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Organisational characteristics that facilitate the innovation process

The innovation process, outlined at the end of Chapter 1, identified the complex 
nature of innovation. It also emphasised the need to view innovation within the 
context of the organisation. In a recent study examining the relationship between 
innovation stimulus, innovation capacity and innovation performance, Prajogo and 
Ahmed (2006) found that there was a strong relationship between innovation stimu-
lus and innovation capacity and a strong relationship between innovation capacity 
and innovation performance. Figure 4.5 illustrates this diagrammatically. The find-
ings did not detect any direct relationship between innovation stimulus and innova-
tion performance. The implications of this for firms are clear: if firms wish to 
improve innovation performance, first they need to put in place and then develop 
factors that stimulate innovation, such as appropriate leadership, R&D and creativ-
ity. Within such an environment, the nurturing and building of innovation capacity 
can then occur. Prajogo and Ahmed (2006) argue that innovation capacity is the 
combination of technological and human factors. In other words, having good sci-
ence and laboratories is necessary but insufficient. In addition, effective intangible 
skills are required, such as project management, innovative experience and risk 
management.
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Figure 4.4 A two-dimensional typology of innovation projects

Figure 4.5 Innovation stimulus, capacity and performance
Source: D.I. Prajogo and P.K. Ahmed (2006).
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Armed with this information, the challenge for firms remains immense. Putting in 
place the necessary stimulus and then nurturing capacity may sound straightfor-
ward, but what does this mean? A review of the innovation management literature 
by van der Panne et al. (2003) provides us with some of the answers. This research 
examined factors that contribute to success and failure of innovative projects within 
firms (see Figure 4.6). This major review identified a wide range of factors, but this 
is classified into four major groups:

1 Firm-related factors.
2 Project-related factors.
3 Product-related factors.
4 Market-related factors.

In this chapter we will concentrate on firm-related factors that affect innovative 
success for the firm. Other chapters in this book address the three other areas. For 
example, project-related factors are discussed in Chapters 10 and 17. Product-
related factors are addressed in Chapters 12, 13, 14 and 15. And finally market-
related factors are addressed in Chapters 3, 6, 12 and 16.

Over the past 50 years, a considerable literature has accumulated on the subject 
of innovation and how best to manage the process within the firm (Porter and 
Ketels, 2003). Within this literature, there is evidence that competitive success is 
dependent upon a firm’s management of the innovation process (Adams et al., 
2006). Yet, attempting to measure the process of innovation is a major challenge 
because, for practitioners and academics, it is characterised by diversity of 
approaches and practices. Nonetheless, for those of us attempting to understand 
better how innovation management can be improved, we need to know ‘ingredients’ 
and, possibly, ‘recipes’ that at least give us some indication of what is required and 
if and when we are to turn ideas into marketable products. Adams et al. (2006) 

Figure 4.6 Critical factors for innovation success
Source: van der Panne et al. (2003).
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