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Abstract: Organizations are continuously facing the challenge in managing employees not just the
technology. This challenge is absolutely unavoidable because there is an implication towards the growth
and profitability of an organization. One industry face the dual dynamic technology and people challenge
is the hospital management. The purpose of this review is to make a look back on the importance of
innovation in the hospital management setting. The end outcome of service quality is argued that
innovativeness can lead to service productivity of employee especially in hospital setting. The concept of
innovativeness emerges from innovation among employees behaviour in the organizational setting. This
paper recommend the need of future study in understanding service quality through innovative behaviour.
However, innovative behaviour can only be achieved with the existence of innovative management
practices.
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INTRODUCTION

[10], Damanpour [11], Myers & Marquis as cited in
Tohidi et al, [9] have a common definition of
innovation: this process involves changes or new
ideas in whatever practice that occurs in an
organization, be it behavior, services, product, or
process. Joseph Schumpeter [12] was one of the
pioneers who elaborated on innovation theory.
Innovativeness is necessary for organizational
competitiveness [9] and is also a fact claimed by
many scholars. Innovation can be viewed from
various perspectives and measurements [13-17] [18,
p.47] referred to organizational innovativeness as an
aspect of organizational culture. Damanpour [11]
and Hult et al. [19] defined innovativeness as the
capability to make known to some new processes,
products or ideas in an organization.”

Competitive pressure externally and internally
drives management to reevaluate new innovations
[1]. Successful organizations strive for continuous
innovation [2]. Drucker [3] explained that a
successful innovative strategy is based on knowing
customers and acquiring new knowledge.
Innovation is necessary for long-term survival and
success [4-5]. Significant innovation responds to the
environment to achieve improved performance and
sustainability [6]. Creativity is also needed for
innovation to occur in organizations. Creativity
refers to the invention of novel philosophies [7].
Creativity and innovation are interrelated; thus,
these concepts are used interchangeably [8].

“Innovativeness refers to corporate environment that
promotes and supports novel ideas, experimentation
and creation process that may lead to new products,
techniques, or technologies…” [20, p.5).
“Innovation is something about newness that is
doing new things but creativity is about bringing
something into thinking up new things…” [21, p.2].
Schumpeter [12] identified product, market, and
process in validating innovation scale. By contrast,

Accordingly, innovation is an important empirical
construct. Many theories and concepts on innovation
have been discussed and synthesized to understand
this construct’s extent and contribution to
organizations. Innovation and innovativeness can be
used interchangeably. Many scholars define
innovation to explain innovativeness [9]. However,
all scholars (e.g., Wang and Ahmed [4], Rowley
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Miller and Frisen [17] identified four dimensions,
namely, product, process, behavior, and strategy,
used in Wang and Ahmed [4] in validating
innovation scale. Schumpeter’s theory of innovation
comprises new product, market, organization, and
technology [22]. Innovativeness is the “capability to
develop and introduce products or process…” [23].
“Innovativeness is also seen as ability of
organization to novel ideas, to accept innovation and
to support idea generation…” [24]. Innovation can
be a new product or service, a new production
process, or a new structure or administrative system
[19]. Organizational/hospital innovation is defined
as “the notion of openness to new ideas as an aspect
of a firm’s culture” [18, p. 44], as cited in Kunz et
al, [25]. Kunz et al, [25] elaborated that
organizational innovativeness reflects foremost
perceptions of internal stakeholders (e.g., employees
and managers). Innovation relates “to some form of
specific change that is new and that leads to what is
in some sense a better accomplishment of goals at a
system level…” [26; p. 28]. The underlying theories
of innovation are logistical functional form and
economic theories [27].

Skerlavaj et al [1] measured innovativeness in three
categories, namely, innovative culture, technical,
and administrative. The current study investigates
innovative culture as organizational innovativeness.
Innovation is measured by product, process, and
administrative system [31]], and depends on how
managers acquire and act on market intelligence.
Learning orientation was determined to have an
effect on innovativeness [6, 19]. Kunz et al [25, p.
817] further elaborated that organizational
innovativeness reflects the primary perception of
internal stakeholders (e.g., employees and
managers). Organizational behavior adopts new
procedures when an organization encounters
changes. Innovation may take different forms, such
as product, process, radical or incremental,
technical,
and
administrative
innovations.
Innovation dimension is varied and dynamic based
on the literature [4-5]. Calantone [6] identified the
degree of newness and Johanessen et al, [32]
identified six different types of newness, namely,
developing new products, new services, new
methods of production, opening new markets, new
sources of supply, and methods of organization.
Subramaniam [16] emphasized that organizational
innovativeness
involves
technical
and
administrative functions. A study was conducted on
a
considerably
narrowed
perspective
of
innovativeness, in which Wang and Ahmed [4]
presented multidimensional conceptualization.
However, Ellonen et al [5] claimed that product and
market dimensions can be considered in a single
dimension because was not extensively studied on
these product and market dimensions. Wang and
Ahmed [4] expansion of work showed that the
underlying factors involve behavioral changes,
processes, and strategies rather than merely product
innovativeness. They created work based on five
dimensions
of
innovative
capability
for
organizational products, markets, processes,
strategies, and behavior innovativeness. The items
for organizational innovativeness used a seven-point
Likert scale, ranging from 1 = strongly agree to 7 =
strongly disagree. The reliability alpha for all the 20
items is 0.9091. Content and convergent validity of
the measurement also prove the best fit for the
model.

The concept of innovation is rooted from diffusion
theory developed by Rogers [27]. The diffusion of
innovation is persuaded toward innovation,
adoption, implementation, and confirmation of the
design to adopt innovation [28]. Considering that
innovativeness can be viewed from various
perspectives, the diffusion of innovation proposed
by Rogers [27] reinforces the study purpose. The
measurement used is based on the methods
developed by famous innovative scholars, including
Miller and Friesen [17], Johanessen [15] and Hult
[19]. The innovativeness perspective underpins the
cultivation of the innovative behaviors of
employees. A considerable amount of empirical
evidence has been used to measure organizational
innovativeness [1, 28].
INNOVATIVENESS IN PRACTICE

The adoption of new technology is important to
acquire and adopt innovations. Technology
innovation was also studied in hospital settings,
where organizational context (organizational size,
slack resource, and age) has an effect [30]. On
another notion, innovation implies the generation,
reception, and execution of new ideas, processes,
products, and services [6]. Conceptualized
organizational innovativeness as behavioral is the
rate of innovation adoption and organizational
willingness to change [18], which is based on
diffusion innovation. Accordingly, diffusion is a
process where innovation communicates new ideas
among a social system’s members through certain
channels over time [27].

Innovation can also occur in multiple forms in
hospital [33]. The advantages of “newness” in this
comprehensive
organizational
innovativeness
include being quantifiable, covers various aspects of
innovation, and measures an organization’s
capability to develop new products/services [4].
Overall, innovative scale building has developed a
comprehensive use of innovative dimension
comprising five factor measurements, namely,
product, market, process, behavior, and strategy.
The behavioral innovativeness by Hurley snd Hult
[18] and Ellonen et al, [5], in which innovativeness
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is defined as demonstration of individuals, group
and management that empowers the establishment
of an innovative culture which is the whole internal
accessibility to new ideas and innovation.” The
Porter [34] model states that an act of innovation is
required to deliver superior value to customers [20].
Innovation is also practiced in the healthcare
industry because this process is viewed as linked to
several approaches [33]: production functions; set of
technological and bio-pharma logical capabilities
(medical innovation; information systems, and
providers of complex services and healthcare system
hubs, the fourth group innovations based on service
and service relationship. Innovation is not merely an
information system/technology or even production
function, in which additional effort is necessary to
satisfy customers and their families and relatives.

innovation is used to survive external environmental
challenges and ensure long-term success.
Companies capable of innovating respond to
external challenges rapidly. However, to summarize
innovative culture or behavior [39] (Jong & Hartog,
2007), perspective was analyzed to support the
organizational learning concept for the current
study. Furthermore, the present study attempts to
determine whether innovation is cultivated among
employees to determine value creation for
stakeholders. Innovativeness in employees leads to
innovation. The measurement for this research is
adapted based on Cerne et al [29] and Rhee et al
[40], which were grounded on Hurley [18]. The five
items were utilized and confirmatory factor analysis
confirmed that the unidimensional with coefficient
is significant.

Schumpeter [12] defined five concepts of
innovation, namely, new products, new methods or
production, opening new markets, new sources of
raw materials, and establishing new organizations
(as cited in Slatten [8]). It is explained that the
introduction of new products and the continuous
improvement of an organization lead to
development. The process of serving a customer is
an innovative behavior [8]. Gallouj [35] called this
process ad hoc innovation, which is produced when
providing services and new solutions based on
experience. Innovative behavior is assumed to
contribute positively to service performance on
customers [8]. To achieve innovative behavior,
creativity needs to be embedded among employees.
An innovative culture stimulates the innovative
behavior [1]. “Innovative behavior is application or
implementation of novel ideas in the work role,
creative engagement is more fundamental in its
nature as it focuses on the input to innovative
behavior…” [8, p. 271]. Mafabi et al [36] measured
the instrument on structural, process, and
competence innovations. They studied innovation as
a mediator between the variables of knowledge
management and organization resilience. Innovation
is also studied as a process, result, and different
types of innovation (e.g., technical, process, and
behavior) [1]. Many scholars generally view
innovation as new technology, products/services,
and administrative system [35]. Technical
innovations include products as introduction of
products or services [1, 37]. Process innovation is
the distribution of delivery services and adoption of
new methods or procedures. Innovation is also
categorized as a social or behavioral process [1, 27].
Ho [38] measured innovation as a mediator that
comprises technological, market, and administrative
aspects. Technological innovation comprises
product processes and services, whereas market
innovation refers to price, promotion, and place.
Alternatively, administrative innovation refers to
strategy, structure, system, and culture. Generally,

LINKING SERVICE QUALITY AND
INNOVATIVENESS
Innovation is known to contribute to business
performance where it is significant and has positive
relationship [19, 41]. Moreover, innovation is
considered a prerequisite for a firm’s success and
survival [1, 40-41]. Many scholars have studied the
link between innovativeness and performance [6, 19,
42]. Accordingly, innovativeness can only
contribute to performance. Particularly in hospitals
that are considered complex [33]. Organizational
innovativeness in hospitals also depends on
management abilities and innovative decisions, and
should be emphasized on customer focus strategies
[43]. Innovation is seen from a technical and process
innovative perspective [37]. Process innovation
involves improving methods, distribution, or
delivery of service.
Organizational innovativeness enhances customer
service and financial performance. Many empirical
studies have demonstrated positive results between
innovation and performance [1, 41]. Firm
performance is categorized as quality, innovation,
and operational performance. Quality and
innovation are considered a parallel pair for
management excellence [44]. Customer service
performance, which also refers to service quality, is
linked
with
organizational
performance.
Innovativeness mediates customer orientation and
customer service performance. In a study in
Marmara, Turkey, innovativeness as a mediating
role was determined to increase performance
directly.
CONCLUSION
Innovation in hospitals is linked to several
approaches, such as providers, services, and service
relationships, because the need is more than merely
42

Thilageswary / International Journal of Business and Management, 2 (3) 2018, Pages: 40-45

satisfying customers, families, and relatives [33]. A
study identified institutional structure-enhanced
organizational performance through knowledge
sharing because healthcare is a knowledge-intensive
industry. These researchers specified that punitive
practice and good leadership are related to patient
safety. Ideas and empirical findings identified
organizational innovativeness; however, service
quality has yet to be completely studied empirically.
Understanding the effect of how employee
innovative behavior in organization fulfills services
provided to the customer is important.

[6]
[7]

[8]

Innovation and service quality has important
managerial implication. It has much avenues for
future research in making service better in hospitals.
Innovation has been highlighted as inevitable to
organizational productivity and customer value.
Though there has been relatively many studies on
innovativeness but focus has to be on more hospital
management. Along with the advancement of
technology, changes is dynamic. As such, expansion
on building innovative management is appropriate.
Studies should look into this connectivity towards
creating a typology of innovative management in the
hospital setting. The need for effective healthcare
management is a necessity globally.

[9]

[10]

[11]
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