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Abstract
Purpose. This study aims to examine the impact of innovative technologies on organizational performance. 
It investigates relationships between digital innovation, digital capabilities and innovation propensity, 
assessing how these factors collectively drive organizational performance.
Design/methodology/approach. To fulfil the stated objective, the data were collected using an online 
survey from 99 employees working in companies operating in manufacturing, trade, distribution and 
service sectors.
Findings. The results indicate that digital innovation, digital capabilities and innovation propensity have a 
positive and significant impact on organizational performance.
Originality. This study contributes to the literature by providing empirical evidence on the integrated role 
of innovative technologies in improving organizational performance. It expands existing knowledge by 
examining multiple technological and organizational factors simultaneously.
Keywords: digital innovation, digital capabilities, innovation propensity, organizational performance.

Introduction 

Presently, enterprises operate in a market envi-
ronment characterized by uncertainty and constant 
change. Chen Y., Wang Y., Nevo S., Benitez-Amado 
J and Kou G. (2015) stated that in the era of globaliza-
tion, firms are required to adopt strategies to remain 
competitive and achieve high performance. In such 
unstable conditions, organizations need to continu-
ously reassess their strategic priorities and approach-
es to resource allocation to ensure long-term sustain-
ability. Increasing competition compels companies 
to invest in innovative practices and technologies.

Therefore, enterprises should act proactively by 
adopting technologies that enable product improve-
ment and diversification. Accordingly, this allows 
them to strengthen their competitive position and 
enhance their organizational performance (Pinho and 
Ferreira, 2017). The active adoption of innovative 
technologies not only improves operational perfor-
mance but also enhances a company’s ability to re-
spond quickly to market changes. In rapidly evolving 
markets, innovation flexibility is an important factor 
for growth.

Organizational performance is commonly de-
fined as an organization’s ability to achieve its goals 

through the efficient use of available resources (Daft, 
2000). In this regard, prior research emphasizes that 
effective utilization of technological resources plays 
a crucial role in improving firm performance and 
enhancing the ability to identify and exploit new 
business opportunities (García-Morales V., Bolívar-
Ramos M., and Martín-Rojas R., 2013). In addition, 
performance is evaluated through both financial and 
non-financial indicators, reflecting the multidimen-
sional nature of organizational success.

In the study by Lawless, M.J. and Fisher, R.J. 
(1990), it is stated that firm’s competitive advantage 
often stems from its capabilities and innovative pro-
pensity in developing new products. The develop-
ment of these capabilities leads to an increase in prod-
uct innovation and contributes to the firm’s overall 
innovation achievements (Guan, J., 2002). Compared 
to low-performing firms, high-performing firms gen-
erally possess stronger innovation propensity. In-
novation propensity is defined as the skills to learn, 
improve and effectively utilize existing technologies, 
as well as the knowledge and experience required to 
develop new technologies. Such adaptability reflects 
on an organization culture that is oriented toward 
experimentation and continuous improvement. Com-
panies that support knowledge sharing and creativity 
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are more capable of transforming ideas into imple-
mented innovations in the market.

Furthermore, companies have begun to realize 
the importance of reconsidering their activities and 
strategies in order to adapt to the requirement of the 
“new normal” (Loureiro, Ferreira & Simões, 2021). 
Enterprises have started to implement digital tools to 
optimize the efficiency of their processes and to en-
sure the stable operation of their businesses. As a re-
sult, in unstable and uncertain market conditions, the 
importance of digital capabilities in increasing and 
interest continues to grow (Zhen, Yousaf, Radulescu 
& Yasir, 2021). Digital capabilities facilitate data-
driven decision making and increase organizational 
agility. 

Understanding how digital innovations influence 
the organizational environment enables enterprises 
to enhance their organizational performance and 
achieve strategic objectives. For this study, we con-
ducted a survey to examine the impact of digital inno-
vation, digital capabilities and innovation propensity 
on organizational performance. This research seeks 
to provide empirical evidence on how these factors 
interact and to offer practical insights for improving 
organizational performance through the adoption of 
innovative technologies. The findings of this research 
will have significant practical implications for man-
agers aiming to enhance organizational performance 
and competitiveness through technological develop-
ment.

Literature review

Organizational performance is a comprehensive 
concept that describes the extent to which an organi-
zation achieves its strategic objectives. Daft (2000) 
defines organizational performance as an organiza-
tion’s ability to achieve its goals through the efficient 
use of available resources. In contemporary research, 
organizational performance is measured through 
both financial and non-financial indicators. From this 
perspective, performance directly depends on the or-
ganization’s internal capabilities and its level of ad-
aptation to the external environment.

A firm’s ability to adapt is mostly determined 
by its level of digital innovation. In the context of 
research, digital innovation is defined as use of in-
formation and communication technologies to cre-
ate new and improved products, processes, business 
models, marketing and organizational methods (Ahu 
Tuğba Karabulut, 2020). The implementation of in-
novative technologies enables enterprises to enhance 
product quality, diversify markets and strengthen 

their competitiveness (Shan, Song, & Ju, 2015).
Innovation is closely related to an organization’s 

internal strategies. Organizations must be technolog-
ically innovative to remain competitive. The authors 
argue that development of innovative technologies 
and the formation of core competencies constitute the 
foundation of long-term competitiveness. Further-
more, the effective utilization of digital capabilities 
enables enterprises to adapt to market changes and 
achieve sustainable performance outcomes.

In this context, digital capabilities play a crucial 
role. In general, digital capabilities are defined as a 
firm’s ability to integrate, build and reconfigure in-
formation technologies with organizational resources 
and competencies; this capability enables the com-
pany to anticipate the strategic and operational re-
quirements of the business environment and respond 
to them appropriately (Baiyere, A., Salmela, H., Ni-
eminen, H., & Kankainen, T., 2025).

In addition, innovation propensity is defined as 
the degree to which an organization strives to achieve 
an innovation environment through innovations that 
support organizational architecture (Dobni, 2008). 
Organizations with a strong innovation propensity 
are more capable of adapting to technological chang-
es and achieving sustainable performance through 
digital capabilities.

Accordingly, innovation propensity contributes 
to the development of digital capabilities, digital 
capabilities enhance digital innovation, and digital 
innovation leads to enhanced organizational perfor-
mance.

Digital innovation and organizational perfor-
mance

The relationship between digital innovation and 
organizational performance has been widely inves-
tigated in the literature, but the findings are not en-
tirely consistent or conclusive (A. Oke, 2007). Some 
researchers have suggested that this relationship may 
be negative, as innovation involves high costs, uncer-
tain investment returns. For example, in the study by 
Terwiesch and Lonch (1998), the authors emphasize 
that innovation intensity may have a negative or no 
significant effect on firm profitability.

 Nevertheless, numerous studies indicate a posi-
tive relationship between digital innovation and or-
ganizational performance. For instance, Capon et al. 
(1990) emphasize that firms investing in innovation 
tend to achieve better organizational performance. 
Market responses also support this positive effect. 
Chaney and Devinney (1992) demonstrate that pub-
lic announcement of innovative announcement gets 
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positive market reactions. Similarly, Oke (2007) 
demonstrated a direct positive relationship between 
innovation and organizational performance. In ad-
dition, in the study by Zhang et al. (2014), it was 
stated that firms receiving innovation awards tend 
to perform better financially, further confirming the 
benefits of innovation. Moreover, Yoo (2010) stated 
that digital innovations enhance organizational per-
formance and encourage maintaining the attractive-
ness of core offerings as well as creating additional 
sources of revenue. 

Overall, literature largely supports the notion that 
digital innovation positively influences organization-
al performance.

Accordingly, we propose the following hypoth-
esis:

H1: Digital innovation has a positive effect on 
organizational performance.

Digital capabilities and organizational perfor-
mance

Digital capabilities enable organizations to ef-
fectively utilize the large amount of information 
obtained from their environment and implement 
technology in alignment with organization’s value 
proposition (Gobble, 2018). Therefore, as Osman-
bekov, Bello & Gilliland (2002) indicate firms need 
to adopt digital tools to improve their operations and 
respond quickly to market changes. 

Organizations need to properly understand how 
necessary technological and innovative changes 
are to successfully implement digital innovation. 
If a company timely recognizes the importance of 
new technologies and integrates them into its opera-
tions, it can enhance its organizational performance. 
Digital capabilities enable organizations to take 
advantage of new opportunities and improve their 
activities. Lyytinen, Yoo and Boland (2016) define 
digital capabilities as digital systems that generate 
new outcomes and structures without involvement 
of external parties and without deliberate planning 
by the system creator. In other words, these are not 
only technological tools, but also important resourc-
es that support the development and adaptability of 
organizations.

Furthermore, recent studies show that the rela-
tionship between digital capabilities and organiza-
tional performance is not always clear. This depends 
on how effectively an organization utilizes its digital 
capabilities and how they are applied through busi-
ness intelligence and analytics (BI&A), as these tools 
allow organizations to monitor their environment and 
make timely strategic decisions. 

In the study by Heredia et al. (2022), it was stated 
that there is a positive relationship between digital 
capabilities and organizational performance. Addi-
tionally, in the study by Khin and Ho (2020) it was 
argued that digital capabilities have a positive impact 
on organizational performance.

Accordingly, we propose following hypothesis:
H2: Digital capabilities are a positive and sig-

nificant indicator of organizational performance.

Innovation propensity and organizational per-
formance.

Innovation propensity refers to an organization’s 
inclination to adopt new approaches and strategies 
to achieve long-term sustainable competitive advan-
tage. In the study by Kenedy (2007), innovation was 
described as an organization’s ability to attain sus-
tainable competitive advantage through innovative 
practices and strategies. This concept is not limited 
to the introduction of new products. It encompasses 
the organization’s overall strategic orientation and its 
tendency toward innovativeness.

As indicated in business management research, 
innovation is considered one of the key determinants 
of organizational performance (Dunk, 2011). The 
positive impact of innovation propensity on organi-
zational performance has been extensively studied 
in existing literature. The introduction of innovative 
methods into management systems enabled more effi-
cient utilization of resources, which in turn improves 
organizational (Damanpour, Walker and Avellaneda, 
2009; Sako, 2012).

Accordingly, innovation propensity supports de-
velopment of a organization’s digital capabilities. 
Enterprises that focus on innovation tend to adopt 
innovative technologies actively and integrate them 
with their strategies.

In the study by Hult Ketchen (2001), it was stated 
that an increase in innovation propensity contributes 
to improved firm performance through enhanced 
market orientation, which in turn leads to increased 
organizational performance.

Accordingly, we present the following hypoth-
esis:

H3: Innovation propensity positively affects or-
ganizational performance through digital capabili-
ties.

Methodology

This study selected the appropriate sample size of 
12 companies, operating in the manufacturing, trade, 
distribution and service sectors (including IT and 
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logistics). The study aimed to examine the relation-
ships between variables by testing hypotheses. For 
this purpose, data were collected through an online 
survey using Google Forms. As a result, 99 respon-
dents completed the questionnaire, of whom 67.7% 
were women, while 32.3% were men. The age dis-
tribution of the respondents was as follows: 27.3% 
were between 18-25 years, 18.2% were between 26-
35 years, 11.1% were between 36-45 years, 32.3% 
were between 46-55 years and 11.1% were over 56 
years old. The participating companies varied in size, 
providing broader industry representation.

Measures
The research constructs were developed based on 

previous studies and pilot testing. To conduct the sur-
vey, we use a multiple-item method. The constructs 
were based on a Likert scale ranging from “strongly 
disagree” to “strongly agree”. 

Organizational performance
According to the study by Lee, H., & Choi, B. 

(2003), the Organizational performance variable 
was measured using 5 survey items and 6-point 
Likert scale. The sample item of this scale is: “Our 
company’s overall profitability is higher compared 
to competitors”. The Cronbach’s alpha for this scale 
was 0.792.

Digital innovation
The questions for Digital innovation were 

adapted from Khin, S., & Ho, T. C. F. (2018) and de-

scribed using 6 survey items and 5-point Likert scale. 
The sample item of this scale is: “The quality of our 
digital solutions is superior to that of our companies”. 
The Cronbach’s alpha for this scale is 0.716.

Digital capabilities
Digital capabilities variable, as indicated in the 

study by Khin, S., & Ho, T. C. F. (2018), was mea-
sured using 5 survey items and a 5-point Likert scale. 
The sample item of this scale is: “Our company can 
respond effectively to that demands of digital trans-
formation”. The Cronbach’s alpha for this scale is 
0.801. 

Innovation propensity
According to the study by Dobni, C. B. (2008), 

Innovation propensity is described using 9 survey 
items and a 7-point Likert scale. The sample item of 
this scale is: “Innovation is one of core values of our 
organization”. The Cronbach’s alpha for this scale is 
0.829.

All items were measured reflectively. Since data 
were collected through an online survey, the confi-
dentiality of respondents was ensured, and the data 
questionnaire was carefully designed to minimize 
potential methodological bias.

The research data were analyzed using SmartPLS 
4.0, as this software is suitable for applying the PLS-
SEM method. It also allows for assessing reliability 
and validity of constructs and analyzing structural 
models.

Our results produced the following model:

Figure 1
Research Model

Digital innovation

Digital  
capabilities

Innovation  
propensity

Organizational 
performance 

Results 

The measurement model was evaluated by ex-
amining indicator reliability, internal consistency 
and convergent validity. To ensure the reliability 
and convergent validity of the measurement model, 
several indicators (DI3, DI4, IP5, IP6 and IP8) were 

removed, as their factor loadings were below the rec-
ommended threshold of 0.6. After removing these 
low-loading items, all remaining indicators exhibited 
factor loadings above 0.7, confirming strong indica-
tor reliability. 

As shown in Table 1, Cronbach’s alpha values 
for all constructs were above 0.7, ranging from 0.716 
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to 0.829, which indicates high internal consisten-
cy. Furthermore, composite reliability (CR) values 
ranged from 0.822 to 0.875, which exceeds the mini-
mum threshold of 0.7. Average variance extracted 
(AVE) values for all factors were above 0.5, ranged 
from 0.536 to 0.558. This shows that the questions 
effectively measure the constructs, confirming con-
vergent validity. 

To test discriminant validity, we used the 
Fornell-Larcker criterion. According to this crite-
rion, the square root of the AVE for each construct 
should be greater than its highest correlation with 
any other construct. Results in Table 1 show that 
AVE square roots are greater than the correlations 
between constructs, which confirms the discrimi-
nant validity. 

Table 1 
Summary of construct validity, reliability and correlation matrix

Construct Digital 
innovation

Innovation 
propensity

Digital 
capabilities

Organizational 
performance CR AVE α

Digital innovation 0.732 0.822 0.536 0.716
Innovation propensity 0.627 0.734 0.875 0.539 0.829

Digital capabilities 0.684 0.674 0.747 0.863 0.558 0.801
Organizational performance 0.631 0.729 0.720 0.740 0.858 0.547 0.792

To test the proposed hypothesis, a bootstrapping 
procedure with 5000 resamples was performed to 
evaluate the significance of the path coefficients. The 

results of the structural model assessment, including 
path coefficients, t-statistics and p-values are summa-
rized in Table 2. 
Table 2 

Hypothesis testing result

Hypothesis Direct effect Std 
Estimate S.E. C.R. P Support

H1
Digital innovation 
– organizational 

performance
0.261 0.117 2.227 0.026* Yes

H2
Digital capabilities 

– organizational 
performance

0.542 0.126 4.292 0.000*** Yes

 

Mediation effect

Path 
coefficient A

Path 
coefficient B

H3

Innovation propensity 
– Digital capabilities 

– Organizational 
performance

0.674 0.542 0.365 0.106 3.437 0.001*** Yes

Notes: t-values > 1.65* (p < 0.1); t-values > 1.96** (p<0.05); t-values > 2.57*** (p<0.001)

All three hypotheses were statistically validated. 
First, digital innovation was found to have a signifi-
cant positive impact on organizational performance 
(β = 0.261, t = 2.227, p < 0.05). That is, the more 
an organization invests in and implements innovative 
digital solutions, the better its organizational perfor-
mance becomes.

Second, the analyses revealed that the relation-
ship between digital capabilities and organization-
al performance was also positive and significant 
(β  =  0.542, t = 4.293, p < 0.001). 

Third, the mediation analysis confirmed that in-
novation propensity significantly leads to better or-
ganizational performance through digital capabilities 
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(β = 0.365, t = 3.437, p < 0.001). In other words, a 
company’s desire to innovate leads to better perfor-
mance by pushing the organization to build digital 
skills and tools.

Consequently, the statistical analysis confirms 
validity of all three hypotheses within the proposed 
research model.

Discussion and conclusion

This study provides a comprehensive analysis 
of the impact of digital innovation, innovation pro-
pensity and digital capabilities on organizational 
performance. The empirical results confirm that all 
proposed hypotheses are supported. The findings 
demonstrate that these factors play a significant role 
in enhancing organizational performance.

First, the results confirm that digital innovation 
has a positive effect on organizational performance. 
Digital innovation enables organizations to maintain 
the attractiveness of their core offering, generate new 
sources of revenue and quickly adapt to changing 
market conditions (Yoo Y., 2010). Consequently, 
digital innovation strengthens competitiveness and 
facilitates the achievement of strategic objectives.

Second, the findings indicate that innovation 
propensity influences organizational performance 
through digital capabilities. In other words, when 
supported by strong digital capabilities, an organiza-
tion’s readiness to embrace new ideas and develop 
innovations translates into concrete performance out-
comes. Innovation propensity creates the foundation 
for the effective adoption and utilization of digital 
tools, thereby promoting efficient resource allocation 
and improved managerial processes.

Third, digital capabilities were found to be a sig-
nificant and positive indicator of organizational per-
formance. The effective use of digital technologies 
enhances operational processes, improves decision-
making quality and increases overall productivity.

Overall, the study highlights the importance of 
promoting digital innovation, cultivating an inno-
vation-oriented culture and systematically develop-
ing digital capabilities to improve organizational 
performance. The interaction among these factors 
enables organizations to achieve sustainable com-
petitive advantages and successfully implement 
long-term development strategies. In addition, the 
research findings empirically validate the integrated 
relationship among digital innovation, innovation 
propensity and digital capabilities, therefore enrich-
ing the current academic literature. From a practical 
perspective, the results provide guidance for man-
agers in developing strategies that support digital 

transformations initiatives and enhance organiza-
tional performance 

Practical implications
According to the results of this study, the imple-

mentation of innovative technologies in companies 
provides effective practical guidance for managers and 
employees. Companies need to strategically integrate 
digital technologies into business processes to increase 
organizational performance. Employee training, the 
development of modern technologies, and digital in-
frastructure help maintain competitive advantage. 
Managers should develop long-term strategies that 
support innovation-based development. Building an 
innovation-oriented organizational culture increases 
employees’ readiness to adopt new digital solutions. 
The results also show that organizations in the manu-
facturing, trade, distribution and service sectors can 
benefit from systematic digital transformation prac-
tices. Overall, the study highlights the importance of 
developing digital innovation, digital capabilities, and 
innovation propensity to improve sustainable develop-
ment and organizational performance. 

Limitations and future research
This study has several limitations that should be 

acknowledged. First, the research was conducted only 
within a specific geographical region and involved a 
limited number of enterprises. Therefore, the appli-
cability of research results to other enterprises is lim-
ited. Second, the data were collected using Google 
Forms, it is not possible to be fully confident in the 
sincerity and objectivity of the respondents.

Future research should consider expanding sam-
ple size by including a larger number of enterprises 
and respondents from diverse regions and sectors. It 
is also effective to identify sector-specific character-
istics and opportunities through a comparative analy-
sis of different industries. Future research should em-
ploy qualitative methods, such as interviews and case 
studies, as these approaches would provide a deeper 
understanding of how organizations implement inno-
vation processes. In addition, adopting longitudinal 
research approaches would allow research to explore 
the long-term influence of innovative technologies on 
organizational performance. Such approaches would 
provide deeper insights into the sustainability and dy-
namic impact of technological innovation. 
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