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Abstract. Many recent studies are dedicated to the problem of innovation as a mean of improving a firm’s overall
performance. Various kinds of innovation in a firm usually are closely interrelated with each other. While the majority of
studies focus on technological - product and process - innovation, the investigation of non-technological - marketing and
organizational - innovation (ORI), has increasingly attracted the interest of researchers during the last decade.
Organizational culture and organizational learning are important drivers of such innovation. For instance, a collaborative
culture, trust and open-mindedness encourage new initiatives and ideas, while learning helps not just to improve skillsets
and abilities of individual employees, but can also greatly contribute to strategic knowledge management and building a

resilient, innovative organization.

This study examines the relationship between a firm’s organizational learning ability and its organizational innovation
performance. The authors consider such factors as Learning Intention — seeing learning as a key investment and
organizational commitment to it, and Openness - open-mindedness and organizational culture open to new ideas and
worldviews. This study contributes to the theory of ORI by finding the answer to the question what impact these factors

could have on ORI development in a firm.

The findings are based on a quantitative analysis of more than 150 small and medium-sized enterprises surveyed in
Russia and Latvia. The survey questions measuring ORI performance were developed in line with the widely used
definition introduced in the OECD - Eurostat Oslo Manual. The scales for organizational learning were adopted from the
previous studies elaborated this area of a firm activity. The survey compared a firm’s innovation performance to that of

its closest competitors.

This research demonstrates that some of the elements of organizational learning positively influence ORI activity. The

results also suggest that Latvian companies differ from Russian ones in terms of their organizational learning intention.

Key words: innovation, organizational innovation, organizational learning, knowledge management, organizational
culture
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Introduction

Many recent studies are dedicated to the problem of innovation as a mean of improving a firm’s overall performance.
Different kind of innovation in a firm usually are closely interrelated with each other. While the majority of studies focus
on technological - product and process - innovation, the investigation of non-technological - marketing and organizational

- innovation (ORI), has increasingly attracted the interest of researchers during the last decade. Organizational culture
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(OC) and organizational learning are important drivers of such innovation.

For instance, a collaborative culture, trust and open-mindedness encourage new initiatives and ideas. OC through
collective values, behaviors and practices can significantly impact long-term thinking, risk-taking abilities and
understanding of responsibility, thus increasing the innovation activity of a firm (King, 2007; Turr6 et al., 2014). It can
also influence attitudes towards independence, risk and the distribution of power (Shane, 1994; Tan, 2002; Alvarez and
Urbano, 2012). Culture can affect productivity through decision-making process, increasing organizational resilience and
forming attitudes towards social equality (Throsby, 2001). Finally, culture shapes the form and effectiveness of leadership

(Aktas et al., 2015).

And organizational learning helps not just to improve skillsets and abilities of individual employees, but can also
greatly contribute to strategic knowledge management and building a resilient, innovative organization. Numerous
scholars (e.g., Argyris & Schon, 1978) consider a firm as the entity for collective learning process and argue that the
impact of organizational learning on innovation is positively strong (e.g., Nonaka &Takeuchi, 1995). However, the
majority of these studies were investigating the phenomenon of the technological innovation. The non-technological
innovation, which is a relatively new concept despite of its introduction in the beginning of the last century (Schumpeter,
1934) has not been attracting attention of researchers for a long period probably because of its unclear definition and

various concepts that were associated with it.

In a previous study, the authors concluded that organizational learning and knowledge creation are positively related
to organizational innovation and that those factors amongst Latvian and Russian companies could be explored further

(Apsalone et al., 2017; Dukeov at al., 2018).

Thus, this study examines the relationship between a firm’s organizational learning ability and its organizational
innovation performance. The authors consider such factors as knowledge generation and learning intention — seeing
learning as a key investment and organizational commitment to it, and creativity - openness - open-mindedness and
organizational culture open to new ideas and worldviews. This study contributes to the theory of ORI by finding the

answer to the question what impact these factors could have on ORI development in a firm.

Conceptual background and framework development

Organizational Innovation. Previous studies have demonstrated that innovation provides companies competitive
advantage (Damanpour et al. 1989; Schulz and Jobe 2001). For this study, organizational innovation (ORI) is defined
according to the “Oslo Manual” by OECD and EUROSTAT as “the implementation of a new organizational method in
business practices, workplace organization or external relations” (OECD-EUROSTAT, 2005: 51). Thus, an
organizational innovation shall be based on strategic management decisions to implement new organizational methods in
business practices, improve workplace organization or external relations.

Organizational innovation has been broadly studied and number of definitions exist (e.g., Mothe and Thi, 2010). ORI
can be applied at different levels and departments, ORI can also relate to the overall structure or the functional principles
of the firm (Wengel et al., 2002). Some studies suggest ORI as firms’ responses to technological innovations.
Nevertheless, ORI can play and independent role for firm’s development as a distinct form of innovation (Tidd at al.,
2005).

Three main types of ORI can be distinguished - business practices, workplace organization (distribution of
responsibilities) and external relations.

Firstly, ORI might implement new procedures in processes and operations (Som et. al., 2012). These are innovations

in management practices (IMP). IMP innovations include quality management, lean, risk-management systems that
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directly impact the organizational performance. (Wheelwright and Clark, 1992; Reed et al., 2000; Ichniowski et al., 1997;
OECD-EUROSTAT, 2005). IMP refers also to new organizational structures and administrative procedures enhancing
firm’s capabilities to take risks, as well as transparency to new internal and external ideas (Han et al., 1998; Lin and Chen,
2007).

Secondly, ORI might implement new methods in workplace organization IWO) (OECD-EUROSTAT, 2005; Som et
al., 2012). IWO aims at improving business performance through know-how and creative working environment (Scott
and Bruce, 1994; Mothe and Thi, 2010). IWO is also closely linked to the organizational culture, as certain working
practices foster innovation by shaping attitudes towards independence, risk and the distribution of power (Shane, 1994;
Tan, 2002; Alvarez and Urbano, 2012).

Thirdly, ORI include innovations in external relations (IER) by decreasing organizational barriers of the external
environment and supporting the interaction with external environment (Heidenreich, 2009; Rammer et al., 2009). IER
demonstrates, how a firm is making its network activities (Mothe and Thi, 2010). According to the OECD-EUROSTAT
(2005: 51), ORI can be “intended to increase a firm’s performance by reducing administrative or transaction costs,
enhancing labor productivity by improving workplace satisfaction, gaining access to non-tradable assets (such as non-

codified external knowledge), or reducing costs of supplies”.

Organizational Learning Ability. Several studies stress the crucial role of knowledge generation in innovation
activity development of a firm (Lam, 2000; Lam and Lundvall, 2006). Lam (2010) argues that due to the fact that
conditions underlying the innovation processes in a firm are social, they considerably depend on the organizational
structure and the processes taken place within the firm. Many studies related to innovation consider the very process of
innovation as one based on creativity (Glynn, 1996), as well on ability to learn effectively (Argote, 1999; Senge, 1990;
Agyris and Schon, 1978) and generate knowledge that is new for the firm (Nonaka, 1994; Nonaka and Takeuchi, 1995;
Nonaka and von Krogh, 2009). Lam (2010) states that the efficiency of the innovation process is very much based on the
knowledge that a firm can absorb from the external environment. On the other hand, if innovation is a tool of converting
knowledge into added value, continuous knowledge acquisition is the essential process for innovation. That also means
the firms with high innovation activity should learn on how to learn as they must experience the constant necessity on
new knowledge obtaining (Senge et al., 1990).

Knowledge generation, in turn, is closely related to creativity (e.g., Baker and Sinkula, 1999; Calantone et al., 2002).
A firm that established its orientation on learning should continuously looking for the new forms of organizing this
learning process and knowledge generation (Biemans, 1995; Jaworski and Kohli, 1993; Stathakoloulos, 1998).

Creativity is the process of making new things by using the existing knowledge in a new way Maley (2003). The
process of creativity means to create an additional value. Many scholars tried to define creativity by focusing on particular
aspects. According to Barron (1955) creativity has to be effective and original. The opposite view was expressed by
Corazza (2016), who argued that it is not necessary for the creativity to have as the end product something original or
effective and suggested that creativity is something that is perceived not as a routine-like action or matter. Previous studies
show that creativity is often a precondition for innovation, as it underlies the process of thinking “outside-the-box” as
well as enhances thinking on how to do the things in a new way and create a value at the same time (Zhou & George,
2001; Liu at al., 2017).

Thus, the authors propose two constructs to describe organizational learning processes in a company: knowledge
generation and creativity, and propose the following hypotheses:

Hla: Knowledge generation is one of the main factors positively influencing IMP;

H1b: Knowledge generation is one of the main factors positively influencing IWO;

Hlc: Creativity is one of the main factors positively influencing IMP;
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H1d: Creativity generation is one of the main factors positively influencing IWO.

Organizational Culture. OC can be defined as “a pattern of shared basic assumptions that was learned by a group
as it solved its problems of external adaptation and internal integration, that has worked well enough to be considered
valid and, therefore, to be taught to new members as the correct way to perceive, think, and feel in relation to those
problems” (Schein, 1985: 17). Culture explains the way, how a group of people commonly decide and solve problems,
culture also includes past learnings that are shared with new members of the group (Louis, 1980). Previous studies have
listed OC as a significant factor for knowledge management — it influences generation of knowledge and affects the
relations between individual and organizational knowledge (David and Fahey, 2000). Empowering and inclusive culture
helps to develop trust between individuals and groups (ibid), thus fosters sharing of ideas and knowledge (Davenport and
Prusak, 1998). OC can also provide basis for participation in organizational learning that requires a high degree of
commitment (Gupta et al, 2000).

Lopez et al (2004) encouraged enterprises to create favorable working environments with a collaborative culture -
long-term vision, communication and dialogue, trust, teamwork, empowerment, ability to tolerate ambiguity, risk
assumption as well as respect and diversity — in order to improve organizational learning.

To assess the impact of the OC on organizational learning and ORI, the culture was structured using four dimensions
adopted from the competing values framework by Denison and Spreitzer (1991). It demonstrates dilemmas between
stability and change on one hand and internal and external environment on another. The framework consists of two axes
— centralization vs decentralization and competition vs the maintenance of the sociotechnical system (Denison and
Spreitzer, 1991). Thus, four dimensions of the OC can be developed — human relations model (the team), open systems
model (the adhocracy), rational goal model (the firm) and internal process model (the hierarchy). This study adopted them
as the team, development, result, as well as consistency orientation.

Thus, the authors propose the following hypotheses:

H2a: Team orientation of a firm is one of the main factors positively influencing IWO;

H2b: Team orientation of a firm is one of the main factors positively influencing IER;

H2c: Development orientation of a firm is one of the main factors positively influencing IWO;

H2d: Development orientation of a firm is one of the main factors positively influencing IER;

H2e: Result orientation of a firm is one of the main factors positively influencing IWO;

H2f: Consistency orientation of a firm is one of the main factors positively influencing IMP.

Methodology of the study

A structured, closed-ended questionnaire was developed to test the research questions. Questionnaire items measuring
organizational learning were adopted from studies of Griese, Pick and Kleinaltenkamp (2012) and Zortea-Johnston
(2012). Creativity was measured using such indicators as the value of open-mindedness, encouraging to think “outside of
the box,” rewarding people for people for creativity and innovation, building and supporting cross-functional expert teams
and initiating creative dialogues. Another learning indicator — knowledge generation — was measured through seeing
learning as an investment not as an expense, seeing learning as a key necessity for organizational survival, considering
learning as a key value for improvement, systematically identifying the need of knowledge relevant to manage the
competitive position, checking, whether the knowledge base is reasonably extended through the new generated knowledge

and defining strategic goals for generation of knowledge concerning customers, competitors, and markets.

Questionnaire items measuring organizational culture were mainly self-operationalized. Questionnaire items

measuring innovation performance were developed based on the definitions provided in the Oslo Manual (OECD-
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EUROSTAT, 2005), as well as from other studies (Eurostat, 2012; Dadura and Lee 2011). The authors respondents to
compare innovation performance in their company to the innovation performance by their competitors using a seven-
point Likert scale (where 1 corresponds to “‘strongly disagree’” and 7 corresponds to ‘strongly agree’”). Given that only

meaning on the end-points was provided, the authors assume that the variables are measured on a continuous scale.

Few background questions were also included to understand the profile of companies, such as the annual turnover and
number of employees. Profile variables were measured using a nominal scale. This study included enterprises with no
more than 1000 employees. Such an approach allowed to include more businesses in the scope of analysis, at the same
time excluding large industry leaders with different factors affecting innovation processes. In total 134 completed

questionnaires were collected.

Research results and discussion

Assessing organizational learning indicators in the surveyed companies, this study concludes that both creativity and
knowledge generation were rather common, however creativity was more highly rated than knowledge generation — 4.8
vs 4.3 in a scale from 1 to 7. Russian companies were more creative, while Latvian companies had stronger knowledge

generation abilities and processes.

When assessing organizational culture, this study concludes that Latvian companies have a stronger tendency towards
development and results, while Russian companies — towards team and consistency (Fig. 1). Three dimensions, describing
team, development and result organization of an organizational culture, were rather closely related to each other. Thus,
companies with stronger orientation towards team, had stronger orientation towards development and achievements.

Orientation towards consistency was moderately linked to the other dimensions.

4.9
4.8
4.7

4.6
4.5
4.4
43
4.2
4.1

4

Team Development Results Consistency

HLV mRU

Source: authors’ calculations based on survey data

Fig. 1. Dimensions of organizational culture

All organizational culture indicators were linked to organizational learning indicators (Table 1). Team and
development orientation had the strongest relation to creativity (Pearson Correlation .698 and .871 respectively), while

result orientation and consistency — to knowledge generation (Pearson Correlation .684 and .523).
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Table 1
Relations between organizational culture and learning indicators
Team Development Results Consistency

Pearson Correlation .698** BT71%* .632%* 250%*
Creativity Sig. (2-tailed) 0.00 0.00 0.00 0.00

N 131 131 131 131

Pearson Correlation .638%** 761%* .684%** 523%*
Knowledge generation Slg (2—ta11ed) 0.00 0.00 0.00 0.00

N 130 130 130 130

Source: author’s construction based on survey data

Organizational innovation in workplace organization and external relations was more common in Latvian companies,
while innovation in management practices — in Russian companies. From the innovation indicators, IWO and IER were
more developed in the surveyed companies, compared to IMP (Fig. 2). All types of organizational innovation were

positively related to organizational learning and all dimensions of organizational culture.

w

\9)

—_

IWO IMP IER

ELV mRU

Source: authors’ calculations based on survey data

Fig. 2. Organizational innovation performance

The relationship between organizational culture, organizational learning and organizational innovation performance
is further assessed, using multiple linear regression analysis. The assumptions for the analysis are the following:
dependent and independent variables are measured on the continuous scale (for this analysis the authors consider the scale
as interval, considering that only endpoints were indicated), and the observations are independent (assessed with Durbin-

Watson for each of the regression models).

By using a multiple linear regression model with stepwise variable entry method (criteria: Probability-of-F-to-enter
<= .050, Probability-of-F-to-remove >= .100), IWO can be seen as a function of knowledge generation and result
orientation that explain 34% variation in the IWO performance (Table 2). Durbin-Watson statistic is in a range from 1.5
to 2.5, and the corresponding ANNOVA analysis indicates that the model is good fit for the data (F (2, 121) = 31.626, p
<.0005).
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Table 2
IWO Regression Model
Adjusted | Std. Error Change Statistics
R R of the R Square F Sig. F Durbin-
R | Square | Square Estimate Change Change | dfl df2 Change Watson
.586 343 332 1.153 .046 8.461 1 121 .004 1.964

Predictors: (Constant), result orientation, knowledge generation, dependent Variable: IWO
Source: author’s construction based on survey data

Considering this, the hypotheses H1b and H2e can be accepted as proposed in the paper.

IER can be seen as a function of development orientation, the model explains 17.5% variation in the IER performance

(Table 3). Durbin-Watson statistic is in a range from 1.5 to 2.5, and the corresponding ANNOV A analysis indicates that
the model is good fit for the data (F (1, 124) =26.321, p <.0005).

Table 3
IER Regression Model
Adjusted | Std. Error Change Statistics
R R of the R Square F Sig. F Durbin-
R | Square | Square Estimate Change Change | dfl df2 Change Watson
418 175 .168 1.546 0.175 0.175 1 124 .000 1.806

Predictors: (Constant), development orientation, dependent Variable: IER

Source: author’s construction based on survey data

Considering this, the hypotheses Hlb and H2e can be accepted as proposed in the paper. Considering this, the hypothesis
H2d can be accepted as proposed in the paper.

IMP can be described as function of knowledge generation and consistency. The model explains 42.7% of the variation

in IMP (Table 4). Durbin-Watson statistic is in a range from 1.5 to 2.5, and the corresponding ANNOV A analysis indicates

that the model is good fit for the data (F (2, 123) =45.909, p <.0005).

Table 4
IMP Regression Model
Adjusted | Std. Error Change Statistics
R R of the R Square F Sig. F Durbin-
R | Square | Square Estimate Change Change | dfl df2 Change Watson
.654 427 418 1.017 .046 9.887 1 123 .002 1.902

Predictors: (Constant), knowledge generation, consistency orientation, dependent Variable: IMP
Source: author’s construction based on survey data

Considering this, the hypotheses H1b and H2e can be accepted as proposed in the paper. Considering this, the
hypotheses Hla and H2f can be accepted as proposed in the paper.

Even though creativity has positively related to all organizational innovation indicators, according to this analysis it
was not amongst the main factors influencing any particular sub-type, thus Hlc and H1d cannot be supported. Similarly,
team organization was positively related to all types of organizational innovation, while this dimension was not one of

the main factors influencing any particular sub-type, thus H2a and H2b cannot be supported by this analysis. Finally,
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development orientation of a firm was strongly positively related to IWO, however was not amongst the main factors

influencing it, thus H2c cannot be supported by this analysis as well.

Conclusions, proposals, recommendations

This study aimed at exploring the relation between organizational culture, organizational learning and organizational
innovation based on the sample of small and medium-sized enterprises from Latvia and Russia. There are not much studies
focusing on organizational innovation and its connection to organizational culture as well as to organizational learning.
At the same time all the aspects related to a firm’s knowledge management processes and corporate culture cannot be
considered without putting them in context of cultural and institutional specifics of the country where the firm operates
(Hutchings & Michailova, 2006). From this perspective our research delivers the results tied to culture of two countries

which allowed the authors to come up with some comparative analysis.
The results provided evidence that:

1. Organizational culture has strong, positive influence on both organizational learning and organizational

innovation evolvement in a firm.

2. Organizational culture and organizational learning could partly explain all sub-types of organizational
innovation. In particular, the knowledge generation ability was one of the key factors influencing IWO and IMP
while the development orientation was one of the key factors influencing IER, and the result orientation was one

of the main factors influencing IWO and consistency was one of the main factors influencing IWO.

3. The surveyed companies demonstrate the best performance on IWO and IER sub-type of organizational
innovations, though performance on IMP sub-type of organizational innovations was relatively lower. Latvian
companies demonstrated a better performance in IWO and IER, while Russian companies were stronger in

implementing IMP sub-types of organizational innovation.

Based on the research results, the authors consider organizational culture as a cornerstone for developing creative and
knowledge generating organizational environment. Such, in turn, positively contributes to organizational innovation

performance.

For further research the authors recommend elaborating on differences between Latvian and Russian companies,
assessing them in a broader context of main business activities and environment of their work. Base on the findings that
a firm reflects to a certain degree the cultural heritage (Balabanova at al., 2018) it would be interesting to compare the
state and privately owned companies. It would be valuable also to increase the number of the companies in the study and

to consider the organizational innovation performance of companies in other countries of the region.
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