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Abstract
This study empirically investigates the impact of strategic orientation, market
knowledge and technical knowledge on incremental innovation and radical innovation,
which will impact on firm performance. In addition, the moderating effect of dynamic
capabilities among strategic orientation, market knowledge, technical knowledge,
incremental innovation and radical innovation has been included in this study. The
findings have revealed that there is positive influence of innovation orientation and
entrepreneurial orientation on different types of innovation. However, radical
innovation requires a higher level of both innovation orientation and entrepreneurial
orientation than incremental innovation. In addition, the empirical research has found
out that there is a positive impact of technical knowledge & market knowledge on
different types of innovation. However, radical innovation requires a higher level of
technical knowledge and market knowledge than incremental innovation. More
importantly, among the two types of knowledge, market knowledge is more important
than technical knowledge in both incremental innovation and radical innovation. This
study has found out the complicated nature of dynamic capabilities as the moderating
factor between innovation antecedents and types of innovation. In general, dynamic
capabilities has a positive moderating effect between innovation antecedents and
different types of innovation. However, there are two exceptions on moderating effect
of dynamic capabilities. The positive effect of entrepreneurial orientation on
incremental innovation decreases when dynamic capabilities is high. Incremental
innovation involves the improvement of existing products or services. It may not
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require a firm to be agile and fast-moving. When dynamic capability is high, too many
new information or ideas and the change of routines may hinder the firm to develop
incremental innovation. Another surprising finding is that dynamic capability does not
moderate the relationship between technical knowledge and incremental innovation,
because incremental innovation is relatively easy to implement with the technical
knowledge, and there is no need of dynamic capabilities to re-configure the resources.
Empirically, the author also found out that both incremental and radical innovation have
a positive impact on firm performance. However, there is a stronger impact of radical
innovation on firm performance than incremental innovation.
This research has both theoretical and practical significance. The first theoretical
significance is to establish a more comprehensive framework and an integrated theory
to explain the complex phenomenon of innovation, instead of using one single lens to
explain innovation. The second theoretical significance is to differentiate radical
innovation from incremental innovation in this study. The third theoretical significance
is to test the moderating effect of dynamic capabilities, and to integrate the theory of
dynamic capabilities in the theory of strategic orientations and knowledge-based view.
On the other hand, there is practical and managerial significance as well. This study is
to help the business managers understand more thoroughly innovation antecedents and
different types of innovation, so that business managers can firstly decide on
incremental innovation or radical innovation to pursue, because different types of
innovation will require different strategic orientation and types of knowledge. The
second managerial significance is whether a firm should focus on acquiring market
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knowledge, or technical knowledge, or both, in order to pursue incremental innovation
or radical innovation. The third managerial significance is to help the business
managers understand the organization strength of dynamic capabilities, in order to
facilitate the development of incremental or radical innovation.
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