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ABSTRACT

Innovation researchers have typically focused on either the adoption or the implementation phase
of organizational innovation. In the present study, we propose that four agents of innovation (i.e.,
top management, external environment, innovation, and employees) play distinct roles in the adop-
tion and implementation stages, and that, together, they predict innovation outcomes. We test the
phase-dependent process of organizational innovation using data drawn from intensive interviews
with 40 executives of a consumer product company. A path analysis of 94 innovations introduced
to the organization over the past 20 years indicates that there is a significant level of stability in
innovation-driving dynamics. Particularly, top management and employees tend to remain heav-
ily involved in the implementation of an innovation if they played an important role in adopting
it. The four agents of innovation play different roles in accruing benefits from the innovation. The
results also suggest that employees tend to produce positive innovation outcomes when they have been
involved in the innovation from the very beginning and are thus responsible for its adoption. The
present study makes a distinct contribution to the literature by exploring the multi-stage, unfolding
processes of organizational innovation.

Keywords: innovation adoption, innovation implementation, innovation effectiveness, top management,
external environment, efficacy of innovation, employee involvement

nnovation has been widely acknowledged as a  Wejnert, 2002; Yetton, Sharma, & Southon,
core source of competitive advantage for orga-  1999). The existing literature on innovation can

nizations; thus, scholars have investigated vari- be divided into two streams: the variance approach
ous organizational processes and factors related  (Jarvenpaa & Staples, 2000; King & Anderson,
to innovation (Klein & Knight, 2005; Myers, 1995) and the process approach (Damanpour
Sivakumar, & Nakata, 1999; Rogers, 1995; & Schneider, 2006; Greenhalgh, Robert, Bate,
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Macfarlane, & Kyriakidou, 2005; Song, Song, &
Benedetto, 2009). Studies based on the variance
approach have examined a variety of predictors
that promote organizational innovation, includ-
ing organizational factors such as culture and cli-
mate (Baer & Frese, 2003; Choi & Chang, 2009),
environmental factors (King & Anderson, 1995;
Pierce & Delbecq, 1977), properties of the inno-
vation (Klein & Knight, 2005; Sharma & Yetton,
2003), and individual characteristics and innova-
tion receptivity (Jones, Jimmieson, & Griffiths,
2005; Klein & Sorra, 1996). The process perspec-
tive, in contrast, attempts to provide a detailed
account of the complex developmental processes
underlying an innovation (Holl & Hord, 1987;
Kwon & Zmud, 1987; Myer & Goes, 1988;
Rogers, 1995; Van de Ven, Polley, Garud, &
Venkataraman, 1999).

Scholars of the variance approach rely mostly
on quantitative data collected from a number
of innovations involving multiple organiza-
tions (e.g., Dougherty & Hardy, 1996; Higgs
& Rowland, 2005), whereas those taking the
process approach largely depend on qualitative
case studies around a small number of innova-
tions (or even a single innovation; e.g., Denis,
Hebert, Langley, Lozeau, & Trottier, 2002;
Fitzgerald, Ferlie, Wood, & Hawkins, 1997).
These different research orientations may be
the reason the existing literature provides only
a limited understanding of the developmental
process involving multiple innovations. Given
that innovation is a complex, multi-phase phe-
nomenon (Damanpour & Schneider, 20006;
Myer & Goes, 1988), the stage-dependent
processes of innovation must be considered
using quantitative data based on multiple
innovations.

In this study, taking the view that innovation
is a multi-event phenomenon (Greenhalgh et al,,
2005), we examine organizational innovation at
two different stages: adoption and implementa-
tion. We propose that these two innovation stages
are shaped by four agents or actors: top manage-
ment, external environment, innovation, and
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employees. These agents may play distinct roles
at each of the two stages, and may have differ-
ent implications for innovation outcomes. For
example, the role of top management may be
critical at the adoption stage; however, once the
innovation has been adopted, acceptance of and
active engagement of employees in the use of the
innovation may emerge as the critical conditions
at the implementation stage. Therefore, the pri-
mary antecedent of innovation success may vary
according to the innovation phase (King, 1990;
Wolfe, 1994). The existing literature, however,
does not provide consistent evidence regarding
the stage-dependent dynamics of organizational
innovation (Greenhalgh et al., 2005; Tornatsky &
Klein, 1982).

By testing the roles of diverse actors related
to innovation at multiple stages, this study
complements existing innovation studies based
on the variance approach, which have generally
focused on a particular stage of innovation, leav-
ing the question of stage-dependent dynamics
unanswered (for an exception, see Damanpour
& Schneider, 2006). The present study also
addresses a shortcoming of studies endorsing the
process approach, which have typically resorted
to qualitative case analyses of a small number of
innovations (Greenhalgh et al., 2005). To this
end, we propose a conceptual framework that
isolates key actors operating at both the adoption
and implementation stages of innovation. We also
present hypotheses regarding the ways in which
these actors are connected to one another dur-
ing the adoption and implementation stages, as
well as the ways in which they predict innovation
outcomes.

MULTI-STAGE, MULTI-AGENT MODEL OF
ORGANIZATIONAL INNOVATION

Scholars have divided the innovation pro-
cess into various phase frameworks, such as
knowledge—persuasion—adoption—imple-
1995);
initiation—adoption—adaptation—acceptance—
routinization—infusion (Kwon & Zmud, 1987);

mentation—confirmation

(Rogers,
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and initiation—adoption—implementation (Dam-
anpour & Schneider, 2006). In this study, we
examine two widely recognized and clearly dis-
tinguished stages of innovation: adoption and
implementation. Adoption refers to the decision
to use an innovation as the best course of action to
derive anticipated benefits from changes that the
innovation may bring to the organization (Klein
& Sorra, 1996; West & Anderson, 1996). Imple-
mentation refers to the transition stage between
the decision to adopt the innovation and the
consistent use or routinization of the innovation
(Holahan, Aronson, Jurkat, & Schoorman, 2004;
Klein & Sorra, 1996).

To account for varying patterns of innovation
adoption and implementation in organizations,
researchers have focused on numerous factors,
both internal and external to the organization
(Greenhalgh et al., 2005). Among these, we con-
sider four critical factors that may cover a wide
variety of domains related to the innovation
process: top management (Dong, 2001; Grover,
Jeong, Kettinger, & Teng, 1995), external envi-
ronment (Freel, 2005; Nohria & Gulati, 1996),
the efficacy of an innovation (Agarwal & Prasad,
1997; King & He, 2006; Yetton et al., 1999),
and employees (Jones et al., 2005; Zmud, 1984).
These four agents of innovation have been con-
sistently emphasized in relation to both adoption
and implementation (Ferman & Levin, 1987;
Glynn, 1996). On one hand, the leadership of

top managers with regard to innovation and the

receptivity of employees to innovation represent
critical internal dynamics needed for success-
ful innovation (Fidler & Johnson, 1984; Zmud,
1984), whereas environmental pressure or uncer-
tainty and the efficacy or technical advantage of
the innovation represent core external conditions
to be considered (Klein & Knight, 2005; Pierce
& Delbecq, 1977; Sharma & Yetton, 2003).
On the other hand, top management and exter-
nal environment may be reflective of macro or
strategic dynamics involved in organizational inno-
vation (Castle, 2001; Nystrom, Ramamurthy, &
Wilson, 2002; Pawar & Eastman, 1997), whereas
innovation and employee characteristics represent
more micro issues that may be closer to the field
of actual innovation-related operations (Aubert &
Hamel, 2001; Klein & Sorra, 1996; Venkatesh &
Davis, 2000).

Implementation as a mediator
between adoption and innovation
effectiveness

As shown in Figure 1, what happens during the
adoption and implementation stages may deter-
mine innovation effectiveness, which refers to the
benefits or positive outcomes accrued from a given
innovation (Klein & Sorra, 1996). In the pres-
ent conceptual framework, we consider two such
outcomes: increased innovative capability and
organizational performance gain caused by the
innovation (Holahan et al., 2004). Organizations
adopt and implement innovations to improve
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FIGURE 1: THEORETICAL FRAMEWORK PREDICTING INNOVATION EFFECTIVENESS.
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their performance in the short term, as well as
to increase their capacity to innovate in order to
enhance long-term output (Caldwell, Herold, &
Fedor, 2004).

Although both adoption and implementa-
tion are necessary elements of organizational
innovation, we propose that implementation
is a more proximal process in the production
of innovation effectiveness, and thereby medi-
ating the effect of adoption on the outcomes.
Many innovation scholars have assumed that
innovation implementation is a mechanical,
routine process that follows the adoption deci-
sion (Moore, 1991; Wejnert, 2002). However,
as Klein and Knight (2005) have pointed out,
the key reason that most organizations fail to
benefit from a given innovation is not innova-
tion failure, but implementation failure. Simply
adopting an innovation, therefore, may not
guarantee desired outcomes from the innova-
tion. Instead, organizational gains, in terms of
both innovative capability and increased perfor-
mance, may rely more on if and how the inno-
vation is implemented, rather than on whether
it is adopted (Jones et al., 2005; Klein & Sorra,
1996). We thus advance the following media-
tion hypothesis:

Hypothesis 1: The relationship between adop-
tion-related processes and innovation effective-
ness is mediated by implementation-related
processes.

Effects of implementation-driving
factors on innovation

effectiveness

As the immediate process responsible for inno-
vation effectiveness, we propose that all four
implementation-driving forces have meaningful
implications for innovation effectiveness.

Top management
The commitment of top managers to innova-
tion has been recognized as one of the most
conditions for innovation

crucial success
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(Holahan et al., 2004; Sharma & Yetton, 2003;
Van de Ven, 1986). The direct engagement of
top managers in innovation implementation
tends to increase the legitimacy of the innova-
tion within the organization, thereby enhanc-
ing employee acceptance of the innovation
and facilitating its routinization (Baer & Frese,
2003; Dong, 2001). In addition, top managers
develop a supportive organizational context for
implementation by allocating sufficient finan-
cial resources for innovation-related activities,
such as training and technical support, and by
installing organizational practices, such as HR
policies and the rearrangement of task processes
needed for the successful assimilation of the
innovation (Champy, 1995; Choi & Chang,
2009; Davidson, 1993; Grover et al., 1995).
Innovation implementation driven by top
management, therefore, may increase innova-
tion effectiveness in terms of both innovative
capability and performance gains caused by the
innovation.

Hypothesis 2: Top management-driven imple-
mentation is positively related to innovation
effectiveness.

External environment

As a member of a larger system, an organiza-
tion may not survive without persistently
engaging in exchanges of information and
resources with its external environment (Cohen
& Levin, 1989; Nohria & Gulati, 1996). For
this reason, adequately dealing with market
and technological demands imposed by various
external actors (e.g., customers, competitors)
constitutes a critical condition for organiza-
tional effectiveness (Castle, 2001; Kimberly
& Evanisko, 1981). Therefore, when an orga-
nization implements an innovation to meet or
exploit external opportunities and challenges,
such as emerging market demands or techno-
logical changes, its effort is likely to result in
increased organizational performance (Pierce &

Delbecq, 1977; Rai & Bajwa, 1997; Wejnert,
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2002). This type of innovation implementa-
tion may also invigorate the capability of the
organization to cope with future environmental
changes by enhancing the sensitivity and knowl-
edge of environmental events and trends of its
members (Damanpour & Schneider, 2006).
Environment-driven implementation thus pro-
vides an organization with learning experiences
that should improve its innovative capability
with regard to managing external opportunities
and threats.

Hypothesis 3: Environment-driven imple-
mentation is positively related to innovation
effectiveness.

Efficacy of innovation

An efficacious innovation with technical advan-
tages and convincing rationale can be another
driver of implementation efforts that may also
result in desirable outcomes for the organization
(Agarwal & Prasad, 1997; King & He, 2000).
The well-known innovation diffusion model
of Rogers (1995) identifies various innovation
characteristics that promote adoption deci-
sions, such as relative advantage, trialability,
and compatibility with existing organizational
arrangements. These characteristics seem to pro-
vide momentum for implementation once an
innovation has been adopted (Clayton, 1997).
Some other properties of an innovation, such
as a low impact on social relations, communi-
cability, reversibility, divisibility, and modifi-
ability, are also directly related to the level of
innovation use in organizations (cf. implemen-
tation characteristics, Leonard-Barton, 1988;
Oldenburg, Hardcastle, & Kok, 1997). In the
information systems literature, researchers have
found that innovations with desirable attributes,
such as task relevance, perceived usefulness, and
perceived ease of use, tend to be more widely
accepted and actually used, resulting in a greater
benefit accrued from the innovation (Agarwal &
Prasad, 1997; Venkatesh & Davis, 2000). In
addition, when employees have been exposed to
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innovations with desirable characteristics, they
may develop positive attitudes toward innova-
tions and become more receptive to innovative
ideas, which should increase organizational capa-
bility (Jarvenpaa & Staples, 2000; Yetton et al.,
1999). Formally stated, our fourth hypothesis is
as follows:
Hypothesis 4: Innovation-driven
mentation is positively related to innovation

imple-
effectiveness.

Employees

The indifference or resistance of organizational
members has been identified as an onerous bar-
rier to successful implementation because they
are the ultimate target users of most organi-
zational innovations (Choi & Chang, 2009;
Zmud, 1984). Therefore, when employees
actively engage in implementation, the innova-
tion is likely to be readily assimilated into exist-
ing work processes and routines. In addition,
when employees find themselves to be the main
force driving the implementation of an innova-
tion, they may feel responsible for its success
and develop a sense of ownership and strong
motivation to prove that the innovation is of
benefit to the organization (Armenakis, Harris,
& Mossholder, 1993; Holt, 2002; Jones et al.,
2005; Miller, Johnson, & Grau, 1994). If they
are enthusiastically engaged in implementing an
innovation, employees may encounter various
situations that require their creative contribu-
tion to make the innovation work or to adapt it
to the specific organizational context (cf. struc-
turation perspective, Pozzebon, 2000; Staber,
2006), which should increase the innovative
capacity of the organization. We thus posit that
employee-driven implementation may enhance
both innovative capability and organizational
performance.

Hypothesis 5: Employee-driven implemen-

tation is positively related to innovation
effectiveness.
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Relationships among adoption-
initiating factors and
implementation-driving factors:
Stability and agentic shift

In Hypothesis 1, we propose that implementa-
tion factors, as direct predictors of innovation
outcomes, mediate the relationship between
adoption factors and innovation effectiveness.
Below, we complete our theoretical framework
by articulating how the adoption-initiating
factors are related to implementation-driving
factors.

When the same agent operates in both orga-
nizational decisions to adopt an innovation and
its implementation, we can reasonably assume
that there will be a certain level of stability (or
inertia) over the two phases of innovation. For
example, if top managers were heavily involved
in the adoption decision, they would be likely
to continue their commitment at the implemen-
tation stage by providing more resources and
legitimizing the use of the innovation, perhaps
due to their feelings of ownership and respon-
sibility for the innovation (Chatterjee, Grewal,
& Sambamurthy, 2002; Dong, 2001; Sharma
& Yetton, 2003). Top-initiated adoption, there-
fore, may increase the likelihood of top-driven
implementation.

In a similar vein, if environmental uncer-
tainty caused by competition and market
dynamics was the main factor influencing the
organization to adopt an innovation, its imple-
mentation would also be fueled by environ-
mental forces because the environment would
be likely to remain unchanged in the short run.
Likewise, once the organization has decided to
adopt an innovation because of its technical
advantages or potential benefits in work per-
formance (innovation-initiated adoption), this
superiority would continue to be the main force
in the implementation phase. Finally, given that
people tend to stick to their positions (even
when these decisions turn out to be wrong),
employees exert greater effort to implement
an innovation when they have initiated (or
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influenced) its adoption. Thus, we advance the
following stability hypothesis:

Hypothesis 6: A factor that is important in
the innovation adoption phase will remain
important in the innovation implementation
phase.

In addition to this agentic stability over the
two phases, we recognize the possibility that the
main driving force can change over time. This
agentic shift in the innovation process may take
several different forms. First, to legitimize their
adoption decision, top managers may make an
intensive effort to convince organizational mem-
bers of the merits of the innovation by developing
a clear vision and a rationale for the innovation
(Chatterjee et al., 2002; Higgs & Rowland,
2005) and providing sufficient resources and
encouragement for innovation use. These condi-
tions will increase employees’ commitment to the
innovation (Aparna, Mila, & Hui, 2009; Igbaria
& Guimaraes, 1994; Klein, Conn, & Sorra,
2001), possibly placing them in the central role
with regard to implementation. Thus, when
top management adopts an innovation, organi-
zational members may be drawn to the center
stage of implementation through persuasion and
resource allocation.

Hypothesis 7: Top-initiated adoption is positi-
vely related to employee-driven implementation.

If the innovation were adopted due to envi-
ronmental forces, such as technological or market
changes, top management may soon recognize the
significance of those changes and actively support
the innovation in order to exploit opportunities or
to minimize damage to the organization (Paswan,
D’Souza, & Zolfagharian, 2009). Considering the
strategic role played by top management and the
strategic implications of the external environment
(Ferman & Levin, 1987; Freel, 2005), environ-
ment-initiated adoption should eventually attract
the attention of top managers to the external con-
dition that necessitates the implementation of the
innovation.
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Hypothesis 8: Environment-initiated adoption
is positively related to top management-driven
implementation.

Previous studies have indicated that the supe-
rior characteristics of an innovation, such as rel-
evance, usefulness, and ease of use, are critical
factors in its adoption (Sharma & Yetton, 2003).
When an innovation is adopted due to its effi-
cacy or supetiority over existing courses of action,
organizational members, as ultimate users of the
innovation, are likely to perceive its merits and
be convinced of its value to their work. Thus,
when the innovation is readily applicable to the
organization and efficacious in producing positive
results, employees will become enthusiastic about
actively implementing the innovation (Venkatesh
& Davis, 2000). Thus, we hypothesize the
following:

Hypothesis 9:
tion is positively related to employee-driven

Innovation-initiated adop-

implementation.

The innovation adoption literature has focused
principally on top management and environmen-
tal elements such as institutional forces (Ferman
& Levin, 1987; Paswan et al., 2009), thereby
effectively ignoring employees as a potential
agent of adoption. However, employees are best
equipped to select the most compatible and use-
ful innovations to improve organizational per-
formance because of their familiarity with actual
task operations and demands and/or the specifi-
cations to be fulfilled for the successful comple-
tion of the task. For this reason, employees are
able to render a realistic assessment of the fit of an
innovation with the task, as well as its technical
potential in the workplace, and will thereby initi-
ate the adoption of an innovation with superior
characteristics. Thus, if an innovation is adopted
in accordance with the desires of employees, the
innovation is likely to be highly efficacious and
produce desirable consequences. In such a case,
the quality of an innovation may play a critical
role in its implementation.
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Hypothesis 10: Employee-initiated adop-
tion is positively related to innovation-driven
implementation.

METHODS

To test the multi-phase, multi-agent model of
the innovation process, we conducted a field
study in a Korean company that operates in the
consumer product industry with approximately
2000 employees. This company is well recog-
nized as an innovative and learning-oriented
company, and has been successful in introduc-
ing various innovations internally, as well as to
the market and to society. Adapting the guide-
lines of Huber and Power (1985) for improving
the accuracy and representativeness of interview
data, we carefully selected key informants for
this study. Specifically, with the assistance of
the HR director, we identified 40 executives,
including most of the top management team
members and key senior managers, who com-
prised the upper echelon of the company. They
were knowledgeable in the history, context, and
business operations of the company, including
its innovation efforts.

The sampled group of 40 executives equally
represented the eight functional areas of the com-
pany (i.e., five executives per function): strategy
development, public relations, human resource
management, marketing, production, R&D,
sales, and logistics. In terms of organizational
positions, these informants included 6 vice-pres-
idents, 5 senior executives, 10 directors, and 19
general managers. This sample included 36 males
(90%) and 4 females (10%). Their average ten-
ure was 19 years (SD = 5.48), ranging between 5
and 34 years, with the company. On average, they
were 46 years old (SD = 5.40).

The present research design provided a com-
prehensive picture of the company’s innovation-
related activities by covering all eight functions
represented on the companys organization
chart. The presence of multiple informants rep-
resenting the same functional area allowed us to

Volume 17, Issue 3, May 2011



cross-validate these executive managers reports.
With this research design, we avoided potential
biases that often plague the single-informant
design.

Structured interviews with key
informants
Over a period of four weeks, we conducted semi-
structured interviews with the 40 executives.
We employed the critical incident technique
(CIT, Flanagan, 1951) to structure the interview.
Specifically, at the beginning of every interview,
we guaranteed anonymity and confidentiality,
and obtained approval for documenting the pro-
cess via audio recording. All 40 executives allowed
us to record the interview. Then, we asked the
interviewees to identify a major innovation that
had significant influences on the company and
with which they had direct experiences. Once
the executives identified such an innovation, we
asked them to chronologically describe the way
the innovation unfolded and became embed-
ded in the company. Specifically, we probed for
explanations of how and why the innovation was
adopted, as well as what factors influenced its
implementation. Finally, we asked for descrip-
tions of the consequences of the innovation,
either positive or negative. Once the interviewees
had finished their descriptions of the process of
adoption and implementation, and had identi-
fied the outcomes of the innovation, we asked
them to identify another innovation, following
the same interview procedure. To obtain a quan-
titative assessment of each innovation that can
be compared across executives, we asked them
to offer numerical ratings regarding the unfold-
ing processes of the innovation at the end of each
innovation case (see below for a more detailed
description). We employed this procedure to
avoid any subjective biases that could be intro-
duced when we numerically code our informants’
innovation stories.

The average duration of the interviews was
90 min (ranging between 70 and 180 min). On
average, each executive identified and described
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approximately 4.7 innovations (ranging between
3 and 7). Thus, the informants spent an aver-
age of 20 min describing the adoption, imple-
mentation, and outcomes for the organization
of each implementation. In total, the 40 execu-
tives described 186 innovations over the past
20 years, most of which were introduced to the
organization within the past 10 years. Executives
from the same functional area, however, often
described the same innovation events. Thus,
some cases were reported by over 10 informants.
We, therefore, collapsed multiple interview data
regarding the same innovation into a single inci-
dent. When this procedure was applied, the final
sample included 94 separate cases of innovation.
In this initial interview data, each innovation
was described by approximately two informants
(ranging between 1 and 10).

To calculate the inter-rater agreement of inter-
view responses, however, we needed at least three
informants for each innovation case. Among
the 94 innovation cases, only 27 cases (28.7%)
were reported by three or more informants. Of
the other cases, 15 innovation cases (16%) were
reported by two participants and 52 cases (55.3%)
were reported by only one informant. To reduce
the potential subjectivity of interview responses
due to the small number of informants, we con-
ducted follow-up telephone interviews with 22 of
the 40 executives who participated in the initial
interviews. Telephone interviews have been used
widely and have demonstrated their validity as a
procedure for data collection (Holbrook, Green,
& Krosnick, 2003; Sudman, 1966). Before we
conducted these follow-up interviews, we first
categorized the 67 target innovations reported
by less than three informants according to per-
tinent functional areas and assigned them to
executives in the same or related functional area.
Second, at the beginning of the phone interview,
we determined if the informants were familiar
with those innovations and their unfolding pro-
cesses. Once we confirmed that the informants
were knowledgeable about the innovation, we
briefly described the target innovation, and then
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asked them to rate the innovation process ques-
tions (described below). In the follow-up tele-
phone interviews, participants rated an average
5.41 innovations (ranging between 3 and 7). In
so doing, we ensured that each innovation was
reported by at least three informants.

Interview questions

During the initial interviews and the follow-up
telephone interviews, we asked the same set of
questions verbatim to apply the same protocol
to every interview. To quantify the responses,
we instructed the informants to respond using a
10-point scale (1 = szrongly disagree, 10 = strongly
agree). With regard to the innovation adoption
process, the following four questions (adapted
from Fidler & Johnson, 1984; Oldham &
Cummings, 1996; Venkatesh, Morris, Davis,
& Davis, 2003; Waldman, Ramirez, House, &
Puranam, 2001) were used to assess the role of
the four key agents of adoption: (a) “Top manag-
ers strongly believed that this innovation would
fic quite well with the company and initated
its adoption’ (top-initiated adoption), (b) ‘The
introduction of this innovation was inevitable
because of external environmental factors such
as market and technological changes’ (environ-
ment-initiated adoption), (c) ‘This innovation
was adopted largely because of its expected value
in terms of increased job effectiveness and orga-
nizational performance’ (innovation-initiated
adoption), and (d) ‘Employees’ eagerness and
persistent suggestions played a critical role in
adopting this innovation’ (employee-initiated
adoption).

To examine the implementation process, we
asked the following four questions (adapted from
Douglas & Judge, 2001; Lampikoski & Emden,
1996; Patterson et al., 2005; Yetton et al., 1999):
(a) “This innovation was implemented mostly
due to top managers wholehearted support
(top-driven implementation), (b) “We imple-
mented this innovation mostly because of exter-
nal environmental demands such as market or
(environment-driven

technological ~ changes’

JOURNAL OF MANAGEMENT & ORGANIZATION

implementation), (c) “We implemented this inno-
vation mostly because of its positive outcomes
such as increased quality and productivity’ (inno-
vation-driven implementation), and (d) ‘This
innovation was implemented in our organiza-
tion mostly due to employees’ enthusiastic effort
(employee-driven implementation).

Finally, we asked two questions (adapted from
Caldwell et al., 2004; Fedor, Caldwell, & Herold,
20006) to assess innovation effectiveness: (a) “This
innovation significantly improved the innovative-
ness and creativity of our company’ (innovative
capability), and (b) “This innovation significantly
improved job effectiveness and productivity in
our company’ (organizational performance).

Each innovation in the sample was evaluated
using these 10 questions with three or four par-
ticipating executives. The inter-rater reliabil-
ity of these 10 items was calculated using the
Spearman—Brown formula for effective reliability
of judges (see Rosenthal & Rosnow, 1991, p. 53).
As reported in Table 1, all items showed accept-
able levels of inter-rater reliability, indicating that
the informants had shared understandings of the
innovation events they described. Thus, we aver-
aged the responses of the executives regarding the
same innovation, resulting in 94 innovation cases.
This innovation-level aggregated data comprised
the final analysis sample used in our hypothesis
testing.

ResuLTs

The basic characteristics of the 94 innovations
adopted by and implemented in the sampled
company are summarized in Table 2. The ini-
tial categorization of the sampled innovations
was based on the descriptions of the innova-
tions provided by the interviewed executives.
We then invited the company’s HR managers
and the senior vice-presidents of the eight func-
tions to validate the categorization results, after
which we corrected our initial categorization as
needed. Most innovations in the current sample
(73 innovations, 77.7%) were introduced to the
organization within the past 10 years. In terms
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TABLE 1: MEANS, STANDARD DEVIATIONS, AND CORRELATIONS AMONG STUDY VARIABLES

Variables M sD 1 2
1. Top-initiated 837 149 .72
adoption
2. Environment-initiated 6.34 1.87 -.07 .66
adoption
3. Innovation-initiated 6.92 1.69 31** 25%*
adoption
4. Employee-initiated 6.26 208 -.04 .27**
adoption
5. Top-driven 8.46 1.06 .52**-.13
implementation
6. Environment-driven  8.06 1.16 .32** .18
implementation
7. Innovation-driven 7.78 1.28 .23* 31**
implementation
8. Employee-driven 750 136 .09 .19
implementation
9. Innovative capability 7.97 .90 .29** .08
10. Organizational 7.83 1.06 .26* .30**

performance

S A A SR A
.69

.50** .69

32%* 15 73

24*% 12 33** .73

AT 43 26% 67 .63

3147 1 52%x  53** .69

AxRx 27*%* 35%%  49**  58** 50** .63
A7+ 50%*  24*  57**  70** .53** .65** .76

The unit of analysis is innovation (N = 94). The numbers on the diagonal indicate the level of inter-rater reliability.

*p <.05; ** p<.01.

of the functional area, strategy development
most frequently initiated innovation projects
(22.3%), whereas the R&D function initiated
only a small portion of the innovations (5.3%).
This is perhaps due to the fact that the majority
of the sampled innovations (90.4%) were related
to organizational practices and processes (pro-
cess innovations), such as culture changes toward
ethical and transparent management, socially ori-
ented initiatives (e.g., CSR moves) and changes
in work processes including Six Sigma, BPR,
ERD, new information systems, and the reorga-
nization of distribution channels, rather than
innovations in actual products (product innova-
tions). In addition, most of the innovations in
our sample involved radical changes (73.4%) and
were targeted at individual- and team-level pro-
cesses (58.6%).

Table 1 reports descriptive statistics and cor-
relation coefficients for all study variables. The
mean scores of the variables indicate that top

Volume 17, Issue 3, May 2011

management was the most active agent of inno-
8.37). Although top
management continued to be the main force

8.46),

the other three agents, particularly employees

vation adoption (mean

at the implementation phase (mean

(mean = 8.06), increased their significance as a
driver of innovation implementation. To test our
research framework, we conducted a path analysis
using structural equation modeling (SEM), which
allows an omnibus test of the predictive relation-
ships involving multiple outcomes that take place
in multiple stages. We used the innovation-level
aggregated scores of the 10 variables as single indi-
cators of the latent constructs in our theoretical

model.

Hypothesized model and alternative
structural models

We first developed a structural model that
incorporated all paths suggested in Hypotheses
1 through 10. This model produced a good
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TABLE 2: CLASSIFICATION OF 94 CASES OF INNOVATIONS

Types Categories Frequency Valid (%)
Functional area Strategy development 21 22.3
Public relations 9 9.6
Human resource management 14 14.9
Marketing 8 8.5
Production 14 14.9
R&D 5 5.3
Sales 13 13.8
Logistics 10 10.6
Process vs. product innovation Process 85 90.4
Product 9 9.6
Incremental vs. radical innovation Incremental 25 26.6
Radical 69 73.4
Target level of innovation activities Individual 15 16.0
Team 40 42.6
Cross-function 8 85
Organization 19 20.2
Society 12 12.8

fic (x* (df = 13) = 20.63, p = .081; CFI = .98;
RMSEA = .079; AIC = 104.63; Hu & Bentler,
1999). Following the common SEM practice
(Anderson & Gerbing, 1988), we tested several
alternative models that might provide theoreti-
cally plausible alternative explanations of the
data. In our theoretical framework, we proposed
eight paths that connect adoption factors to spe-
cific implementation factors. However, all four
adoption-initiating factors may affect all four
implementation-driving factors. For example, as
hypothesized, the efficacy of an innovation may
promote positive cognition of employees toward
it, thereby placing them in a central position in
the implementation phase (Choi et al., 2011).
The merit of innovation, however, may also
attract top managers and instigate their active
support for its implementation. Efficacious
innovation is also likely to meet environmental
demands because technically superior and timely
innovations are likely to fulfill external demands
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from competitors and consumers. Therefore,
the efficacy of an innovation not only promotes
employees as the drivers of implementation, but
may also invite top management and the exter-
nal environment as core players at the imple-
mentation stage. Similarly, employee-initiated
adoption can beget top management-driven
and environment-driven implementation, as
well as implementation driven by the innova-
tion’s efficacy and the organization’s employees.
To address this possibility, in the first alternative
model, we estimated those eight remaining paths
between adoption and implementation factors
that were constrained to be 0 in the hypothesized
model. This model produced a worse model
fic (¢ (df = 5) = 11.41, p = .044; CFI = .98;
RMSEA = .117; AIC = 111.44) than the hypoth-
esized model, indicating that the hypothesized
links between adoption and implementation fac-
tors were adequate to explain the observed pat-
tern in the data.
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We also tested the possibility that adoption-
initiating factors directly contribute to innovation
effectiveness. Although we proposed thatimplemen-
tation mediates the effect of adoption on the inno-
vation outcomes, scholars have assumed and shown
that the processes involved in innovation adoption
have significant implications for innovation out-
comes (King & Anderson, 1995; Sharma & Yetton,
2003). Considering that innovative capability and
actual organizational performance may comprise
separate dimensions of innovaton effectiveness,
we separately tested the possibility that adoption-
inidating factors have direct effects on these two
outcomes. We created our second alternative model
by allowing direct paths from the four adoption fac-
tors to innovative capability. This model produced
a good model fit (x* (df = 9) = 16.26, p = .062;
CFI = .98; RMSEA = .093; AIC = 108.25), but was
not significantly different from our hypothesized
model (Ay? (Adf = 4) = 4.36, p > .50). Finally, the
third alternative model allowed for the direct effects
of adoption-initiating factors on organizational

Innovation adoption and implementation

performance. This model exhibited an excellent fit
to the observed data (x* (df = 9) = 9.92, p = .357;
CFI = .99; RMSEA = .033; AIC = 101.92),
along with a statistically significant improvement
of model fit from the hypothesized model (Ay?
(Adf = 4) = 10.71, p < .05). Figure 2 presents this
final alternative model with standardized path
coefficients.

Testing the multi-stage, multi-agent
model of innovation

We proposed that the four implementation-driv-
ing agents would be positively related to the two
innovation outcomes. As shown in Figure 2, the
results indicate that only implementation driven
by an innovation’s efficacy has positive effects on
both innovative capability and organizational
performance (B = .36, p < .05 and B = .34,
2 < .01, respectively), confirming Hypothesis 4.
Implementation driven by top management and
employees is significantly related only to inno-
vative capability (B = .21 and .26, respectively,

Top-Initiated
Adoption

Environment
-Initiated
Adoption

Innovation
-Initiated

.34

Adoption

Employee
-Initiated
Adoption

Top-Driven
Implementation

Environment
-Driven
Implementation

Innovation
-Driven
Implementation

Employee
-Driven
Implementation

25+

21*

Innovative
Capability

22*

Organizational
Performance

)

FIGURE 2: MULTI-STAGE, MULTI-AGENT MODEL OF ORGANIZATIONAL INNOVATION. Thicker lines represent statistically more
significant results. Insignificant paths are not depicted in the diagram. 'p <.10; *p < .05; **p < .01; ***p < .001.
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both p < .05). Environment-driven implemen-
tation predicts only organizational performance
(B = .22, p <.05). Thus, Hypotheses 2, 3, and 5
are only partially supported.

With regard to the connections between the
agents of adoption and those of implementation,
the present data support our stability hypoth-
esis that the same agency may play a key role in
both the adoption and implementation phases
of innovation (Hypothesis 6). Three of the four
stability paths were significant, with top manage-
ment and employees showing particularly strong
stability effects (B = .52 and .45, respectively,
both p < .001). As predicted by Hypothesis 10,
employee-initiated adoption is positively associ-
ated with implementation driven by the efficacy
of an innovation (§ = .26, p <.01).

Disconfirming our expectation, implementa-
tion-related factors do not completely mediate the
effects of adoption-related factors on innovation
effectiveness (Hypothesis 1 not supported). Even
after controlling for its indirect effects through
implementation factors, employee-initiated adop-
tion remains a highly significant direct predictor
of organizational performance (8 = .25 p <.001).
Therefore, the results suggest that implementa-
tion processes only partially mediate the rela-
tions between adoption processes and innovation
outcomes.

DiscussiON

Departing from previous studies that focused
on either innovation adoption (Baer & Frese,
2003; Sharma & Yetton, 2003) or implemen-
tation (Dong, 2001; Klein & Sorra, 1996), the
present study examines the relationships among
key factors that operate at both the adoption
and implementation phases of innovation, as
well as the way they work together to influence
innovation effectiveness. The present findings
offer quantitative evidence of the close connec-
tions between the adoption and implementation
processes that have been hinted at in qualitative
case studies of innovation. Along with the recent

study of Damanpour and Schneider (2006) on
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the differential predictors of innovation adoption
and implementation in municipal governments,
this study makes a distinct contribution to the
innovation literature by theorizing and empiri-
cally testing the way adoption-initiating and
implementation-driving agents are related to one
another, and how they work together to predict
innovation effectiveness. Below, we highlight the
significance and implications of the present find-
ings and discuss the limitations of the study.

Implications for theory and research
As shown in Figure 2, the present data clearly show
that there is a meaningful stability or inertia in the
underlying forces that make innovation possible in
organizations. This tendency is particularly strong
for top management and employees. Consistent
with existing studies (Choi & Chang, 2009;
Dong, 2001), top managers appear to actively
engage in innovation implementation when they
adopted the innovation. A similar continued
engagement across the adoption and implementa-
tion phases was reported for employees, perhaps
due to their ownership of the innovation in ques-
tion. Apparently, top management and employ-
ees, the two ‘willful’ agents of innovation in our
model, tend to maintain their commitment to
an innovation throughout the innovation process
when they were heavily involved in its initiation.
Although this continued commitment from top
management or employees could be beneficial for
the successful introduction and routinization of
an innovation, it may also have several drawbacks.
Top management and employees may ignore neg-
ative feedback if they are overly committed to their
initial decision and feel responsible for the success
of the innovation, and may fail to abort the inno-
vation process before substantial damage to the
organization has been incurred (cf. sunk cost and
escalated commitment, Staw, 1981). For this rea-
son, support for innovation by active and willful
agents should be carefully managed to ensure that
actors do not fall prey to face-saving motivations.
Contrary to our expectation, the efficacy of
an innovation does not stimulate employees
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to implement it. However, employee-initiated
adoption does appear to lead to implementation
driven by the efficacy of an innovation. This indi-
cates that, as end users of the innovation, employ-
ees are capable of recognizing an innovation with
high compatibility and usefulness, which should
enhance their job performance. If employees are
able to identify innovations that actually work,
managers may need to engage these innovations
from the very beginning in the search for new
solutions to organizational challenges (Hartwirk
& Barki, 1994). Nevertheless, the present data
indicate that, of the four factors, top management
has the most impact on adoption decisions, with
employees being the weakest agent of adoption
(mean = 8.37 versus 6.26, respectively, # = 7.80,
p < .001, see Table 1). Unfortunately, our data
indicate that this difference between top man-
agement and employees in terms of impact on
innovation adoption persists at the implementa-
tion stage, although the difference does become
smaller over the two stages (mean = 8.46 versus
7.50, respectively, z = 5.74, p < .001).

With regard to innovation effectiveness, our
analysis indicates that the innovative capability
of an organization can be improved when the
implementation process is driven by organiza-
tional constituents, including top management
and employees. In addition, the organization’s
record of implementing efficacious innovations
that clearly result in performance enhance-
ment is also beneficial to innovative capability
(Klein & Knight, 2005). In contrast, the organi-
zation accrues greater actual performance gains
when innovation implementation is driven by
both environmental demands and the innova-
tion’s efficacy. This is consistent with existing
findings revealing that, in order to be successful,
organizations must continually engage in envi-
ronmental analysis and properly respond to exter-
nal demands (Freel, 2005; Rai & Bajwa, 1997).

Our analysis also shows that implemen-
tation-driving factors mediate the effects of
adoption-initiating factors on innovative capa-
bility,

However,

supporting Hypothesis 1.
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employee-initiated adoption exhibits a signifi-
cant direct effect on organizational performance
(B = .25, p <.001) after controlling for its indirect
effects via the implementation-driving factors.
In addition, employee-initiated adoption is the
only significant predictor of the engagement of
employees in innovation implementation, which
is in turn a significant predictor of enhanced
innovative capability. Indeed, there is no doubt
that top management plays a critical role as the
‘institutional enabler’ throughout the innovation
process (Chatterjee et al., 2002). Nevertheless,
employees are the ultimate determinant of success
for most innovations (Choi & Price, 2005). Our
analysis bolsters the finding of Hartwirk and Barki
(1994) that only early involvement of employees
in the innovation decision process boosts their
active engagement at the implementation stage,
perhaps due to their sense of ownership toward
and commitment to the innovation. Considering
this critical role of employees in organizational
innovation, innovation scholars need to revise the
prevailing assumption that employees are ‘passive
executors’ of managerial decisions (Klein & Sorra,
1996), and to pay greater attention to employee-
related dynamics in the innovation process.

Implications for practice
Organizations adopt and implement innova-
tions with two benefits to be accrued in mind:
(a) improved organizational performance, such as
operational efficiency, employee productivity and
satisfaction, and financial performance; and (b)
increased innovative capability, such as employees’
learning ability, adaptability, and creativity ben-
eficial for future adaptation of the organization
(Holahan et al., 2004; Klein & Sorra, 1996). Our
analysis reveals that organizational performance
and innovative capability are predicted by differ-
ent actors playing distinct roles at each of the two
stages. These results offer practical implications for
organizations and managers, as described below.
First, the role of top management in the inno-
vation process has been acknowledged as a pre-
dominant determinant for innovation success
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(Dong, 2001; Klein et al., 2001). To legitimize
their adoption decisions and to effectively imple-
ment the innovation, top management sup-
ports innovation implementation by allocating
resources and by developing policies (Chatterjee
et al., 2002). Unfortunately, our results show that
the active engagement of top management in the
implementation stage may not result in benefits
for the organization. This is perhaps because
top-down innovation could be seen as a coer-
cive force to employees, which in turn results in
resistance toward innovation among them. Thus,
to increase organizational performance through
innovations, top managers need to step back and
encourage proactive and voluntary engagement of
employees by providing ownership with regard to
implementation. Our analysis also indicates that
environment-driven implementation facilitates
organizational performance. This signifies that
organizations should leverage their environmen-
tal scanning ability to respond to environmental
uncertainties, which maximizes opportunities
and minimizes threats from external environ-
ments (Damanpour & Schneider, 2000).

Second, the efficacy of an innovation has been
identified as a critical factor that affects the fre-
quency of innovation use and the implementation
process (Sharma & Yetton, 2003). Our analysis
also indicates that the efficacy of an innovation
is the sole determinant that increases both inno-
vative capability and organizational performance.
When the innovation is useful and relevant to
task performance, employees develop a positive
attitude and receptivity toward the innovation
(Choi et al., 2011). Therefore, to increase inno-
vation effectiveness, organizations should adopt
useful and task-relevant innovations that offer
superiority over existing practices.

Third, our analysis reveals that the early
engagement of employees directly contributes to
organizational performance due to innovation.
The active involvement of employees in the entire
innovation process and their sense of ownership
may be the most important factors for an innova-
tion’s success. Therefore, managers need to create
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an innovative climate that encourages employees’
personal initiatives (Baer & Frese, 2003). The
early involvement of employees and their per-
sonal initiative for innovation are promoted when
the organization provides an environment where
they feel safe to speak up without fear of rejec-
tion or reprisal, and where they have sufficient
task autonomy and trusting relationships with
peers and supervisors (Jones et al., 2005; Victor,
Boynton, & Stephens-Jahng, 2000).

Study limitations and conclusion
Although intriguing, the present findings should
be interpreted with caution because of several lim-
itations of this study. First, the present data were
drawn from interviews with 40 executives of a
single organization in Korea. This research design
provided maximum control of various potentially
confounding sources, such as industry character-
istics, an organization-specific context, and a dis-
tinct business environment. However, the present
design also limits the generalizability of the find-
ings because of the possibility that the research
site had an idiosyncratic way of dealing with
innovations. Future studies need to validate the
present multi-stage, multi-agent model in more
diverse settings involving multiple organizations.
Second, although this study was intended to
reveal distinct roles of multiple agents at different
stages of innovation, the data were based on ret-
rospective explanations of the innovation process
that may be subject to post hoc rationalizations,
oversimplifications, and biased attributions, lead-
ing to unclear causal directions. Future studies
need to use longitudinal and real-time accounts
of the unfolding innovation process over time.
Third, we conducted telephone interviews
in the follow-up data collection, which could
result in different response patterns among the
interviewees. Indeed, face-to-face interviews
may present richer information and offer greater
opportunities for probing. Although prior studies
suggest that telephone interviews and face-to-face
interviews are comparable means for data collec-

tion (Holbrook et al., 2003; Sudman, 1966), we
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acknowledge that maintaining consistency in col-
lecting data methods is desirable.

Finally, the present study used executives
accounts of the innovation process, as well as of
outcomes of the innovation. Although we col-
lected multiple views from different executives,
and although the measurement model has exhib-
ited empirical distinctiveness among variables,
relatively high correlations among adoption-initi-
ating factors and implementation-driving factors
suggest the possibility of same-source bias. Future
studies need to employ multi-source data from
diverse informants with different perspectives. In
addition, to obtain a more reliable assessment of
innovation outcomes, future studies may utilize
third-party ratings of innovation effectiveness
and/or objective measures based on archival data
(e.g., financial performance, the number of pat-
ents). Nevertheless, our finding that employees
play critical roles in the innovation process, as
reported by executives, increases our confidence
that the present results are not driven by self-
serving biases of these executives. Further studies
could incorporate diverse viewpoints, revealing
potentially  different
regarding the emergent, unfolding processes of

sense-making processes

organizational innovation.

All in all, the present study makes a distinct
contribution to the innovation literature by
quantitatively exploring how a variety of actors
are related to one another over the two phases
of innovation, and how these actors in adoption
and implementation affect innovation effective-
ness. Our analysis indicates the strong stability
of willful actors, such as top management and
employees, in their levels of engagement over
the two stages of innovation. A critical finding
that merits further mention is the key role of
employees in ensuring organizational perfor-
mance gains from the innovation, particularly
the importance of their active involvement
from the early stages of innovation initiation or
adoption. Innovation is crucial to the sustain-
ability and viability of contemporary organi-
zations. Further conceptual elaboration of the
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multi-phase dynamics of innovation and an
empirical exploration of the phase-dependent
processes involving innovation initiation, adop-
tion, implementation, and routinization would
enrich our understanding and the management
of innovation in organizations.
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