs. It must also be evaluated to determine 

an organisation's success. Several factors, including innovation, improve organisational 

performance (Bakaritantri, 2022; Limsangpetch et al., 2022). Financial indicators were used 

for organisational performance analysis; total asset turnover, current asset turnover, revenue 

to expense ratio, return on assets (ROA), return on equity (ROE), return on capital employed 

(ROCE), revenue per employee, earnings before taxes per employee, and labour costs per 

employee (Bakotić, 2016). Organisational performance is used to determine whether a 

company's small-scale operational activities are aligned with its large-scale vision and strategy 

objectives. It encompasses four perspectives: financial, customer, internal process, and 

innovation and learning (Rašula et al., 2012). From the perspective of various stakeholders, 

organisational performance was defined as achieving organisational goals. In conjunction 

with the perception of an organisation as a closed system of inputs and outputs  

(de Vries et al., 2018). Thus, organisational performance in this study refers to its operational 

ability to satisfy stakeholders regarding management innovation, technological innovation, 

and innovation climate. 

 

2.5. Hypothesis Development  

2.5.1. The Relationship Between Management Innovation and Innovation Climate 

Management innovation is inextricably linked to the innovation climate. The innovation 

climate for creativity dimensions of employee recognition of creativity, adaptability to 

change, and adequate resources for innovation pave the way to adopt new management 

practices, processes, or structures (Hassi et al., 2019). The effect of an innovation climate is 

to increase employee participation and creativity, making jobs more interesting and lowering 

the likelihood of turnover (Demircioglu & Berman, 2019). Therefore, there is a relationship 

between management innovation and innovation climate. 

 

H1: Management innovation climate significantly influences innovation climate.  

 

2.5.2. The Relationship Between Technological Innovation and Innovation Climate 

Two critical components of an innovative firm are its innovation climate and strategy, which 

constantly improves products, services, and management processes (Nybakk et al., 2011). 
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Studying the innovation climate is a modifiable factor in innovations, including technological 

innovation. It has a significant synergistic effect on the overall national economy (Safiullina 

et al., 2014). Advancements in programmed automation technology will fundamentally alter 

the manufacturing workplace and have far-reaching implications for the factory's future labour 

and management roles. The strategic model is more realistic than many previous formulations 

in that it emphasises both the time frame and level of specificity necessary for planning the 

implementation of new technologies. The model advocates for long-term organisational 

readiness for technological change through developing an innovation climate while also 

advocating for short-term technological innovation to facilitate the implementation (Chan et 

al., 2014). Therefore, there is a relationship between technological innovation and innovation 

climate. 

 

H2: Technological innovation climate significantly influences innovation climate.  

 

2.5.3. The Relationship Between Innovation Climate and Organisational Performance 

Innovation and the diffusion process are widely acknowledged to be dependent on the 

complex social psychological process. Such a process invariably manifests itself in the form 

of climate in an organisation, which influences people's behavior. In addition, innovation also 

has the potential to improve business performance (Panuwatwanich et al., 2008). Furthermore, 

transformational leadership styles have direct and indirect effects on the climate for innovation 

and organizational performance (Sethibe, 2018). Organisational innovation significantly 

influenced business performance (Limsangpetch et al., 2022). Also, there was a relationship 

between organisational climate for innovation and organisational performance (Sethibe & 

Steyn, 2016; Shanker et al., 2017). Therefore, there is a relationship between innovation 

climate and organisational performance. 

 

H3: Innovation climate significantly influences organisational performance.  

 

2.5.4. The Relationship Between Management Innovation, Technological Innovation, 

Innovation Climate, and Organisational Performance 

Top management knowledge values and knowledge-creating practices influenced open 

innovation, which, in turn, influenced organisational performance (Singh et al., 2021). A 

creative climate mediated the impact of servant leadership on management innovation and 

innovative behaviour. Also, successful servant leadership practices enabled the organisation 

to create a climate conducive to creativity, which led to management innovation and 

innovative behaviour, influencing performance (Karatepe et al., 2020). Moreover, an 

innovative climate was a mediator between empowering leadership and management 

innovation. Hence, an innovative climate can be an effective tool for implementing 

management innovation, enhancing organisational performance (Hassi, 2019). Therefore, 

there is a relationship between management innovation, technological innovation, innovation 

climate, and organisational performance. 

 

H4: Innovation climate is a significant mediator between management innovation, 

technological innovation, and organisational performance.  

 

2.6. Conceptual Framework 
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Figure 1. Conceptual Framework 

 

3. RESEARCH METHODOLOGY 

The researchers developed the questionnaire items based on previous research that was found 

to be valid. Measuring instruments were evaluated in terms of reliability and validity by three 

experts in the business field. The questionnaire items in management innovation and 

technological innovation constructs were based on Zhang et al. (2019). The questionnaire 

items in innovation climate constructs were based on Si Dah et al. (2022). The questionnaire 

items in organisational performance constructs were based on Kaewnaknaew et al. (2022). 

The original questions and modified survey items are shown as follows. 

 

Table 1. Sources of Questions, Original Questions and Modified Questions 

 

Original Questions (Modified) Questions 

          Management Innovation 

             (Zhang et al., 2019) 

● Rules and procedures within our 

organization are regularly renewed.  

● We regularly make changes to our 

employees’ tasks and functions.  

● Our organization regularly implements 

new management systems.  

● The policy with regard to compensation 

has been changed in the last three 

years.  

● The intra- and inter-departmental 

communication structure within our 

organization is regularly restructured.  

● We continuously alter certain elements 

of the organizational structure.  

             Management Innovation 

 

● Rules and procedures within the 

organisation are regularly renewed.  

● Our team periodically makes changes 

to employees’ tasks and functions.  

● The organisation periodically 

implements new management systems.  

● The policy concerning compensation 

has been changed in the last three 

years.  

● The intra- and inter-departmental 

communication structure within the 

organisation is regularly restructured.  

● The team continuously alters some 

aspects of the organisational structure.  

          Technological Innovation 

            (Zhang et al., 2019) 

● We are able to produce products with 

novelty features. 

● We use the latest technology for new 

product development. 

● The speed of new product development 

is fast enough/competitive. 

             Technological Innovation 

 

● Our team can produce products with 

novelty features. 

● Our team uses the latest technology for 

new product development. 

● The speed of new product development 

is fast enough/competitive. 
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● We have enough new products 

introduced to the market. 

● We have new products which are first-

in-market (early market entrants).  

● We are technologically competitive. 

 

● We use up-to-date/new technology in 

the process. 

● We are fast in adopting process with 

the latest technological innovations. 

● The process, techniques and technology 

change rapidly in our company. 

● Our team has enough new products 

introduced to the market. 

● Our team has new products which are 

first-in-market (early market entrants). 

● Our team is technologically 

competitive. 

● Our team uses up to date/new 

technology in the process. 

● Our team is fast in adopting processes 

with the latest technology innovations. 

● The process, procedures, and 

technology change quickly in the 

organisation. 

            Innovation Climate  

            (Si Dah et al., 2022) 

● My colleagues are comfortable 

cooperating, understanding, and 

accepting each other.  

● My colleagues listen to each other 

regardless of whether they have a 

minority perspective.  

● My colleagues accept deviating views.  

● My colleagues combine all provided 

useful ideas for each other for the best 

work result.  

● My colleagues always work together to 

develop new ideas for the best solution 

to the problems. 

              Innovation Climate  

 

● My colleagues are comfortable 

cooperating, understanding, and 

accepting each other.  

● My colleagues listen to each other 

regardless of whether they have a 

minority perspective.  

● My colleagues receive deviating views.  

● My colleagues combine all provided 

valuable ideas for each other for the 

best work result.  

● My colleagues always work together to 

develop new ideas for the best solution 

to problems. 

       Organisational Performance 

          (Kaewnaknaew et al., 2022) 

● The company has a clear direction and 

adapts quickly to keep up with the 

changes.  

● The company practises effective 

planning at all levels and prioritises 

workforce training and development.  

● The company regularly conducts 

official performance appraisals. 

● Employees are assessed fairly for their 

performance. 

● The company has policies that 

encourage developmental opportunities 

for everyone.  

          Organisational Performance 

 

● The organisation has a clear direction 

and adapts quickly to keep up with the 

changes.  

● The organisation practises effective 

planning at all levels and prioritises 

workforce training and development.  

● The organisation regularly conducts 

official performance appraisals. 

● Employees and staff are assessed fairly 

for their performance. 

● The organisation has policies that 

encourage developmental opportunities  

 

4. DISCUSSION AND CONCLUSION  
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Since innovation is the process of creating and marketing something new, a critical and 

beneficial way is to focus on innovations through management innovation and technological 

innovation to foster climate innovation. Moreover, organisational performance results from 

management innovation, technological innovation, and climate innovation. This relationship 

between management innovation, technological innovation, the innovation climate, and 

organisational performance should be considered. This study examined the conceptual model 

relating management innovation, technological innovation, the innovation climate, and 

organisational performance. This study establishes a link between measurements of managers' 

efforts to improve organisational performance during the era of technological transformation 

in this review article. 
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