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Abstract. The study proposes an organizational design framework that impacts innovation in cor-
porate firms. In an emerging economy like Oman, innovation helps to reduce the dependence on oil
revenues and enhance its international competitiveness. However, the corporate organizations in
emerging economies are unable to innovate effectively because they are not designed for innovation.
Further, scarcity of resources undermines their readiness for innovation. This study empirically vali-
dates measures of an entrepreneurial organizational design framework in Omani corporate sector. In
order to explain how a corporate organizational design promotes innovation and clarify the missing
links between corporate entrepreneurial activity and innovation, the mediating role of readiness for in-
novation (RFI) is tested. Using a quantitative research approach, data is collected from 401 corporate
Sfirms in Oman and analysed using structural equation modelling. The findings support the proposition
that entrepreneurial organizational design promotes both radical and incremental innovation degree
and frequency, while RFI partially mediates the relationship between entrepreneurial inputs and in-
novation outputs. The study contributes to the understanding of innovation in emerging economies
as it explains that RFI helps firms to enhance its innovation potential by optimizing its resources,
capabilities and processes for innovation. These measures are essential for organizations, particularly
in emerging economies focused on low cost innovation. The findings of the study will inform managerial
decision-making in terms of designing organizations for innovation and implementation of measures
related to readiness for innovation.
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Introduction

Emerging economies have been traditionally associated with imitation due to global
competitive pressures and an underdeveloped innovation eco-system (Brodoni, 2012;
Phuc, 2015). However, innovation in emerging economies is essential to drive econom-
ic growth (Sesay et al., 2018; Pandey & Banwet, 2018). It helps to bridge the economic
gap by localization of western-designed products and develop products for global mar-
kets (Wong et al., 2005). Recent research reports indicate that emerging economies are
becoming manufacturing hubs for developed markets, and a source of knowledge of
innovative production methods and business processes (Yip & McKern, 2014; Lynch
& Jin, 2016). These innovations that flow from emerging economies to developed mar-
kets, termed as reverse innovation, are targeted towards creating value and affordability
instead of abundance and affluence (Prahalad & Mashlekar, 2010). Despite some pro-
gress, emerging economies face a number of challenges in terms of generating innova-
tion. Primary among them are the challenges of transition, global competition, research
and development costs, access to different resources and infrastructure associated with
innovation (Chakravarthy & Coughlan, 2011).

An entrepreneurial organization design framework comprised of entrepreneurial in-
puts can provide an enabling framework for innovation. Corporates in emerging econo-
mies do not innovate effectively, firstly, because they have scarce resources and secondly,
because they are not designed for innovation (Tahseen & Burns, 2018; Leonard 1998).
As the literature on organizational design and innovation is not well cross-fertilized,
the missing link between organizational design activities and innovation are not well
articulated. Although the literature establishes the link between entrepreneurial activ-
ities and innovation, it does not provide adequate explanation on how entrepreneurial
inputs are transformed into innovation outputs. McFadzean et al. (2005) argued that
these missing links continue to exist and suggested that entrepreneurial attitude, vision
and entrepreneurial activities are some of the missing pieces that can explain this com-
plex relationship.

1. Need for the study

This study fills an important gap in the literature by shedding light on why organiza-
tions are not able to achieve their innovation objectives despite their strategic priority.
By illustrating the role for ‘readiness for innovation” concept, this study explains that
the organizations that are not ready for innovation cannot exploit the organizational
design factors appropriately to produce innovation, and therefore such organizational
design is not well integrated with innovation processes and requirements. Readiness
for innovation measures can facilitate access to resources and infrastructure, which sets
in motion the innovation process, resulting in innovation outputs. The resource based
theories form the basis for readiness for innovation conceptualization as they propose
enhancement of a firms’ capabilities to innovate (Fluery et al., 2013). This is particu-
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larly relevant in the context of emerging economies as firms in these markets are disad-
vantaged in terms of resources, learning, knowledge development, and the acquisition
of new knowledge (Zhong et al., 2013; Kumar et al., 2013). A complete framework of
enabling and facilitating factors in relation to innovation seems to be both theoretically
and empirically neglected and is a desired area for new research.

1.1 Organizational Design and Innovation

Entrepreneurial organizational design differs from traditional organizational design
by its ability to innovate (Hisrish et al., 2010). The entrepreneurship and innovation
literature reiterates the role of an entrepreneurial organizational design in promoting
innovation. Kuratko and Audretsch (2013) have called for better understanding of
entrepreneurial organizational design and its effects on innovation. Researchers such
as Marcotte (2014), Morris et al., (2011) Yildiz (2014), Zoltan & Ausdrech (2015)
argued that the primary purpose of an entrepreneurial organization is to facilitate inno-
vation. However, innovation becomes a key casualty when firms grow in size and lose
their entrepreneurial focus (Badal, 2013). Badal (2013) argued that many large firms
lose their entrepreneurial design during their growth life cycle as they become rigid and
bureaucratized hence are unable to provide the right climate for innovation. Zacca and
Dayan (2017) pointed out that role of entrepreneurs in large organizations becomes
focused on maintaining status quo, which makes them administrators rather than en-
trepreneurs. Therefore, an entrepreneurial organizational design is essential to preserve
the entrepreneurial climate in corporate firms.

Burns (2013) proposed an entrepreneurial organizational design framework for in-
novation through Entrepreneurial Architecture (EA), arguing that such an entrepre-
neurial design can not only promote but also sustain innovation. Burns (2013) and
Bessant and Tidd (2011) explained that corporate firms cannot promote and sustain
innovation without a right mixture of appropriate organizational design factors, such
as organizational culture, structure, strategies and leadership. A number of studies,
which have investigated the role of organizational design factors in promoting inno-
vation, support this proposition. Prominent among these studies are Entrepreneurial
Orientation (EO) (Covin & Slevin, 1989; Covin & Wales, 2012 and Lumpkin & Dess,
1996), Entrepreneurial Management (EM) (Steven & Jarillo, 1990) and Entrepreneur-
ial Architecture (EA) (Burns, 2008, 2013). The EA construct has been largely adapted
from the Organizational Architecture literature that has been backed by more than fifty
years of academic development, since it was first proposed by Sayles (1964 ) and later
developed by Grant (2010), Kay (1998) and Tushman et al., (2006). Tahseen (2012)
found positive and significant relationship between EA dimensions and innovation. EA
reflects how four organizational dimensions — culture, structure, strategies and leader-
ship (CSSL) - can be embedded into an entrepreneurial organizational design, which
can influence innovation outputs.
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While innovation is well represented in EO, EM and EA models, little is known on
how these organizational factors cause innovation to occur. Tahseen (2017) found that
‘readiness for innovation’ (RFI), also loosely termed as ‘innovativeness’ in the literature,
is an important contributor of innovation and can explain the relationship between or-
ganizational design and innovation. Despite an abundance of research suggesting that
innovation capability contributes to innovation performance (e.g., Hamel & Breen,
2007; Morris & Kuratko, 2002; 2011; Narcizo et al., 2017), little is known regarding
the extent to which the innovativeness dimension may positively generate innovation
outputs (Wang et al.,, 2015). Further, output measures of innovation are not well de-
veloped or empirically validated. In addition, there is lack of clarity between input and
output measures of innovation. Bessant & Tidd (2011) proposed output measures for
degree (scale) and frequency of entrepreneurial intensity, which Burns (2013) modi-
fied as degree and frequency of innovation. Literature considers degree as an important
measure of innovation, while it does not throw much light on the measure of frequency
of innovation.

2. Literature Review and Hypothesis Development
2.1 Entrepreneurial Architecture (EA)

The literature largely supports Burns” EA construct, which has been used as a basis for
this study. Organizational development and design theories have argued that there is a
strong linkage between organizational design factors and innovation. Many researchers
have studied the role of the CSSL factors in different combinations in promoting inno-
vation. Nelles and Vorley (2011) and Tahseen (2012) in particular found that CSSL
factors as conceptualized through EA model are effective in promoting innovation.
Brizek (2014) also reported links between all CSSL factors and innovation. Similar-
ly, Adams et al,, (2006) Beheshtifar and Shariatifar (2013) and Zheng et al. (2010)
reported significant relationship between organizational structure, culture and innova-
tion. Further, Apekey et al., (2011), Melnyk and Davidson (2009) and Tahseen (2013)
found that organizational culture and leadership promote innovation. Rainey (2006)
and Muller et al. (2005) also found significant relationship between organizational
strategy, leadership and innovation.

The literature also reported on each of the individual CSSL factors influencing inno-
vation. Nham et al., (2015) emphasized that an entrepreneurial culture characterized
by high performance, rewards and team development promotes innovation. A quantum
culture characterized by creativity, problem solving, risk taking, speed and tolerance for
failure was considered key to an entrepreneurial culture by Glisson (2015) and Giir-
kan & Tiikeltiirk (2017). Biischgens et al., (2013) also linked organizational culture,
particularly, values to innovation, while Petraite (2014) opined that delegated decision
making is a key characteristic of entrepreneurial culture, arguing that bureaucratic con-
trol hinders innovation.
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On similar lines, various researchers linked organizational structure to innovation.
Demrici (2013) and Giirkan and Tiikeltiirk (2017) suggested autonomous structures
that can act independently in order to capture new opportunities and manage risks.
Further, Cummings, and Worley (2015) argued that organizational structure can pro-
vide adequate provisions for knowledge transfer, which can facilitate innovation. Addi-
tionally, Bruce and Birchall’s (2009) study showed that cross functional integration of
units and innovation champions can promote idea generation and innovation.

Organizational strategies were also found to be promoting innovation. Dobni et
al. (2015) argued that innovation strategies should drive innovation throughout the
organization and should be a strategic priority. Kuratko et al. (2015) emphasized the
need for strategies to build capabilities for innovation. Supporting Kuratko et al. (op.
cit.), Bengtsson et al. (2015) and Howe (2008) argued that these capabilities can be
enhanced through collaborative partnerships with professional forums, venture capital-
ists, universities, hobbyists and even customer groups. Similarly, Knott (2012) pointed
towards the important role of social and informal networks in developing an entrepre-
neurial strategy. Ahmed and Shepherd (2010) suggested strategies that defy dominant
logic, while Kim and Mauborgne (2005) suggested competitive strategies with high
level of differentiation that can be facilitated through innovation.

Entrepreneurial leadership was also found to be positively correlated with innova-
tion (Sarros, Cooper & Santora, 2011). Samech (2006) argued that entrepreneurial
leaders are transformational leaders who create high performance work environments.
Zacher and Rosing (2015) were of the similar view and found that transformational
leadership and inspirational motivation promotes innovation. Supporting this proposi-
tion, Denti (2011) explained that these leaders promote innovation as they are open to
new ideas, empower staff, and create autonomy and trust, which in turn promotes op-
portunity seeking and risk taking behaviour in uncertain environments. Further, Waite
(2014) argued that change and innovation is well supported by these leaders as they
embed it in organizational vision.

All CSSL factors were found to create a synergetic effect, enabling and facilitating
innovation in corporate firms. Tahseen and Burns (2018) concluded that EA acts as an
enabling framework and therefore is an appropriate organizational architecture to pro-
mote innovation. Thus, the review ofliterature indicates that the CSSL factors comprise
organizational inputs that have an impact on innovation. It led to the development of

the following hypothesis:

H1: EA comprises entrepreneurial input measures that significantly and positively impact innova-
tion in corporate firms in emerging economies.

2.2 Innovation

Whilst the innovation construct has received substantial empirical attention, it has not
achieved an equal level of clarity (Fagerberg, 2005). Martinez-Roman et al. (2011)
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pointed towards the complex nature of innovation, which Ahmed & Shepherd (2010)
agreed with arguing that innovation has been misinterpreted at times. Therefore, in or-
der to clarify the different types of innovation, Bastic and Leskovar-Spacapan (2006)
explained that the complexities arise because there are different facets of innovation,
such as product, market, technological, process and organizational, that make innova-
tion difficult to measure. Lack of common consensus on innovation has therefore led
to its diverse operationalization, particularly in development of quantitative measures
of innovation. Prahalad and Mashlekar (2010) explained that reverse innovation in
emerging economies is largely dependent on resources and capabilities. Such innova-
tions can be either incremental or radical. Morris and Sexton (1996), and Morris and
Kuratko (2002) operationalized this measure of innovation through the degree or scale
of innovation mostly termed as incremental and radical innovation. Incremental inno-
vation is explained by Conway and Stewards (2009) as incremental improvements over
time, while radical innovation is associated with major advancement in a particular field
through development and launch of radically new products and services (Conway &
Stewards, 2009). Generally, incremental innovation is effective when its frequency is
high, while the effectiveness of radical innovation is determined by its scale and its im-
pact on customers and competition (Bessant & Tidd, 2011).

2.3 Readiness for Innovation (RFI)

The literature on innovation indicates that innovation is a multi-stage process compris-
ing input and output stages (Baregheh et al., 2009). This is also clearly demonstrated in
the following definition: ‘Innovation starts with the proposal and generation of new ideas
and finishes with the use and commercial exploitation of the outcomes’ [ Tonnessen, (2005),
p-195]. The organizational climate studies (Amabile et al., 1997; Isaksen & Ekvall,
2010) indicated that the input measures of innovation mainly relate to creativity stages
ofidea generation and assimilation of resources and capabilities. These studies, particu-
larly by Narcizo et al. (2017), pointed that certain inputs for innovation are required
before innovation outputs can occur.

The literature suggests ‘innovativeness’ as a stage before innovation, but its measures
are not clearly deciphered or empirically validated (Kamaruddeen et al., 2011; Rodri-
gues et al,, 2010). While Lau et al. (2012) considered innovativeness as a key element
of entrepreneurial behaviour, Rodrigues et al. (2010) argued that innovation could be
result of innovativeness. Similarly, Narcizo et al. (2017) considered capability for inno-
vation as a key measure of innovativeness, while Saunila and Ukko (2012) associated
it with potential to innovate, and Wang et al. (2014) called it entrepreneurial prepar-
edness. On similar lines, Bessant and Tidd (2011) highlighted the role of capacity for
innovation, while Dyer etal. (2011) and Shah et al. (2011) argued that networking and
pooling of resources enhances the capacity for innovation and therefore can be consid-
ered as a measure of innovativeness. Critics like Francis (2000) opined that capabilities
and capacities are a set of factors that may be detectable only when exploited. Reali-
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zation of capabilities may require interaction of complex organizational factors with
external environment, which may suffer under day-to-day operational pressures. Lin
etal. (2013) agreed that the ‘application’ of innovativeness is more important than just
possessing the potential to innovate.

Tahseen (2017) opined that the complexity of these relationships could be ex-
plained by ‘readiness for innovation’ (RFI), which facilitates this application to pro-
duce innovative outputs. RFI can be created through dedicated innovation structures,
systems, processes, partnerships, open innovation and embracement of new business
models, which ensures that the capabilities are fully exploited and are not diluted un-
der the pressures of day-to-day operations. The literature supports this proposition and
suggests that RFI is a broader dimension, which includes measures such as establish-
ment of corporate venturing units (Hill & Birkinshaw, 2008) and prototyping units
(Bordegoni & Rizzi, 2011; Rayna & Ludmila, 2016). Chao et al. (2005) and Cooper
(2008) advocated phase-gate processes to facilitate innovation, while Bruce and Bir-
chall (2009) and Swaans et al. (2014) suggested innovation monitoring and evaluation
systems. Finally, crowdsourcing, physical and virtual innovation parks were suggest-
ed by Salvador et al. (2013), and embracement of open innovation models was ad-
vised by Afuah & Tucci (2013), Chesbrough and Bogers (2014), Eftekhari & Bogers
(2015), Johnston et al. (2010) and Penin (2008). In the context of emerging economy,
these innovation facilitating processes provide firms with common resources, an in-
novation-market focus and an innovation pipeline that enables the implementation of
innovation ideas (Jha, 2013; Kumar & Puranam, 2012). The discussion and emerging
importance of readiness for innovation led to the framing of the following hypothesis:

H2: Readiness for innovation mediates the relationship between EA and innovation in emerging

economies.

3. Research Gap

Oman is an emerging and a transitional economy, which is making efforts to reduce de-
pendence on oil based revenues. Therefore, growth through innovation is important for
the economic growth of the country. However, according to Global innovation index
(Cornell University, INSEAD and WIPO, 2018) Oman ranked 69, behind many Arab
nations, indicating that corporate firms need to engage in innovation at a higher pace.
There are very few empirical studies that have studied the role of corporates in pro-
moting innovation in Oman (Tahseen, 2013). Corporate firms in Oman can improve
on innovation when they can understand the demands of an organization designed for
innovation and also develop or access to innovation eco-systems. This is supported by
McFadzean et al. (2005 ), who argued that there is a need for further research to clarify
the missing links between corporate entrepreneurial activity and innovation. Lack of
clarity on input measures, mediating factors and output measures of innovation has
brought difficulties in understanding the meaning and underlying characteristics of an
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innovation framework. Nagji and Tuff (2012) pointed that organizations may have am-
bitious innovation plans in place, but poor entrepreneurial organizational design and
lack of understanding of innovation characteristics does not support such ambitions.
Considering somewhat similar issue, Bruce and Birchall (2009) argued that 90% of the
innovation ideas fail because innovation is not well planned and implemented. There-
fore, Burns (2013) argues that EA is an appropriate model that can transplant entrepre-
neurial DNA in large organizations, which in turn can promote innovation. Readiness
for innovation has attracted some attention in the literature but empirical evidence is
generally scarce. Further, empirical studies on innovation call for unravelling the inno-
vation process and bringing more clarity on entrepreneurial input and output measures
of innovation while exploring the mediating role of various facets of innovation. Based
on the identified research gap, the research framework is developed (Figure 1):
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FIGURE 1: Research framework

This study hypothesizes that EA is an appropriate entrepreneurial organizational
design that promotes innovation, while this relationship is mediated through readiness
for innovation. Based on the suggestions of Diamantopoulos and Siguaw (2006), both
formative and reflective measures were included in the research model. The EA and in-
novation constructs were conceptualized as reflective measures, while the relationship
between the two constructs and the mediating role of RFI were posited as formative
measures.
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4. Methodology

This study is largely influenced by positivist and realist research philosophies and fol-
lows a deductive approach as most of the variables are identified from the theoretical
frameworks (Fisher, 2004). This epistemological stance influenced the hypotheses, and
the data collection and analysis were aligned accordingly (Saunders, 2010). Quanti-
tative research strategies were therefore adopted in order to test the hypothesized re-
lationships. Qualitative strategy was restricted to taking feedback from industry and
academic experts on the survey items.

4.1 Questionnaire development and measures

The measures were derived from established research on EA and innovation. The EA
measures included items from Burns (2013) and Tahseen and Burns’ (2018) study in
the Omani corporate sector. Innovation and RFI measures were derived from multiple
models, which include Bessant and Tidd (2011), Wang et al. (2014), Rosenbusch et al.
(2010), Narcizo et al. (2017) and Tahseen (2017). A total of 30 items for EA, 8 items
for innovation and 7 RFI measures were included in the survey. The survey items were
checked with subject experts and S senior managers in different industries before its
administration.

4.2 Sample and unit of analysis

A sample size of 400 based on Yamane’s formula was considered appropriate for a
cross-sectional research design. A target sample of 760 firms representing all corporate
sectors in Oman (based on the International Standard Industrial Classification) was
set, realizing that all questionnaires may not be returned or be fit for analysis. A mix of
convenience and judgement sampling were used to select the corporate firms through
the list available at the Oman Chamber of Commerce and Industry. Judgement was
exercised to ensure that the sample represents most of the industries in the corpo-
rate sector in Oman. Paying heed to Kuratko et al. (2015), who have recommended
studying the role of top managers while investigating entrepreneurship in corporate
firms, questionnaires were distributed only to one senior-level manager in each of the
organizations.

S. Results

Atotal of 401 firms responded (response rate of 52%), and the data was analyzed quan-
titatively. The demographic details about the respondents are shown in Appendix 2.
Since the data was collected from different industries, homoscedasticity was checked
through Levine’s Statistic (and single column Tukey HSD), and a score >.05 confirmed
homogeneity of variances related to experience of respondents in the company and the
industry. The results also showed satisfactory level of reliability, with Cronbach Alpha
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coefhicient of .783 for EA factors and .701 for innovation factors. The possibility of mul-
ti-collinearity was eliminated through the variation inflationary factors (VIF) test and
the value < .2 was achieved, which is supported by Tabachnik and Fidell (2013) as
satisfactory.

5.1 Structure Equation Modelling Tests (SEM)

SEM was considered an appropriate data analysis technique to demonstrate the va-
lidity of the EA and innovation scales in this study. SEM combines factor, regression
and path directions to provide a comprehensive analysis of the factors and associated
variables (Westland, 2015). The measurement model (MM) was developed to test the
relationship between the latent variables and their measures. The MM model was based
on the maximum likelihood method, and the results showed the validity of a 4-fac-
tor EA construct with 22 measures, presence of a 2 factor innovation construct with 4
measures and 1 factor RFI with S measures (factor loadings >.40, p <.001). The model
fit indices showed acceptable model fit as per the recommendations of Tabachnik and
Fidel (2013). The results of the measurement model are summarized in Table 1. The
validated measures and abbreviations are shown in Appendix 1.

TABLE 1. Results of the Measurement Model

Construct | CMINDF | CFI GFI AGFI | RMSEA CR AVE Shflred
Variance

EA 1.931 958 982 902 .042 0.75 0.5001 0.0004

Innovation 1.997 915 975 901 .049 0.71 0.5012 0.0021

Recommended: y 2/df<.2, CFI2.90, GFI 2.90 RMSEA <.0S CR 20.70, AVE > 0.5 (Tabachnik ¢& Fidel,
2013)

S.2 Structural Model

The structural model was tested to confirm the hypothesized relationship between la-
tent variables and examine the mediating role of the RFI. All the 22 measures for EA, 5
measures for RFI and 4 measures of innovation were found to be valid in the structural
model (Figure 2). The results show that the measures of EA are valid (path coefficient
values: .71;.67; .55; .51, p<.001). The findings show that EA is a second-order reflective
construct consisting of four first-order factors, namely entrepreneurial culture, entre-
preneurial structure, entrepreneurial strategies and entrepreneurial leadership which
are its reflective measures. Further, incremental innovation (path coeflicient value .52,
p<.001) and radical innovation (path coefficient value .40, p<.001) were found to be
reflective measures of the innovation construct. HI is well supported positively and
significantly as the results of the complete SEM model indicate that EA has a positive
and significant impact on innovation with a path coeflicient value of .52 (P<.000). The
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model fit indices showed that there is good data fit, and the model is acceptable as per

the recommendations of Tabachnik and Fidell (2013).
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FIGURE 2. Complete SEM model showing the mediation effect of RFI between EA

and innovation

The complete SEM model showed that path coeflicient value between EA and RFI
was .41 and between RFI and Innovation .28 (P <.005). Since the direct and mediat-
ing path are both significant, partial mediation between EA-RFI Innovation was estab-
lished (Table 2). Based on the results, H2 is also supported significantly and positively,

and results of all hypotheses testing are shown in Table 3.

TABLE 2. Path estimates before and after testing for mediation

Beta Estimate | S.E. C.R. P-value Result
Innovation <--- ‘ EA .760 0.119 7.451 .000 Signiﬁcant
After the mediator variable (RFI) enters the model
Beta Estimate S.E. C.R. P-value Result
Innovation <--- |EA .520 0.110 5.091 .000 Significant
RFI <--- |EA 411 0.187 4.019 .000 Signiﬁcant
Innovation <--- |RFI 283 0.198 2411 .004 Significant
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Further, as suggested by Baron and Kenny (1986) and Gaskin (2012), the effect of
the mediating variable (RFI) was tested firstly without the mediator variable and then
subsequently with the mediator variable. The results are shown in Table 2.

TABLE 3. Hypotheses testing results after data analysis

Hypotheses Path Coefficient significance Status Rationale
H1 0.52 p <.000 Accepted Results
Partial mediation
H2 41 0.2 . A
0.41 0.28 p <.005 ccepted established

P Values < 0.05 are considered significant in this study.

6. Discussion and Conclusion

The present study makes a number of contributions to the research literature. It concurs
with earlier studies that innovation is essential in emerging economies (Haar & Ernst,
2016; Sesay et al., 2018). The findings confirm that an organizational design and crea-
tion of an innovation eco-system helps in promoting innovation in emerging markets.
The findings of the study were helpful to illustrate the measures of an entrepreneurial
organization design for innovation and clarified input and mediating factors influencing
innovation outputs. The findings therefore address the missing links between corporate
entrepreneurial activity and innovation. EA was found to be an appropriate model that
represents an entrepreneurial organizational design and consists of key entrepreneurial
inputs that are instrumental in facilitating innovation.

Entrepreneurial Leadership dimension represented a number of leadership char-
acteristics particularly drawing on transformational and inspirational leadership litera-
ture. In an entrepreneurial organizational design, leaders initiate, promote, and sustain
employee driven ideas for innovation (Jung et al., 2003). These leaders motivate and
engage employees beyond the expected levels of performance, particularly when they
work in open and uncertain environments (Denti, 2011; Ahmed & Shepherd, 2010).
Further, the results find resonance with various researchers such as Ahn (2017), Kurat-
ko and Hodges (2007) and Deschamps (2005 ), who pointed that entrepreneurial lead-
ers support and develop high performance teams that are essential to meet the rigors of
innovation. These leaders, as El-Awad et al. (2017) argued, facilitate team learning that
contributes to the development of innovation capabilities. Creating teams with trust,
empowerment and rewards is also associated with entrepreneurial leadership style. Fi-
nally, entrepreneurial leaders have a vision for change and innovation, which results in
responsive management buy-in into innovative ideas (Sarros et al., 2011; Waite, 2014).
Entrepreneurial leaders adopt new business models that can be modelled according to
the requirements of innovation (Ahn, 2017).
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The findings indicated that entrepreneurial structure dimension is about optimizing
organizational structures suited to innovation. These include decentralization, auton-
omy and structures to manage and monitor risks (Giirkan & Tiikeltiirk, 2017). The
findings of this study resonate with the literature which emphasizes the importance of
autonomous organizational structures in providing information on new opportunities
(Allen & Henn, 2007). The findings showed that an entrepreneurial structure requires
cross-functional integration between different units (Brettel et al., 2011). Autono-
my and independence encourage departments or divisions to be outward-looking. It
also gives the flexibility and fast response that is a necessary condition for innovation
(Tsang, 2016).

The findings indicated that entrepreneurial strategy dimension relates to market op-
portunities and innovation. Knowledge acquisition, information and learning should
be a strategic imperative, without which technical know-how and development of new
capabilities will become challenging. Marks and Lockyer (2004) and Mulec and Roth
(2005) highlighted the role of informal and social networks in gaining market and cus-
tomer insights into new commercial opportunities. Similarly, Debruyne (2015) and
Martin (2011) argued that various types of innovation is a result of listening to custom-
ers and valuing their feedback. Tang and Hull (2012) and Wang et al. (2015) associated
opportunity seeking with first mover advantage, while Rhee and Mehra (2013) link it
to superior firm performance. However, as argued by Kuckertz et al. (2017), opportu-
nity recognition must be followed by opportunity exploitation. It is a key distinction as
opportunity exploitation may lead to different forms of innovation. Interestingly, strat-
egies related to opportunity and innovation also need to be internally directed. These
strategies focus on development of capabilities and resources, which needs strategizing,
which Teece (2012) termed as dynamic capabilities. The strategy should be to promote
and develop unique, rare and inimitable competencies, which permeates throughout
the organization and provides it with necessary competitive advantage (Mitchelmore
& Rowley, 2010).

Entrepreneurial culture revolves around soft innovation practices and relates more
closely to organizational climate studies (Amabile, 1997; Isaksen & Ekvall, 2010). The
measures of entrepreneurial culture identified through this study are similar to those
conceptualized by Amabile (1997). It included measures such as time for learning and
innovation, encouragement of experimentation, reward and recognition for creative
ideas and innovation. The validated measures in this study are mostly associated with
the ideals of ‘quantum culture’ proposed by Youngblood (2007), which is character-
ized by tolerance for failure and regard for people development, which should be a pri-
ority above financial objectives. Employee motivation comes from an inspiring vision
and the ability of everyone in the organization to contribute towards it. Such a culture
promotes feelings of belongingness, trust and creative development.

This study, through empirical support, advances the conceptualization of readiness
for innovation. Readiness for innovation was found to be a valid element with five sig-
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nificant measures. Although RFI partially mediates the relationship, it explains how an
entrepreneurial organization can enhance its readiness for innovation by creating an
appropriate innovation eco-system. Elements of entrepreneurial organization design
may be compromised under the pressure of day-to-day operations, but RFI through
dedicated structure, systems, processes and partnerships keeps the readiness levels in
high gear and enables firms to exploit innovation opportunities on a continuous basis.

RFI facilitates venturing opportunities in emerging economies. Knowledge about
products and services that fit the market opportunities can be exploited faster and more
effectively through corporate venture units (Hajizadeh & Zali, 2016; Hill & Birkinshaw,
2008). Corporate firms can venture into segments that require localized or low cost
innovation. Firms can expand such low cost innovation for global markets (Agnihotri,
2014).

RFT helps firms to develop capabilities for innovation and one such capability is to
develop prototypes before innovation can be commercialized. Many a times, new ideas
are not clear until a prototype is designed, and therefore prototyping gives designers,
engineering, manufacturing, and sales and marketing departments the ability to virtu-
ally or physically evaluate product feasibility before it can be commercialized (Kelley
& Lutman, 2016). Digital prototyping particularly can complement physical prototyp-
ing, and it helps to reduce costs and improve speed to the market (Bordegoni & Rizzi,
2011). 3D printing technologies have further enhanced the potential for prototyping
by creating enhanced value and changing the way business model innovation is carried
out (Rayna & Ludmila, 2016). The findings and above discussion concur with Garcia
etal. (2017), who argued that design and prototyping should lead innovation efforts.

Phase-gate process is another RFI measure which enhances an organization’s read-
iness for innovation through development of innovation through a feasibility screen.
New ideas or venturing opportunities are lost in transition or may get delayed. The
fact that innovation is a multistage process is well enumerated by Bruce and Birchall
(2009) and Gapp and Fisher (2007), who argued that most of the innovative ideas do
not go forward as ideas are not captured, screened, organized and prioritized. When a
phase-gate process is in place, everyone in the organization knows how ideas will take
shape into innovation. Each stage can take decisions on business case, risk analysis and
resource allocation (Chao et al., 2005; Cooper, 2008). Phase-gate process allows suc-
cessful piloting, development and implementation.

Innovation monitoring and evaluation systems are considered useful as they deter-
mine extent, direction and frequency of innovation (Bruce & Birchall, 2009; Swaans
et al,, 2014). These monitoring systems also play a major role in aligning innovation
objectives with business goals and market intelligence (Goffin & Mitchell, 2010).

Open innovation is another measure of RFI that can enhance readiness for inno-
vation through making necessary amendments to the business model (Penin, 2008;
Schutte & Marais, 2010). Open innovation and crowdsourcing allows access to re-
sources and technical skills, and knowledge can be shared through online communities
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globally (Ghezzi et al., 2017). Corporate innovation is becoming harder, mostly con-
strained by business models and closed innovation platforms. Open innovation models
drive down the cost and time associated with research and development and provide
vast access to resources, technology and expertise, without necessarily owning them
(Chang et al., 2009). Chesbrough and Bogers (2014) particularly highlighted the role
of distributive innovation process where knowledge flows across organizational bound-
aries. Organizational readiness for innovation is enhanced with continuous knowledge
flows about new technologies, opportunities and market and customer requirements.
This has brought a paradigm shift in sourcing and manufacturing. An open innovation
business model readies the organization to exploit changes in technology and monitor
trends and opportunities (Ollila & Ystrém, 2016).

The findings shed more light on how readiness for innovation measures interacts
between organizational design factors to promote innovation, particularly in emerging
economies. This is illustrated through Table 3.

TABLE 3. Explaining the mediating role of innovation in the innovation process

and its relevance to emerging economies

EA factors Readiness for Innovation Emerging Economy
innovation factors outputs context
Organizational Dedicated corporate Incremen- | Corporate venturing units
Structure venturing units that exploit | tal and/ identify localization context,
Innovation support- new venturing opportuni- |orradical |low cost innovation opportu-
ing structures create ties in local markets. innovation | nities as well as opportunities
enabling ecosystems for Digital or physical proto- for reverse innovation.
innovation to flourish typing facilities through a Corporates get access to a
consortium help in evaluat- shared innovation ecosystem.
ing innovation feasibility.
Organizational There is a stage-gate Incremen- | An innovation focused culture
Culture process in place to convert | tal and/ encourages idea generation for
Idea recognition and | €W ideas into innova- orradical |low cost innovation, spurred
direction promotes a tion. When employees are | innovation |by employees at all levels of the
culture of creativity and assured of an innovation organization. Such innovative
innovation pipeline, it supports a ideas emerge from personal
culture of innovation. experiences and close observa-
tions rather than R & D projects.
Organizational There is an innovation Incremen- | Clear innovation strategies in
Strategies monitoring and evaluation | tal and/ terms of localization versus
Innovation strategies fo- | Process in place focusing | orradical | globalization and low cost
cus on appropriateness | 00 product/service market | innovation | versus high cost innovation.
and value of innovation fit.
Organizational The business model is Incremen- | Corporates get access to a
Leadership flexible to embrace open | tal and/ shared innovation ecosystem;
Avision of openness innovation in order to orradical | Reduction in R&D costs, ac-
and collaboration is access technology and low | innovation | cess to technology and lower
supported by leadership | cost innovation. cost of production.
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All four measures of innovation were found to be significant in this study. The find-
ings are in line with the conceptualization of incremental and radical innovation by
Nieto et al. (2013), Tellis et al. (2009) and Wong (2014). Incremental innovation is an
output measure and relates to improvements and modifications of products and servic-
es and are more frequently observed (Dong, 2015; Norman & Verganti, 2014). Radical
innovation is also an output measure and relates to radical changes in products and ser-
vices. The frequency of these radical changes may be lower due to greater degree of re-
search and development associated with radical innovation. According to Dunlop-Hin-
kler et al. (2010), radical innovation provides superior competitive advantage and is
more sustainable. While radical innovation is critical in disturbing the equilibrium by
impacting competition, customers and markets, the value of incremental innovation is
in making incremental improvements, searching and adjusting around an equilibrium
(Alvarez & Barney, 2007; Bessant & Tidd, 2011; Raisch & Birkinshaw, 2008). Tahseen
(2017) asserted that both forms of innovation are important for organizations and if
used in combination can provide sustained competitive advantage. Dunlop-Hinkler et
al. (2010) argued that both radical and incremental innovation can be combined at
different stages of the business lifecycle to achieve sustained competitive advantage.

Conclusion

This research supports the hypothesis that an appropriate entrepreneurial organization-
al design impacts innovation in emerging markets. In particular, it validates 22 measures
of the EA scale. It supports the proposition that there is a causal link between EA and
both incremental and radical forms of innovation undertaken on a frequent basis. The
frequency of incremental and radical innovation may vary but both types of innova-
tion provide substantial level of competitive advantage to firms in emerging economies.
This study concludes that entrepreneurial leadership creates an innovation ecosystem,
whereby innovation can be promoted. Entrepreneurial structure creates support struc-
tures and work processes that support innovation, while entrepreneurial culture creates
a value system, work practices and reward systems that promote both creativity and
innovation. Finally, entrepreneurial strategies are externally directed towards oppor-
tunity finding in markets and among customers and are internally driven to support
development of competencies and resources required for innovation.

Readiness for innovation measures also supports the hypothesis, as it plays a me-
diating role between EA and innovation. It explains the missing links between corpo-
rate entrepreneurial activity and innovation. By creation of dedicated structure, sys-
tems, partnerships and new business models focused on innovation, corporate firms in
emerging economies are able to manage the paradoxes between stability and change.
RFI measures are critical in developing or facilitating access to innovation ecosystems,
particularly for firms focused on low cost innovation. It explains that there has to be
clear demarcation between exploration opportunities and execution mechanisms,
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which are facilitated by RFI measures. RFI measures should not be ideally part of an
entrepreneurial organizational design as it may lose its effectiveness under pressures of
operational stability.

7. Implications of the study

The findings of this study will guide researchers, practitioners and corporate firms in
emerging economies, and Omani corporate sector in particular, in creating an entrepre-
neurial organization design that promotes innovation. It can guide managerial decision
making as firms can synergistically design their organizations based on the entrepre-
neurial architecture measure validated in this study. Firms in the Omani corporate sec-
tor can enhance their firm’s readiness for innovation levels by carefully designing an in-
novation ecosystem. A corporate firm can enhance its readiness for innovation through
dedicated platforms, partnerships and adoption of new business models and enhance
its ability to execute innovative initiatives. Finally, managers can aspire for either in-
cremental or radical innovation as both improve a firm’s performance and operate at
different levels of degree and frequency. Both these forms of innovation have an impact
on markets and competition. Recommendations on designing an entrepreneurial ar-
chitecture include focusing on creating a culture of creativity and innovation through
dedicated resources and rewards. Creating an entrepreneurial structure is essential to
facilitate innovation through independent and autonomous units, cross functional inte-
gration and delegated decision making. Entrepreneurial strategies should be designed
to firstly develop capacities and partnerships and then effectively reinforce the differ-
entiation. Finally, the leadership, if the organization acts as a binding force to facilitate
innovation. The leadership-buy-in is essential before any innovation can see the light of
the day. Leaders should be motivators and facilitators in the long drawn and multi-stage
innovation process.

8. Limitations and future research directions

Although in the present research setting, EA was found to be influencing innovation
facilitated through RFI measures, there are caveats to these conclusions because the re-
search was limited to Omani corporate firms. The validity of measures was not checked
in different emerging economies. Effectiveness of EA and readiness measures may vary
in different research settings. The effectiveness of EA and RFI in impacting innovation
degree and frequency may also be subject to change in different conditions. The con-
cept of RFI particularly needs further conceptual and empirical development. It may
therefore be appropriate to include qualitative inputs to provide contextual as well as
statistical validity to the scales used. Further research is needed to validate the transfer-
ability of these results and establish a more generalizable management tool to measure
entrepreneurial organizational design, explore moderating roles of different facets of
the innovation process and their influence on different types of innovation.
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Appendix 1: Valid Measures of EA, RFI and Innovation

TABLE 3: Valid Measures of Entrepreneurial Architecture

Entrepreneurial Leadership

1 LP1 The leaders in my organization have a vision for change and innovation.

2 |LP2 The leaders in my organization are open to new ideas.

3 LP3 'ljhe leacﬂlers create high performing teams that can independently handle innova-
tive projects.

4 |LP4 Leaders motivate and inspire employees for innovation.

S LDS Leaders are good at clarifying uncertainties going forward and providing reassur-
ance.

6  |Lpé Leaders support the management buy-in into innovative projects and new busi-

ness models.

Entrepreneurial Structure

7  |ESTULI | There are structures to monitor and manage risk.

8 ESTU2 | Operating divisions or subsidiaries are relatively autonomous

9 |ESTU3 | Different divisions have the flexibility to respond to new opportunities.
10 |ESTU4 | There are provisions for cross functional integration on new projects.
11 |ESTUS | There are structures to provide opportunities for knowledge transfer.
12 |ESTUG6 | The organization encourages and facilitates delegated decision-making,

Entrepreneurial Culture

13 |ECULLI | There is a risk taking culture in the organization.

14 | ECUL2 | Staff members have the time for learning and creative thinking.

15 |ECUL3 | Employees and teams are recognized and rewarded for creativity and innovation.
16 |ECUL4 | Experimentation is encouraged at all levels in the organization.

17 |ECULS | There is tolerance for failure.

Entrepreneurial Strategies

18 |ESTRI | My organization has focused and meaningful strategies for innovation.

20 |ESTR2 | My organization develops dynamic capabilities for innovation.

22 |ESTR3 | My organization has clear differentiation strategies.

23 | ESTR4 | My organization makes the effort to collaborate with external partners.

25 |ESTRS | Seeking new opportunities is prominent strategic priority of my organization.

Leadership- LP, Structure-ESTU, Culture-ECUL, Strategies- ESTR

TABLE 4. Valid Measures of Readiness for Innovation

1 REIL There are dedicated corporate venturing units that exploit new venturing opportu-
nities in local markets.

5 |RED Digital or physical prototyping facilities through a consortium help in evaluating
innovation feasibility.

3 RFI3 There is a structured stage-gate process in place to convert new ideas into innova-
tion.

4 |RE4 There is an innovation monitoring and evaluation process in place focusing on
product/service market fit.

s |REIS The business model is flexible to embrace open innovation in order to access
technology and low cost innovation

5SS




TABLE S. Valid measures of Innovation

1 RI1 Radical innovation creates impact on competition and customers through radical
changes to products and services.

5 RD A number of radical changes to products and services have occurred over the last
two years.

3 01 Incremental innovation creates impact on competition and customers through
improvements and modifications to existing products and services.

4 | A number of incremental changes to products and services have occurred over the
last two years.

Radical innovation Degree-RI, Incremental Innovation-11

Appendix 2: Profile of Respondents

Item Categories % Item Categories %
Nature of | Local 72 CEO/MD 37
Company | MNCs 28 Respondent’s Directors 28

Profile Senior Managers 30
Agriculture and Fishing |09 Managers ()
Health 15
Manufacturing 22 Below 100 30
Retail 14 Company Size 100-150 60
Industry Financial and Insurance |11 Above 150 11
Category Real State 04
Education 08 Gender Male 90
Human Health 08 Female 10
Arts and Entertainment |08
Other service activities |05 Below S Years 10
Experience 5-10 Years 38
10-20 Years 50
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