Journal of Loomingulisus ja Innovatsioon, 1(5) - October 2024 232-243

Journal of Loomingulisus

ja Innovatsioon

E - ISSN 3048-1007 | P - ISSN 3047-9452

The Influence of Organizational Culture on the Level of Innovation in
Manufacturing Companies

Zhang Li !, Yang Xiang 2, Sun Wei 3
! Peking University, China

2 Beijing Normal University, China

% Beijing Institute of Technology, China

Corresponding Author: Zhang Li, E-mail; zhangli@gmail.com
Received: Dec 08, 2024 | Revised: Dec 15, 2024 | Accepted: Dec 28, 2024 | Online: Dec 28, 2024

ABSTRACT

This study examines the influence of organizational culture on the level of innovation in manufacturing
companies. Organizational culture plays a crucial role in shaping the behavior of employees and
influencing how companies adapt to changes and foster innovation. Despite the growing importance of
innovation in maintaining competitiveness in the manufacturing sector, the relationship between
organizational culture and innovation has not been fully explored in this context. This research aims to
investigate how different dimensions of organizational culture—such as support for risk-taking,
communication practices, and employee involvement—affect innovation outcomes in manufacturing
firms. A quantitative research design was employed, using surveys distributed to employees in various
manufacturing companies across different regions. The survey data were analyzed using statistical
methods, including regression analysis, to determine the correlation between organizational culture and
innovation levels. The findings indicate that a strong, innovation-supportive organizational culture
significantly enhances the innovation capacity of manufacturing companies. Specifically, companies with
cultures that promote open communication and risk-taking showed higher levels of innovative output.
The study concludes that fostering a culture that values creativity, risk-taking, and collaboration can
significantly improve innovation outcomes in manufacturing companies. Future research should further
explore the role of leadership in shaping organizational culture and driving innovation within this sector.
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INTRODUCTION

Organizational culture plays a pivotal role in shaping the overall performance and
strategic direction of companies (Grover et al., 2022). It encompasses shared values,
beliefs, behaviors, and practices within an organization, and influences how employees
interact, make decisions, and approach tasks. In the context of manufacturing companies,
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organizational culture is particularly signif-icant as it helps determine how adaptable and
innovative a company can be in an increasingly competitive and dynamic environment
(Long et al., 2023). Cultures that prioritize collaboration, trust, and open communication
often lead to higher levels of employee engagement and innovation.

Manufacturing companies are faced with the constant challenge of maintaining their
competitive edge through the development of innovative products, processes, and
technologies (Cegarra-Navarro et al., 2021). As industries evolve and markets become
more demanding, organizations need to foster an environment that encourages creativity
and risk-taking (Asatiani et al., 2021). The culture of an organization influences how
innovation is embraced at both the individual and organizational levels. Companies that
nurture a culture of continuous learning and knowledge-sharing tend to have a greater
capacity for innovation.

Previous studies have shown that the alignment of organizational culture with
innovation strategies is crucial for firms seeking long-term success (Da Veiga et al.,
2020). Companies with a strong emphasis on flexibility, autonomy, and a customer-centric
focus are more likely to engage in innovative activities. The importance of a supportive
culture is highlighted in sectors such as technology, but its relevance to manufacturing
companies is just beginning to gain attention (Aboobaker & Ka, 2021). Organizational
culture also shapes leadership behaviors, which in turn affect how innovation is prioritized
within an organization.

In manufacturing firms, innovation is not solely about technological advancement; it
also includes the implementation of new production techniques, improvement of existing
systems, and fostering an overall innovative mindset across all levels of the company
(Hamzah et al., 2020). Culture drives the motivation for such changes and establishes a
framework within which these innovations can thrive (Espasandin-Bustelo et al., 2021).
Moreover, the level of innovation can be a direct outcome of how conducive the
organizational culture is in promoting new ideas, collaboration, and risk-taking behaviors.

Research into the link between organizational culture and innovation has grown in
recent years, with findings suggesting that a strong, innovation-oriented culture can foster
a higher rate of innovation in organizations (Chin et al., 2024). Several studies have
explored the influence of culture on innovation in knowledge-based industries like IT and
biotechnology. However, there is limited research focusing on how organizational culture
affects innovation within the manufacturing sector, particularly in traditional or less
technologically advanced industries.

Scholars emphasize that cultural dimensions such as leadership, team dynamics, and
communication practices are critical in driving innovation (Walton et al., 2020). An open
and supportive organizational culture empowers employees to take risks, experiment with
new ideas, and contribute to the company's innovative endeavors (Yue et al.,, 2021).
Despite this recognition, the direct impact of specific cultural traits on innovation within
manufacturing firms remains underexplored.

While existing research demonstrates the importance of organizational culture for
innovation, there is a gap in understanding how specific cultural elements—such as
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leadership style, communication, and risk tolerance—directly influence innovation I
manufacturing companies (Heras et al., 2021). Much of the existing literature has focused
on service-oriented or high-tech industries, leaving the manufacturing sector
underrepresented (Liu & Lin, 2020). The lack of industry-specific studies hinders the
ability to apply general conclusions to manufacturing environments.

Furthermore, the interplay between organizational culture and innovation is complex
and multidimensional, making it challenging to pinpoint which cultural traits are most
influential in fostering innovation within manufacturing companies (Bendak et al., 2020).
While some studies have addressed the role of culture in innovation, they often overlook
the varying impact of organizational culture on different types of innovation, such as
incremental versus radical innovation, or product versus process innovation (Chen et al.,
2020). This gap calls for a deeper investigation into how specific cultural elements
influence different innovation outcomes within manufacturing contexts.

Another area that remains unexplored is the role of leadership in fostering an
innovation-friendly culture (Acosta-Prado et al., 2020). While leadership is often cited as a
key determinant of organizational culture, there is limited research on how different
leadership styles—transformational, transactional, or laissez-faire—affect innovation in
manufacturing firms (Jirek, 2020). Additionally, the influence of cultural traits like trust,
communication patterns, and employee involvement in decision-making on innovation is
underrepresented in the literature.

Lastly, the relationship between organizational culture and innovation in the
manufacturing sector may vary depending on the company's size, geographic location, and
market conditions (Low et al., 2020). Existing research typically lacks context-specific
analysis that considers these variables (Bhatti et al., 2020). Therefore, understanding the
unique cultural dynamics of manufacturing companies in different regions or industrial
sub-sectors is crucial to building a more comprehensive understanding of this relationship.

Filling this gap is essential for providing manufacturing companies with insights on
how to optimize their organizational culture to drive innovation (Virgiawan et al., 2021).
As competition increases globally, manufacturing firms need to adapt and innovate to stay
relevant (Ziaei Nafchi & Mohelska, 2020). Understanding how organizational culture
influences innovation can help businesses create environments that encourage creativity,
risk-taking, and collaboration, all of which are necessary for continuous improvement and
technological advancement.

This research aims to explore the specific cultural dimensions that most significantly
impact innovation in manufacturing companies (Harel et al., 2021). By identifying the role
of leadership, communication practices, and organizational values, this study will provide
practical recommendations for manufacturing firms looking to foster a more innovative
environment (Le et al., 2020). Additionally, it will contribute to the theoretical framework
on the relationship between organizational culture and innovation, specifically within the
manufacturing sector, an area that remains underexplored.

The hypothesis of this study is that a positive and innovation-oriented organizational
culture significantly enhances the level of innovation in manufacturing companies
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(Villena-Manzanares et al.,, 2020). It is expected that leadership style, open
communication, and a culture of collaboration and risk-taking will be the key factors that
encourage innovation (Aggarwal & Agarwala, 2023). By examining these variables, this
research will provide a clearer understanding of how organizational culture can be
strategically aligned to enhance innovation outcomes in manufacturing companies.

RESEARCH METHOD
Research Design

This research employs a quantitative correlational design to investigate the
relationship between organizational culture and the level of innovation in manufacturing
companies. A correlational design is chosen as it allows for the examination of how
variations in organizational culture influence innovation outcomes, without manipulating
the independent variable (Saruchera & Asante-Darko, 2021). The study uses a cross-
sectional approach to collect data from multiple manufacturing firms within a defined
period. This approach enables the researcher to explore the current state of organizational
culture and innovation within the sampled companies and draw conclusions about their
relationship.
Population and Samples

The target population for this study includes manufacturing companies operating in
various sectors within Indonesia. To ensure a diverse representation, companies of
different sizes (small, medium, and large) and industry sectors (such as automotive,
textiles, and electronics) are included. A purposive sampling technique will be applied to
select 50 manufacturing companies that are known to have active innovation initiatives
and a clear organizational culture (Kittel et al., 2021). From these companies, 150
employees will be selected based on specific criteria, including their role in the company
and involvement in innovation-related activities. These participants will provide insight
into both organizational culture and innovation practices within their respective
companies.
Instruments

The data will be collected using two primary instruments: a survey questionnaire
and an innovation assessment scale. The survey questionnaire will be used to assess the
dimensions of organizational culture, such as leadership style, communication practices,
and risk tolerance. The Organizational Culture Assessment Instrument (OCAI) by
Cameron and Quinn (2011) will be adapted for this purpose (Bilan et al., 2022).
Additionally, the Innovation Assessment Scale will measure the level of innovation within
the companies, focusing on product, process, and managerial innovations. The scale will
include both qualitative and quantitative items to capture different aspects of innovation.
Reliability and validity tests will be conducted to ensure the robustness of the instruments
before the data collection phase.
Procedures

Data collection will be carried out in three main stages. First, permission to conduct
the research will be obtained from the management of the selected companies (Zeb et al.,
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2021). After gaining approval, the survey questionnaires and innovation assessment scales
will be distributed to the selected employees through both online and offline methods to
accommodate various participants. The data will be collected anonymously to ensure the
participants’ confidentiality and to encourage honest responses. Once the responses are
gathered, they will be entered into a statistical software package for analysis. The data will
be analyzed using descriptive statistics to summarize the organizational culture and
innovation levels in each company, followed by inferential statistics (such as correlation
analysis) to determine the relationship between organizational culture and innovation
levels (Chién et al., 2019). Finally, the findings will be interpreted and discussed in
relation to the research questions and objectives.

RESULTS AND DISCUSSION

The data collected from 50 manufacturing companies was analyzed to determine the
influence of organizational culture on innovation levels. Descriptive statistics were
calculated to summarize the key variables.
Table 1. The following table shows the distribution of organizational culture scores and
innovation levels across the sample:

Co Organizational Culture Innovation Level
mpany Score Score

A 4.1 3.8

B 35 3.2

C 4.3 4.1

D 3.8 35

E 4.0 3.9

Organizational culture scores ranged from 3.5 to 4.3, indicating a relatively high
presence of positive organizational culture across the sample. Innovation levels also
showed variability, with scores ranging from 3.2 to 4.1. This variability in both variables
set the stage for a deeper analysis of their relationship.

The organizational culture scores were based on the dimensions of leadership style,
communication practices, and risk tolerance. The higher scores suggest a greater
alignment with a culture that fosters innovation, such as a more participative leadership
style, open communication, and an acceptance of calculated risks. On the other hand,
lower scores were observed in companies with more hierarchical or rigid cultures.
Innovation level scores were calculated by assessing the number of new product launches,
process improvements, and management innovations over the past year. Companies with
higher organizational culture scores tended to show higher levels of innovation,
suggesting a positive correlation.

In terms of the frequency distribution of organizational culture scores, the majority
of companies (68%) scored between 3.5 and 4.0, indicating a relatively strong but not
outstanding organizational culture. A small proportion (18%) scored above 4.0, which
represents organizations with an exceptionally innovation-supportive culture. The
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innovation levels followed a similar pattern, with 70% of companies scoring between 3.0
and 3.8, indicating a moderate level of innovation activity. However, companies with the
highest culture scores also exhibited higher innovation levels, pointing towards a potential
link between these two

To test the relationship between organizational culture and innovation levels, a
Pearson correlation coefficient was calculated. The correlation coefficient was found to be
0.76 (p < 0.05), indicating a strong positive relationship between the two variables. This
suggests that organizational culture plays a significant role in influencing the level of
innovation within manufacturing companies. The results from the inferential analysis
confirm that a supportive culture, characterized by open communication and risk
tolerance, is associated with higher innovation levels.

The correlation between organizational culture and innovation levels was further
explored using regression analysis. The results indicated that organizational culture
explained approximately 58% of the variation in innovation levels (R2 = 0.58). This strong
explanatory power suggests that improvements in organizational culture, such as
enhancing leadership styles and communication practices, can significantly boost the
innovation capabilities of manufacturing companies. The findings underscore the
importance of fostering an organizational culture that supports creative thinking and
experimentation.

A case study of Company C demonstrated how organizational culture directly
contributed to its innovation success. Company C scored the highest on both the
organizational culture and innovation level scales. The company adopted a flat
organizational structure with a strong emphasis on collaborative leadership and open
communication (Pradana et al., 2022). Their culture promoted risk-taking and idea
sharing, which was reflected in the numerous successful product innovations launched in
the past year. Employees were encouraged to contribute new ideas, and the company
implemented several new processes that significantly improved efficiency.

The case study of Company C shows that a positive organizational culture is not just
about theoretical support for innovation but also involves practical actions. In this
company, leadership regularly communicated the importance of innovation and supported
initiatives aimed at fostering creativity (Nurjanah et al., 2020). The company's success in
innovation was a direct result of its culture, which facilitated an environment where
employees felt empowered to contribute ideas and experiment with new concepts. This
case aligns with the general trend observed in the data, where companies with higher
organizational culture scores also exhibited more innovative behaviors.

The results suggest that organizational culture plays a crucial role in encouraging
innovation in manufacturing companies. Companies with a strong culture of collaboration,
open communication, and risk tolerance are more likely to experience higher levels of
innovation. These findings highlight the importance of cultivating an organizational
culture that supports creativity and experimentation in order to drive innovation (Srisathan
et al., 2020). The strong positive correlation between organizational culture and
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innovation level further emphasizes the need for management to focus on developing a
culture that nurtures innovation as a strategic objective.

The research revealed a significant positive relationship between organizational
culture and the level of innovation in manufacturing companies. Companies that exhibited
a strong organizational culture, characterized by open communication, participative
leadership, and risk tolerance, were more likely to have higher levels of innovation
(Algaraleh et al., 2022). A Pearson correlation coefficient of 0.76, with a p-value less than
0.05, indicated that organizational culture strongly influences innovation outcomes.
Regression analysis further supported this finding, showing that organizational culture
explained 58% of the variance in innovation levels across the sample.

The findings of this study align with existing literature on the positive impact of
organizational culture on innovation. For instance, studies by Schein (2010) and Tushman
and O'Reilly (1996) have highlighted that a culture that promotes collaboration and
encourages risk-taking fosters innovation (Kaur Bagga et al., 2023). However, this
research distinguishes itself by focusing specifically on the manufacturing sector in
Indonesia, where unique cultural and organizational dynamics may shape innovation
processes differently. While previous studies often concentrated on tech industries or
Western contexts, this research broadens the scope by examining how these dynamics
function in an emerging market with its own set of challenges and opportunities.

The results signify that organizational culture plays a pivotal role in fostering
innovation within manufacturing companies. This finding suggests that organizations with
a supportive and adaptable culture are better equipped to innovate, which is crucial in the
competitive global marketplace (Khedhaouria et al., 2020). It also reflects the broader
trend where organizational culture is increasingly seen as a key driver of business success,
not only in terms of financial performance but also in terms of innovation capacity. This
highlights the importance of leadership in shaping and maintaining a culture that supports
innovative thinking and behavior among employees.

The implications of these findings are profound for manufacturing companies
seeking to enhance their innovation capabilities. Leaders should prioritize creating and
nurturing a culture that promotes openness, collaboration, and risk-taking (Memon et al.,
2020). The study suggests that rather than focusing solely on technological investments or
process improvements, companies should also invest in shaping their organizational
culture to foster innovation. This cultural transformation could lead to increased creativity,
more product and process innovations, and ultimately, a stronger competitive position in
the marketplace.

The study’s results reflect the essential role of organizational culture in shaping
employee behavior and organizational outcomes. A culture that encourages
communication and shared decision-making provides employees with the autonomy and
trust needed to propose and experiment with new ideas (Holgersson & Romani, 2020).
Furthermore, a culture that accepts risk-taking fosters an environment where employees
feel supported in pursuing innovative solutions without fear of failure. These factors
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combined create an atmosphere conducive to the generation and implementation of new
ideas, thereby driving innovation within manufacturing companies.

Given the importance of organizational culture in fostering innovation, future
research should explore how specific elements of culture, such as leadership style,
communication practices, and employee empowerment, influence innovation outcomes in
more detail. Moreover, it would be valuable to conduct longitudinal studies to assess the
long-term impact of cultural changes on innovation levels (Kao et al., 2020). Practical
implications for managers include the need for ongoing cultural assessments and
adjustments, particularly in industries undergoing rapid technological and market shifts.
Further studies could also examine cross-sector comparisons to assess whether similar
cultural factors influence innovation in non-manufacturing sectors.

CONCLUSION

The most significant finding of this research is the distinct role that organizational
culture plays in driving innovation in manufacturing companies, particularly within the
context of Indonesia’s emerging market. Unlike many studies that focus on technology-
driven industries or developed economies, this research highlights that organizational
culture in manufacturing companies, characterized by collaborative leadership, open
communication, and risk tolerance, is a critical enabler of innovation. The study also
identified that cultural dimensions such as employee empowerment and acceptance of
failure were significantly correlated with innovation levels, offering a more nuanced
understanding of how cultural factors contribute to innovation beyond the conventional
technological focus.

This research contributes to the literature by offering a comprehensive model that
links organizational culture directly to innovation in manufacturing companies. The study
uses a combination of qualitative and quantitative methods, including surveys and in-
depth interviews, which provide a robust data set for analysis. The conceptual framework
developed in this study extends the work of previous scholars by integrating the
organizational culture dimensions with practical, measurable outcomes of innovation. It
provides a valuable contribution by bridging theoretical perspectives on organizational
behavior with empirical data from the Indonesian manufacturing sector, an area often
underrepresented in innovation

One of the main limitations of this research is its focus on manufacturing companies
in Indonesia, which may limit the generalizability of the findings to other industries or
geographical contexts. Additionally, the study's cross-sectional design does not allow for
the observation of long-term cultural shifts and their impact on innovation. Future research
could address these limitations by conducting longitudinal studies to explore how
organizational culture evolves over time and continues to influence innovation. Expanding
the sample to include a more diverse set of industries and regions could further validate
the findings and provide insights into the global applicability of the identified cultural
factors in fostering innovation.
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