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Abstract
This study seeks to address the impact of Innovation Capabilities on Organizational Performance from the
employee’ perspectives of Department of Economic Development In UAE. The study adopted
quantitative approach where data was collected through questionnaire survey and analysed statistically. A
total of 246 responses were received and found to be valid. The model was developed and analysed using
AMOS-SEM software. Confirmatory factor analysis (CFA) function of the software was to assessed the
measurement models and found that all the models achieved goodness of fit. Then path analysis function
was used to assessed structural model and found that of Innovation Capabilities factors have a significant
effect on the Organizational Performance of Department of Economic Development In UAE. Hopefully
the outcome forms this study will benefit the organizations in improving their performance.
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1. Introduction
Organizational performance comprises real results or outputs compared with intended outputs. The analysis focuses
on three main outcomes, first, shareholder value performance; second, financial performance; and third, market
performance. “In general, the concept of organizational performance is based upon the idea that an organization is
the voluntary association of productive assets, including human, physical, and capital resources, for the purpose of
achieving a shared purpose (Chen et al, 2015). Those providing the assets will only commit them to the organization
so long as they are satisfied with the value they receive in exchange, relative to alternative uses of the assets. As a
consequence, the essence of performance is the creation of value. So long as the value created by the use of the
contributed assets is equal to or greater than the value expected by those contributing the assets, the assets will
continue to be made available to the organization and the organization will continue to exist. Therefore, value
creation, as defined by the resource provider, is the essential overall performance criteria for any organization. How
that value is created is the essence of most empirical research in management. Conversely, how that value is
measured is the essence of this research. The evidence on innovation and performance suggests a positive effect on
productivity and growth, in particular positive impact to the customers (Coccia, 2016). In addition, some authors
found that innovation has a positive effect on the sales growth but not on a positive relationship between the level of
productivity and innovation. Organizational innovation significantly contributes to the performance, productivity
and improvement of new goods and services and hence competitiveness and growth.
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“Although it is generally accepted that innovation has contributed to the business performance, companies
must adopt some types of innovation over time that enable them to achieve a competitive advantage and enhance
their performance (Dangelico et al, 2017). The organizations that have greater innovation will achieve a better
response from the environment, find it easier to improve organizational performance capabilities and consolidate a
sustainable competitive advantage. Innovation has a direct impact on organizational performance.
“The UAE's economy is continuing to rely on the hydrocarbons sector to drive growth, but the nonoil
sector is going to become increasingly important, especially in the near future when several major industrial projects
will come on stream. In fact, the large projects include the petrochemicals city, Al Gharbia Chemicals Industrial
City, which was due for completion in 2015 (a business of USD20bln), but also the considerable expansion of
Emirates Aluminium (EMAL) at the end of 2014. In the post 2009 recovery, the major drivers of the non-oil sectors
have become trade, tourism, logistics and manufacturing. However, the road of UAE towards a diversified
knowledge economy is not completed yet, so the next section will examine the characteristics of a knowledge
economy and the ways to achieve a diversified and well-developed knowledge economy. However, Government
innovation plays an essential role in enabling public sector entities to provide customers and businesses with highly
efficient services at a lower cost. The 7 innovation priority sectors in UAE are; renewable and clean energy,
transportation, technology, education, health, water and space. Organizational culture represents a system of shared
values and beliefs that affect organizational members’ expectations, and the ways in which they make sense of their
organization and its environments, including its competitive landscape (De Vries et al, 2016). Organizational culture
could be a strategic asset for the organization performance in that it increases the adaptability of and fit between an
organization and its environment (Gunasekaran et al, 2017). In order to capture the complexity of the cultural
phenomenon, in this study we chose to include three different cultural types. Ali et al( 2016), identified three
separate organizational cultures: innovative/entrepreneurial cultures, where challenge and risk-taking are the norm;
bureaucratic cultures, with clear lines of responsibility and authority; and supportive cultures, where the work
environment is typically friendly and accommodating. The aim of the study is to propose framework for the impacts
of innovation capabilities on organizational performance through organizational culture in the department of
economic development in United Arab Emirate. Nonetheless, due to the lack of research in literature related to
innovation capabilities and organizational performance of economic development in the United Arab Emirates, there
is a discrepancy between innovation capabilities factors that affect organizational efficiency. The purpose of this
study is to fill the gap by developing a model to understand the factors that influence organizational performance in
the United Arab Emirates economic development. Although there are numerous conceptual studies have been tested
in extant literature studies are limited with numbers and depth of the analysis. Most of the studies have investigated
the relationship between innovations typologies, innovation performance mainly linked with the manufacturing
sector (Ali et al, 2016). The studies related to the service sector have made the investigation linked with the
company business strategies with the perspective of innovation. However, there is less concerned on the innovation
capability under-examined within the service sector. On the other hand, most of the researchers have recommended
the future study have to focus on the innovation capability and organizational performance.

2. literature review
There are “various ways of defining innovation. First, Schumpeter (1934) defined innovation in various aspects such
as in terms of the introduction of new goods, methods, procedures, market and structure of an organization, which
means a new combination of fundamental resources (Azar and Ciabuschi , 2017). Also defined innovation as a new
combination of fundamental elements of production. In fact, innovation is a process of recombining existing things
or resources.” By and large, innovation is considered to be the process of applying discoveries and new concepts;
this process results in introducing new outcomes, products and processes. Much of the innovation literature has
viewed innovation as the process of using new technology to develop new products. However, innovation is broader
than this definition, since it may mean successfully applying a new idea in an organization, no matter where it
occurs within the organization. Took a different approach in defining innovation; they believe that innovation refers
to the process of newly combining the main factors of production and injecting them in the system. Innovation is
about the skills of implementing and managing research so as to use a new technology to come up with new
products in the market that meet customer needs. On the other hand, views innovation in terms of activities that
depend on technical and physical knowledge. Those activities should result in the formation of “product
development routines”. Share the view that innovation is not restricted to the procedure of developing a new
product, but it can also apply to the development of new processes and strategies, as well as coming up with new
business ideas. They also state that innovation activities are not only a result of research centres but can occur
anywhere within an organization. Defined innovation as the knowledge process that has a target of creating new
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knowledge so as to develop commercial solutions. Innovation here is a process that includes knowledge possession
and sharing so as to create new knowledge. The author added that “innovation is the adoption of an idea or
behaviour that is new to the organization.” Innovation is all about creating new ideas and knowledge that help
business to achieve new outcomes, by improving business structures and processes from the inside to create
products that meet market needs (Forés et al., 2016).

3. Research methodology

The data collected from field surveys were empirically analysed by employing SPSS and Structural Equation Model
(SEM) of Analysis of Moment Structures (AMOS) software. Data analysis was conducted in three phases where in
the first phase the data examined respondent demography and its reliability descriptively using SPSS. The second
phase involved a confirmatory factor analyses to specify, test, and revise the measurement models variables using
SEM-AMOS. The final phase examined the estimations of the structural model also using SEM-AMOS to evaluate
the impact of Innovation Capabilities on Organizational Performance of Department of Economic Development In
UAE.

4. Data analysis and discussions
For the analysis of this study, the assumptions of normality at the univariate level, and the multivariate level were
examined. The recommended value scores for skewness and kurtosis of items should be in the measurement
between -1 to +1. The items that scored the acceptable range of -1 to +1 considered that the assumption is satisfied
and indicates that there is no deviation from data normality from the Confirmatory Factor Analysis Results. Since
the uni-dimensionality, reliability and validity of the research constructs were determined, the analysis model of the
next stage of the entire constructs must go through the analysis of structural equation model using Analysis of
Moment Structure (AMOS). The exogenous and endogenous variables in the research assessment framework were
arranged with the exogenous variables and the endogenous variables at the end. The connection between each
construct is then represented as an arrow in the hypotheses model as presented in Figure 1. However, the model was
then used to analyse the multidirectional relationships within the entire research constructs. The goodness-of-fitness
indices for the structural measurement models were then presented in Table 1 which shows that the indices are
acceptable. Hence, Figure 1 presented the final structural model for entire research constructs which shows perfect
compliance with the goodness-of-fitness for the structural Model.
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Figure 1: Structural Model
Figure 1 shows the structural model presenting a standardized regression coefficient for the entire research
constructs. The final structural measurement model provided the analysis of the causal effect (impact) for the
multiple constructs in the path diagram. The fitness indices for the structural model reflects the level of fit for the
hypothesised model with the data at hand. It was observed and analyses to see whether the values are satisfactory
and within the established acceptable level of fitness indices. The standard regression weights are indicated with the
estimates of beta coefficient, which measures the impact of the primary constructs; exogenous variables (Innovation
Capabilities) and endogenous variable (Organizational Performance of Department of Economic Development In
UAE).
The output from Figure 1 shows the standardized regression coefficient values with its R2 which are equal
to 0.69. The Analysis Moment of Structures (AMOS) used for the structural equation modelling in this study
produces typically two types of outputs and these are standardised regression weights and unstandardised regression
weights for the path analysis. However, the standardised regression weights are used to adopt the relationship for the
entire constructs of the research framework and subsequently for testing the research hypotheses as it has been
recommended to make it easier to interpret. The criteria for evaluating the structural model includes squared
multiple correlations (R2) and path co-efficient (β) of each path. The R² of an endogenous variable can be assessed
as substantial if (R² ≥0.26); moderate if (R² ≥0.13); and small if (R² ≥ 0.02). From Figure 1, it is perceived that R² of
the endogenous latent variable (Organizational Performance of Department of Economic Development In UAE) is
0.69 which shows that the developed model has substantial explaining power. In assessing the path co-efficient, β
values of all structural paths were compared and if the higher the path co-efficient values, the significant the effect
on endogenous latent variables.
Table 1: The Fitness Indexes for the Proposed Structural Model
Name of Index
Chisq/df
TLI
CFI

Level of Acceptance
Chisq/df ≤ 3
TLI ≥ 0.9 means satisfactory
CFI ≥ 0.9 means satisfactory fit.

Index Value
1.609
0.906
0.914
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NFI
GFI
RMSEA

NFI ≥ 0.80 suggests a good fit
GFI ≥ 0.80 suggests a good fit.
RMSEA ≤ 0.08 mediocre fit.

5. Hypotheses Testing Results

0.803
0.835
0.048

The required level is achieved
The required level is achieved
The required level is achieved

The data generated from the structural modelling are evaluated according to the model relationship hypotheses and
the generated results are as presented in Table 2. The results outlined the outcome of every respected path in the
structural model.
Table 2: Path results of the structural Model
Organizational
Culture
Organizational
Culture

<--<---

Organizational
Culture

<---

Organizational
Culture

<---

Organizational
Culture

<---

Organization
performance

<---

Path

CR

p-value

Vision and strategy

1.371

.170

1.154

.249

2.724

.006

2.406

.016

2.084

.037

11.660

***

Organizational intelligence
Creativity
management

and

idea

Management of technology
Organizational structure and
system
Organizational Culture

Status
Not Supported
Not Supported
Supported
Supported
Supported
Supported

Note: * p < 0.05; ** p < 0.01; *** P< 0.001.

Every path’s hypotheses in this research were presented accordingly as following:
Testing of research hypotheses was conducted to achieve the objective no two and three. The comprehensive review
of literature facilitated the earlier presented hypothesised research model. The hypothesised result in the Table 3
outlined the outcome of every respected path in the structural measurement model. Therefore, every path’s
hypothesis in this research is presented accordingly in the next paragraphs.
H1: There is a relationship between vision and strategy and organizational Culture. Table 3 depicts the ‘results’ to
test this hypothesis of the independent vision and strategy factors on the dependent Organizational Culture and
presents the pulled information of the results for the construct of vision and strategy factors in this research.
Table 3: Hypothesis of vision and strategy Factors Results
S/N
1
2
3
4
5
6
7
8
9
10

Information to Draw Deduction
Factor loading
Squared multiple correlation
Fitness indices
Correlation coefficient
Standardized beta
Average Variance Extracted (AVE)
Composite Reliability (CR)
Modification Index
Direction of relationship
Significance level

Status
Achieved
Achieved
Achieved
Achieved
Achieved
Achieved
Achieved
Achieved
Achieved
Achieved

In the same vein, the research’s result found that vision and strategy factors (p = 1.70 > 0.05) have not a
significant impact on organization performance. Therefore, the hypothesis is not empirically supported by this
research.
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H2: There is a relationship between organizational intelligence and organizational Culture. Unlike uni-variate
analysis (that depends on one information to make deductions), bi-variate analysis (that depends on two information
to make deduction), SEM being a multivariate analysis tool depends on three or more information to make
deductions.
Synthesizing this hypothesis relative to all this information required to make deductions, the results that achieved the
recommended values are: Factor loading; Squared multiple correlations; Fitness indices; Correlation coefficient;
Standardized beta; Average Variance Extracted (AVE); Composite Reliability (CR); Modification Index and
direction of relationship. The only item that did not achieve the recommended value is significance level. Based
upon all such, it may be convenient to state that the hypothesis is supported. The research’s result found that
organizational intelligence factors (p = 0.249 > 0.05) have no significant impact on organizational performance of
department of economic development within UAE environment. H3: There is a relationship between creativity and
idea management and organizational Culture. In the same vein, the research’s result found that creativity and idea
management factors (p = 0.006 < 0.05) have a significant impact on organizational performance of department of
economic development in UAE. Therefore, the hypothesis is empirically supported by this research. H4: There is a
relationship between management of technology and organizational Culture. As presented in the Table 3, research
outcome shows that management of technology factors construct (p = 0.016 < 0.05) is significant and have direct
effect on organizational performance of department of economic development in UAE. The outcome of this research
showed a strong support for hypothesis H4 as demonstrated in the final structural measurement model. By
implication, therefore, the research finding showed that the management of technology has a significant impact on
organizational performance. H5: There is a relationship between organizational structure and system and
organizational Culture. The result shows that organizational structure and system construct factors (p = 0.037 <
0.05) is significant to impact organizational performance of department of economic development in UAE.
Therefore, hypothesis H5 is supported. H6: Organizational culture as a mediating effect the relationship between
innovation capability and organizational performance. As presented in the Table 3, research outcome shows that
innovation capability factors construct (p = 000 < 0.05) is significant and have direct effect on organizational
performance. The outcome of this research showed a strong support for hypothesis H6 as demonstrated in the final
structural measurement model. Findings of the hypothesis for this research are also checked and the results of the
information to make deduction of the hypothesis are remarkable. This research finding supported the past empirical
outcome.
In summary and by implication, innovation capability that have direct affect to organizational performance
are found to be a great outcome to department of economic development in UAE. This research finding supported
the past empirical outcome. H7: Innovation capability has relationship with organizational performance has
supported by this research. In conclusion, earlier in the course of highlighting the problem statement of this research.
Organizational Culture between Innovation Capabilities and Organizational Performance of were found to be
capable of having influence on organizational performance of department of economic development in UAE. From
the foregoing therefore, with reference to the relationship between the objectives of this study, the structural
measurement model and the hypotheses set for this study, it could be said that as it has been proven that
Organizational Culture Between Innovation Capabilities capable of influencing of Organizational Performance, the
study has provided proof that any effort made to improve the influential factors on Organizational Performance
using this study is a step believed to be taken in the right direction

6. Conclusion
This paper presents presented data collection and its descriptive analysis to provide an insight perspective of
respondents regarding the factors affecting organizational performance of department of economic development in
UAE. Data collection involved a questionnaire survey. Prior to the actual questionnaire survey, a pilot study was
conducted to verify factors which identified from a literature review in relevance with organization performance.
The paper explained data analysis using CFA model; the use of a structural equation modeling approach utilizing
AMOS was employed. Structural equation modeling was conducted in two stages, the measurement model and the
structural model. In the first stage, the fit of each measurement model was assessed by using a CFA to make sure
that each one was uni-dimensional. At this stage the assessment of the measurement model was made with reference
to the following pattern of results: (1) indicators specified to measure a proposed underlying factor all have
relatively high standardized loadings; (2) estimated correlations between the factors were not higher than .85; (3) the
modification indices that show high covariance and demonstrate high regression weights were deleted; and (4) the
overall fitness indices suggest acceptance of the model. The modified measurement model provided adequate fit to
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the data and all indicators were highly loaded on their specified factors. Each factor construct was then tested for
reliability and validity. In regards to reliability, Cronbach alpha and CR were examined. Results obtained indicated
that all constructs were reliable. In addition, in order to confirm the validity for each construct, convergent and
discriminant validity were also assessed. Strong evidence was found for considering the constructs in this study as
valid and adequate for use in the next stage (structural model) to test the hypotheses
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