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Abstract — Innovation has become an important weapon for
an organization to sustain its competitiveness under today’s
business dynamic. This paper aims to propose the idea how to
develop a model to assess the organizational characteristics for
being an innovative organization. With the development of the
model, it would help the top management of any organization
determines proper strategies to fill in the strategic gaps between
the current and future requirements for becoming an innovative
organization.

I. INTRODUCTION

In the era of globalization, organizations face with fierce
competition and high pressure to survive in their business
uncertainty. Consequently, firms have to find new strategies
including product and service differentiation, strategic
alliances, or cost leadership to create new values for
developing their competitive advantages and coping customer
needs [1]. Among a variety of alternatives, innovation has
become an essential strategy to respond organizational goals
in order to promote a sustainable organization. According to
the survey of Boston Consulting Group in 2012, the results
show that seventy-six percent of fifty CEOs from major
companies in the world ranked innovation as the top three
strategic priorities to increase corporate performance [2].

In order to organize and manage innovation activities
effectively, the executives should evaluate their current
organizational position before setting corporate strategies.
However, from the existing literature, the study on a
measurement model to assess the level of organizational
characteristics for being an innovative organization has not
been explored in a greater detail. Therefore, this study intends
to present a conceptual model for the management team of an
organization to measure the current level of key
organizational characteristics for being an innovative
organization. Furthermore, it can analyze areas needed for
improvement in order to set proper corporate strategies in
leading an organization to become an innovative
organization. With this analysis, the executives can
effectively allocate resources to the areas needed for
improvement.

The structure of this paper starts with the literature review
on the innovative organizations and the assessment of
organizational characteristics for being an innovative
organization. Secondly, the problem statement and objective
are described. The next part presents the five steps for
analyzing the level of organizational characteristics along the
key dimensions influencing the development of innovative
organization. Then, the discussion on the strategic gaps

between the current level and future requirement for being an
innovative organization will be presented.

II. LITERATURE REVIEW

The literatures were reviewed to address the definition of
an innovative organization, key characteristics of an
innovative organization, and innovation measurement.

A. The definition of an innovative organization

The definition of an innovative organization has been
given by many researchers based on the context and
perspective. For example, an innovative organization is a firm
promotes innovation activities over a period of time to sustain
organizational competiveness and increase corporate
performance [3, 4]. Although, an innovative organization is
still no precise definition, it can be defined based on
something in common that an innovative organization means
a firm always create, learn and develop new products,
processes, methods, services or ideas through all
organizational resources to utilize new values into the
markets as well as stakeholders for sustaining organizational
competitiveness [3, 5-8].

B. The key characteristics of an innovative organization
The characteristics of an innovative organization can be
addressed into five key areas:

1) Organizational structure

Several scholars suggest that an innovative organization
should change its structure or working process to enhance the
competitiveness. They also mention that a flat organization
with low formalization and high flexibility are proper for
managing innovation activities [9-11].

2) Organizational climate and culture

The strong innovation culture has a positive effect to
organizational performance [12]. For example, under the
innovation environment, inferiors are more likely to share
new ideas to leaders than concern about their mistakes [13,
14].

3) Learning organization

A number of scholars identify that improving the learning
process by increasing employee competence and creating
new knowledge must be a nature of innovative organization
to respond their customer needs and gain competitive
advantages [15-19].
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4) Leadership style

Many cultural researchers mention that leaders are a key
driver to develop innovation activities and innovative
environment in an organization [20-22]. Moreover, team
leader behavior has a strong effect to organize a productive
innovation team such as clarifying goals, encouraging
participation,  eliminating  conflicts and evaluating
performance [23].

5) Strategic alliances

Researchers address that the synergy with external sources
is one of a key processes to improve innovation performance
through circulating knowledge and information [24],
providing new ideas and technologies [25], increasing speed
and saving production costs [26].

C. Innovation measurement

The issues of innovation measurement have been
significantly studied by academics and practitioners [27-30].
Several methodologies and indicators for evaluating the
innovation competence have been developed in which they
can be classified into two groups. The first group of
researchers emphasizes on the outcomes of innovation
development in order to see how organizations effectively
manage innovation activities such as measuring the level of
innovativeness by counting the number of innovative
products during a given time or the percentage of revenue
generated from innovative products, etc. The other group of
researchers concentrates on the process and approach of
innovation development in an organization such as measuring
the level of organizational characteristics for being an
innovative organization. For instance, the Innovation
Diamond model is applied to assess key factors for new
product development [31]. Furthermore, Adams et al
propose seven dimensions, which are inputs, knowledge
management, strategy, organization and culture, portfolio
management, project management and commercialization to
measure the innovation management [27]. Two groups of
innovation measurements from the current literature are
presented in Table 1.

1) Focusing on the outcome of innovation development - the
measurements can be classified into three groups which
are input, output and multiple indicators
Innovation inputs are used as the criteria to evaluate the

organizational capabilities in many studies. For instance,

Vega-Jurado et al. mention that internal organizational

competence has a positive influence on the degree of product

innovation [40]. Expenditures on innovation development
such as R&D activities, training and marketing processes are
applied as the main indicators for measuring an innovative

organization [27, 41].

Another group of researchers believes that input indicators
are controllable and predictable. Therefore, they are not
proper for measuring the level of innovativeness because the
results will be biased [42]. Instead, a variety of output
indicators should be considered to measure the organizational
capabilities. Generally, a number of new products during a
given time and the number of patents are used as the criteria
[32, 43]. The study of Verhoef and Leeflang indicates that the
results from marketing activities such as a number of new
products in the markets, market share, revenue and customer
satisfaction can utilize to measure innovation performance of
an organization [28].

The other group of scholars argues that degree of
innovativeness cannot be measured by a single-dimensional
construct because the relationship between organizational
innovativeness and organizational performance is complex
[29, 30, 44, 45]. Consequently, multiple-dimensional criteria
are significantly applied to measure the innovation outcomes
[34, 35]. For instance, Griffith ef al. explore the link between
R&D expenditure and organizational productivity to measure
the level of innovativeness in a firm [33].

2) Focusing on the process and approach of innovation

Different methodologies and models have been developed
to measure organizational characteristics for supporting an
innovative firm [27, 37, 39]. Morris introduces an innovation
funnel with the nine steps of innovation development. He
measures every step of innovation process through several
indicators including qualitative and quantitative methods
[36]. The various measurement models are applied to
evaluate the organizational components for process

TABLE 1: INNOVATION MEASUREMENT FROM SEVERAL SOURCES

Aspects of Innovation
Measurement

Description

Sources

Focusing on the outcome of
innovation

of innovativeness in a firm.

Many scholars use inputs (R&D expenditure,
internal resources), outputs (number of new
products, number of patents, market share) or
combination of indicators for measuring the level

Van den Bulte [32]; Adams et al. [27];
Verhoef and Leeflang [28]; Griffith et al.
[33]; Van Mote et al. [34]; Rothaermel
and Hess [35]

Focusing on the process and
approach of innovation

organization.

Various methodologies and models such as
Government Performance and Results Act
(GPRA), Competing Values Framework (CVF),
Innovation Diamond and Performance
Measurement System (PMS) are applied to
analyze the characteristics of innovative

Morris [36]; Huang and Lin [37]; Adams
et al. [27]; Cooper and Kleinschmidt
[31]; Cavalluzzo and Ittner [38];
Cameron and Quinn [39]
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development. For example, the study of Cavaluzzo and Ittner
used the Government Performance and Results Act (GPRA)
to identify the relationships among firm’s characteristics and
innovation performance [38]. Furthermore, the Innovation
Diamond was employed to evaluate four key dimensions for
driving the new product development [31].

III. PROBLEM STATEMENT

As previously mentioned, innovation becomes a key
engine for firms to develop and sustain their competitiveness.
Executives are not able to manage their innovation activities
effectively if they do not know the current level of their
organizational characteristics and the areas needed for
improvement. However, the development of measurement
model for assessing firm’s characteristics for being an
innovative organization and determining a strategic direction
to improve organizational innovativeness is still limited.
Without the assessment model, it is quite difficult for
managers to know and prioritize the areas needed for
improvement as well as it is hard to set proper strategies for
the development to become an organization.

IV. OBJECTIVE AND PROPOSED APPROACH

Although the focus of this paper presents the idea, the
ultimate goal of this research aims to develop an analytical
model to measure the existing level of organizational
characteristics along key dimensions such as organizational
structure, culture or leadership style. The measurement model
will present the strategic gaps based on the difference
between the current level of key characteristics for being an
innovative organization and targets. As a result, areas needed
for improvement will be identified. Thus, the top
management can make proper strategic decisions for
developing an organization to become an innovative
organization.

The approach for assessing the organizational characteristics
is proposed in five steps. The first step is to identify the key
characteristic dimensions for an organization to be an
innovative organization. The second step is to assess the level
of organizational characteristics along key dimensions. The
third step is to determine the indicators or key performance
indexes (KPIs) to evaluate the level of an organizational
position. Next, the benchmark is set to present a target for
each dimension. The last step, an analytical model is applied
to show gaps between the existing level of key characteristics
for being an innovative organization and benchmarks. The
research approach is presented in Fig 1.

Stepl: Identify the key characteristic dimensions for an
organization to be an innovative organization

To develop a measurement model, the key dimensions
influencing the development of innovative organization have
to be identified. Extending from the research of Chutivongse
and Gerdsri on ‘Key Factors Influencing The Development of
Innovative Organizations: An Exploratory Study’ in the
PICMET Conference 2011 [46], we rerun the analysis by
focusing only the key attributes that have been identified in
the literature and also been addressed by the Thai executives
through a series of interview. With this arrangement, it ended
up with 25 attributes in common. Then, the factor analysis
was applied to extract and group the attributes into the key
factors promoting an innovative organization. For factor
analysis, the Kaiser-Meyer-Olkin (KMO) and the Bartlett test
of sphericity were conducted to test the data adequacy. The
KMO is 0.828 and the Bartlett test of sphericity is 767.281 at
the 0.000 significance level indicating that the correlations
among variables are significant. Furthermore, the Cronbach’s
alpha was used to test the internal consistency of the five
factors. Generally, the Cronbach’s alpha about 0.6 has
usually been accepted in the organizational research [47].
Therefore, all of five factors met the minimum criteria. The
results presents in Table2

Step1: Identify the
characteristic dimensions
for being an innovative
organization

-

Step2: Develop the level
of characteristic in each
dimension

Step3: Determine the
KPIs to evaluate the
level of organizational
characteristics

—

————————

Step4: Set a benchmark for
the desired level of key
characteristics

pr—

Step5: Analyze strategic gaps of each
key characteristic for being an
innovative organization

Figure 1: Approach for assessing the organizational characteristics
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TABLE 2: CRONBACH’S COEFFICIENT ALPHA VALUE

Factor Cronbach alpha KMO value Barlett test of sphericity
Factor 1 0.852 0.828 767.281 (at 0.000 significance level)
Factor 2 0.834
Factor 3 0.716
Factor 4 0.824
Factor 5 0.587

TABLE 3: THE RESULT OF FACTOR ANALYSIS

Variables

Factors

Your organization possesses sufficient technological resources to facilitate the development.

0.869

Y our organization provides sufficient sources of information to facilitate the development.

0.822

Your organization possesses sufficient financial resources to facilitate the development.

0.774

Rewards and incentives are set to foster innovation within your organization.

0,818

Your organization always learns from past experiences and applies it to the future.

0.771

Your organization emphasized human resource development as a significant factor by
continuously providing training courses supporting innovation activities.

0.667

Even during tough economic times, such as the hamburger crisis, your organization still

0.665

supports innovation activities.

Your organization always motivates employees to think positively

0.534

All employees recognize the organization’s goal in promoting innovation.

0.825

organization’s objectives.

With a clear and definite goal, all employees have the same direction to achieve the

0.756

order to obtain new ideas.

Your organization always co-operate with other firms through outsourcing or partnership in

0.558

Your organization allows every employee to have free expressions.

0.752

easy communication.

The work environment in your organization is more like a family approach, which allow

0.701

Ideas can be exchanged among organization’s members without conflicts.

0.651

changing of the responsible persons.

The process of transferring new technologies within your organization is effective even with

0.570

creative ideas.

Your organization has a specific process to systematically plan the implementation of

0.884

Your organization continuously improves and re-invents new work process.

-0.609

Eigen Value | 6.734 1.615 1.456 1.190 1.025

Variance explained

39.609 | 9.501 8.565 7.002 6.032

Cumulative variance explained

39.609 | 49.110 | 57.675 | 64.677 | 70.710

Through the factor analysis, 17 attributes were grouped
into five factors that explain 70.71% of the cumulative
variance explained. The results present in Table 3:

These five factors are named as:

Management support Human

Resource Development (HRD) supporting organizational
learning and personal development

Vision and goal sharing

Organizational culture for communication

5. Work process

N —

W

The result indicates that management support, human
resource development (HRD) supporting organizational
learning and personal development, vision and goal sharing,
organizational culture for communication and work process
are the key factors supporting Thai organization to become
innovative. Therefore, these five factors can be applied as the
key dimensions to assess the characteristics of being and
innovative organization.

Step 2: Develop the level of organizational characteristics
along the key dimensions

In order to identify the existing position of organizational
characteristics in each dimension, the level of organizational
characteristics influencing the development of innovative
organization have to be developed. The level of
organizational characteristics can be developed through
expert panels (from academics and practitioners), literature
review and database from organizations in various industries.
For example, the levels of characteristic in the area of human
resource management can be divided into four levels as
shown in Table 4. Since this paper proposes a conceptual
model, the final design of the model is still under the
development at this stage.

Step 3: Determine the KPIs to evaluate the existing level of
organizational characteristics

This step will identify the KPIs used for measuring the
conditions representing the level of organizational
characteristics in each dimension. Both qualitative and
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quantitative methods can be applied to identify the current
level of each characteristic. For instance, several scholars
mention that the training program becomes a basic element of
the human resource development factor [48-50]. The study of
Amabile concludes that high freedom to employees for
selecting the methods or sources of new ideas to achieve the
goals has a positive effect on the organizational outcomes
[49]. Moreover, the number of training course has a direct
impact to employees’ capabilities [S1]. Then, these two
indicators are applied to measure the level of organizational
characteristic under human resource development aspect as
presented in the table 4. However, these are just examples so
more KPIs need to be identified for all dimensions.

Step 4: Set the benchmark for the desired level of key
characteristics for being an innovative organization

The benchmark is used as the target for future
development in each dimension. There are two methods to set
the benchmark:

1) Expert panel: A group of experts can be identified from
different parts of organizational departments (e.g. marketing,
R&D, finance, etc.) to set the desirable targets for
development (also called a benchmark) [42, 52]. Phan also
mentions that an expert can be either academics or
practitioners who have more experience in a particular field
[42].

2) Database method: it is one of the most popular methods
to set an organizational target. The data from organizations

that are regarded as innovative organizations can be used as
the benchmark to compare with other firms in the same
industry [42]. For instance, 3M Corporation has explored and
sustained innovation activities for over a century so it
becomes one of the great benchmark with any identified
organization [53-55].

Step 5: Analyzing the strategic gaps of organizational
characteristics in each dimension

Mosley and Mayer state that a radar chart is more useful
to compare organizational capabilities than other methods
when an organization needs to measure their performance in
multiple dimensions [56]. Then, a radar chart is applied as a
tool for presenting the strategic gaps between the existing
level of key characteristics for being an innovative
organization and the benchmark. As previous mention, this
study applies five key factors which are management support,
human  resource  development (HRD)  supporting
organizational learning and personal development, vision and
goal sharing, organizational culture for communication and
work process as the key dimensions to assess the
characteristics of being an innovative organization as shown
in Fig. 2. From Fig. 2, the conceptual model presents the
existing position of organization A and the strategic gaps
between current level of organizational characteristics and
benchmarks.

TABLE 4: THE LEVEL AND KPIS UNDER THE HUMAN RESOURCE DEVELOPMENT CHARACTERISTIC

Level of organizational characteristic KPIs Description
under human resource development
Routine - Freedom to choose the training course - The training programs are set by the top
- Number of training course to management only
organizational employees per year - The training programs are not provided to
the middle and operation level
Basic - Freedom to choose the training course - The training programs are set to the all
- Number of training course to levels by top management decision
organizational employees per year - The training programs are provided to
employees 1 program per year
Intermediate Freedom to choose the training course - Employees can choose the training
- Number of training course to programs from the internal programs by
organizational employees per year themselves.
- The training programs are provided to
employees 2- 3 programs per year
Advance - Freedom to choose the training course - Employees can choose the training
- Number of training course to program from internal and external
organizational employees per year programs by themselves
- The training programs are provided to
employees higher than 3 programs per
year
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e
Gap
Work process The management support
—>— Benchmarks
—— QOrganization A
HRD Organizational culture for communication
_ Vision and goal sharing

Figure 2: Radar chart with a sample company

V. DISCUSSION

A proposed approach can present the areas needed for
improvement so the top management can make the proper
strategic decisions to bridge the gaps. The result from a radar
chart can also be used to set the strategic direction from
different scenarios. With the determination of strategic gaps,
some organizations may want to attempt the most challenging
tasks first while other organizations may try to make a quick
win by focusing on closing smaller gaps. Therefore, the top
management can choose an appropriate strategic scenario for
the future development.

VI. CONCLUSION

This research is an ongoing project which it ultimately
attempts to develop an analytical model to measure the level
of organizational characteristics for being an innovative
organization along the key dimensions. This paper presents a
conceptual approach to evaluate the level of organizational
characteristics and also identify the strategic gaps between
the current level of organizational characteristics and future
requirements for being an innovative organization. With the
completion of analytical model development, it can help the
management team of any organization to make proper
strategic decisions for becoming an innovative organization.
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