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ABSTRACT

This paper aims to examine the influence of hierarchy and market cultures on firm’s innovation orientation. Also, it explores the moderating roles of
the two decision-making logics, which are causation and effectuation on the relationship between hierarchy and market organizational cultures and
innovation orientation. The current study extends past research on organizational culture and innovation, by being most likely the first study to examine
the extent to which the relationship between hierarchical culture and SME innovation orientation is moderated by causal logic; and the extent to which
effectual reasoning moderates the relationship between market culture and the innovation orientation of SMEs. The study utilizes survey data from
206 small and medium sized enterprises (SMEs) in the manufacturing and services sectors of the United Arab Emirates (UAE), that is analyzed using
SmartPLS. The results of this study suggest that causation moderates the relationship between hierarchical culture and SME innovation orientation.

Furthermore, market culture is only positively related to SME’s innovation orientation when effectuation moderates the relationship.
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1. INTRODUCTION

The current competitive business environment is significantly
shaped by the technological and globalization aspects of the market
which provided new possibilities for reinforcing development of
small and medium-sized enterprises (SMEs) (Ahmedova, 2015;
Simpson et al., 2012). Defining SMEs can be complex as their
criteria vary depending on the countries and industries. SMEs
are vital to global economies, driving innovation, job creation,
economic growth, and industrial development in many countries
(Muhammad et al., 2021; Inyang, 2013). SMEs play a crucial
role in the growth and development of the United Arab Emirate’s
national economy. In the UAE, SMEs represent 95% of all
establishments, employing 42% of the workforce, and contributing
40% of the national value added (Gupta and Mirchandani, 2018).
This study will explore the role of organizational market and
hierarchy cultures on SMEs’ innovation orientation in the UAE.

Over the past decade, there has been an increased focus on
prioritizing organizational culture as an essential aspect of
organizations’ daily operations, since it has been discovered
that it can affect company’s performance (Akpa et al., 2021).
Organizational culture is considered as one of the crucial
factors in different organizations, as it can regulate the behavior
of employees, and in some extreme cases it can regulate the
entire organization (Szczepanska-Woszczyna, 2014). Knowing
about the applied culture in the organizations, employees can
learn specific behavioral patterns, achieve the goals, and accept
standards that reinforce consistent success for the organization
(Szczepanska-Woszczyna, 2014). In today’s dynamic business
landscape, innovation is considered as a critical component for
organizations which boosts the organizational performance leading
to successful outcomes. It positively impacts the financial results
that creates competitive advantages, and allow firms to adapt to
constantly changing demands of the market (Garavito Hernandez
and Rueda Galvis, 2021). Innovation orientation plays a crucial
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role in determining the overall organizational performance, thus
organizations are continuously seeking various ways to enhance
their innovation orientation to influence the organizational overall
outcomes (Dobni and Klassen, 2015). However, fostering a culture
that embraces innovation orientation’s aspects can be challenging
for organizations whether the members in organizations are willing
to adopt or resistance innovation interferences (Hult et al., 2004).
Innovation orientation within organizations can be influenced
by several internal and external factors. Organizational cultural
has significant role in shaping the innovation capabilities of
different firms (Naranjo-Valencia et al., 2011). Past researches
on organizational culture and innovation have examined the
relationship between organizational culture and performance
(Shahzad et al., 2017; Chen et al., 2018), strategy (Chen et al.,
2018), leadership (Li et al., 2018; Lousa et al., 2018), creativity
(Auernhammer and Hall, 2014; Ali Taha et al., 2016) and
ambidexterity (Lin and McDonough, 2011). However, despite the
contributions of past researches, there are some important gaps
that make current research inadequate in terms of organizational
culture and innovation orientation relationship.

Causation and effectuation are two fundamental approaches for
decision-making process in organizations. These two concepts play
an essential role in understanding how to develop successful firms
and businesses in this competitive marketplace (Galkina and Jack,
2022). Causation focuses on setting goals and rigorous planning
to achieve the pre-determined goals and vision (Sarasvathy,
2001). While effectuation is more about leveraging existing
resources and creating innovative opportunities by exhibiting
sense of resilience, affordability and flexibility (Hensel and Visser,
2020). These two decision-making approaches are important to
understand the interplay between hierarchy and market cultures
and innovation orientation as they are employed by various firms.
By understanding how causation and effectuation moderate the
relationship between hierarchy and market cultures and innovation
orientation, organizations can strategically employ the benefits of
both approaches when required. Previous research on causation
and effectuation as moderating roles is very limited, with only
few studies which employed these approaches as moderators
such as moderating the relationship between knowledge and the
performance of reverse internationalization (Feng et al., 2021), and
founder team diversity and innovation performance relationship
(Kristinsson et al., 2016). To the best of our knowledge, these
approaches have not been explored as moderators on the
relationship between organizational culture and innovation
orientation, which makes it valuable area for further exploration.

Hence, despite the contributions of past researches, there are
some important gaps that make current literature inadequate.
First, there are limited studies on organizational culture and
innovation orientation. There is a scarcity of research specifically
focusing on the direct relationship between hierarchical culture,
market culture and innovation orientation. Focusing on market
culture, hierarchy culture and innovation orientation is crucial as
these aspects can directly influence how enterprises and business
operate and compete. Market culture, drives competitiveness,
while hierarchy culture ensures stability and efficiency in work
environments (Garavito Hernandez and Rueda Galvis, 2021).

Innovation orientation can foster adaptability and creativity
(Dobni, 2010). These elements can shape an organization’s
capacity to operate well and maintain growth. Third, while
previous literature discusses the role of market and hierarchy
cultures in organizational performance (Deshpandé and Farley,
2004). There is limited research specifically addressing how these
two cultures impact the innovation orientation aspect in Small and
Medium-sized Enterprises (SMEs). Given the significant role of
SME:s in economic growth, it is crucial to understand how these
aspects influence affect SME’s innovation and how they compete.

This study seeks to examine the relationship between hierarchy

and market culture and firm’s innovation orientation. Furthermore,

we propose causation and effectuation as possible moderators
which can influence the direction or strength of the relationship
between hierarchy, market culture and firm’s innovation orientation.

Causation and effectuation are proposed as possible moderators

as both of them represent distinct approaches to decision-making

process especially in entrepreneurial contexts. Causation follows

a goal-oriented process, concentrates on setting pre-defined goals,

and secure resources to meet the assigned objectives (Li et al.,

2020), while effectuation generate new opportunities by utilizing

their current resources and networks rather than depending on

external factors (Mansoori and Lackeus, 2020). It is important to
explore how these approaches can direct or strength the relationship.

Hence, this study addresses the following two research questions:

e  What specific types of organizational culture (i.c. market and
hierarchy) influence the innovation orientation of SMEs in the
UAE?

e What are the relative effects of causation and effectuation
in moderating the relationship between different types of
organizational culture (i.e. hierarchy and market culture) and
firm’s innovation orientation in the UAE?

We conceptualize that hierarchy and market cultures significantly
influence the innovation orientation of firms. With hierarchy
culture, firm’s emphasis on formalized prosses and structured
procedures which can impact the innovation implementation in
best way in firms. While, market culture which focuses on goal
achievement and competitiveness, can encourage an environment
that focuses on innovation to achieve the goals and competitive.
Also, it is crucial to consider the moderating roles of causation
and effectuation on this relationship because these approaches
are essential for decision-making processes. Understanding the
moderating effects can analyze how different organizational
culture contexts interact with decision-making approaches to drive
innovation orientation within firms in UAE.

We utilized survey data from data from 206 respondents working
in manufacturing and services industry firms in the United Arab
Emirates. We used structural equation modeling technique using
the SmartPLS for data analysis. Results suggest that hierarchy and
market culture are not significantly associated with innovation
orientation. However, when causation moderates the relationship
between hierarchy culture and innovation orientation is turns to
be significantly associated. While, when effectuation moderates
the relationship between market culture and innovation orientation
is turns to be significantly associated.
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In this paper, we make several contributions. First, we address
the lack of research specifically examining the impact of market
and hierarchy cultures on SME’s innovation orientation. Second,
this study offers a novel integration of these concepts which
provide a deeper understanding related to organizational culture
and innovation orientation. Third, by introducing causation and
effectuation as moderators, the paper adds a new dimension to
the organizational culture and innovation orientation literature,
particularly in SME’s context. Fourth, the findings of this study
offer practical implications and valuable theoretical insights
for enhancing SME’s innovation orientation in market and
hierarchal cultures, taking into consideration the decision-making
approaches. The rest of the paper is structured as follows: first,
the literature review discusses key concepts such as SMEs,
organizational culture, innovation orientation, causation and
effectuation. The data and method section then outline the research
design, data collection, sampling method and the measures for key
variables. This is followed by the results section which presents
the main findings. Then, the discussion section highlighted the
main concepts of the study. Finally, the conclusion, implications,
limitations and future research are discussed.

2. LITERATURE REVIEW

2.1. Small and Medium Sized Enterprises (SMEs)

Small and medium-sized enterprises (SMEs) are crucial to the
global economy, which can stimulate economic development,
employment and innovation in both developed and developing
countries (Bas¢t and Durucan, 2017). SMEs have important
contributions to economic growth by several ways such creating
employment opportunities, enhancing the financial progress
and enhancing innovation and industrial development in many
countries (Muhammad et al., 2021). Due to these important
contributions of SMEs, many counties are in the process of
investing, creating and implementing new policies that support
and encourage developing, expanding and protecting SMEs
(Bas¢t and Durucan, 2017). Different sectors around the world
concentrate on certain indicators to effectively define SMEs, which
include number of employees, annual turnover rate, ownership
structure, total number of asset and capital investments (Inyang,
2013; Muriithi, 2017). It is difficult to have a common definition
for SMEs, as these definitions can vary from one country to
another depending on the industrial sectors (Simpson et al., 2012).
According to the European Commission definition, small and
medium-sized enterprises (SMEs) are firms with <250 employees
(El Madani, 2018). There are various studies in the literature
about organizational culture and its impact on Small and Medium
Enterprisers (SMEs). Some of these studies draw attention on
significant role that organizational culture on the SMEs in terms of
growth, innovativeness and performance. According to Halim et al.
(2019), organizational culture is highly important in sustaining
innovative culture in SMEs, and how to nurture innovation culture
in SMEs. Similarly, Halim et al. (2014) highlight that leveraging
organizational culture and innovation human capital are crucial
for SMEs innovation performance. They argue that these specific
factors are crucial for the venture creation specially for SMEs.
Hamdan and Alheet (2020), further explore how organizational
cultures impact innovativeness, proactiveness and risk-taking

behaviors in SMEs. In addition, as noted by Szymanska (2016),
there is a close link between organizational culture and the level
of absorption of open innovation in SMEs, where cultures with
attributes such as openness, development, commitment and others
are needed for SMEs to succeed.

2.2. Organizational Culture

Organizational culture can be defined as a set of fundamental
assumptions that can be explored, learned and invented by a
community or group of people to resolve issues with both internal
and external integration (Olan et al., 2019). It can be considered as
the organization’s basic philosophy which involves the common
values, beliefs and standards needed for the organization’s
operations. These values and norms are served as the essential
guidelines that all members of the organizations should follow
when performing their duties (Kenedi et al., 2022) Organizational
culture support’s organizations to reinforce the value system,
control the internal and external affairs and affects the structure
and strategy (Anning-Dorson, 2021). According to Cameron and
Quinn (1999) competing values framework, organizational culture
has four types of cultures which are clan, adhocracy, market and
hierarchy. Clan culture builds an organization with a welcoming
and encouraging atmosphere where employees feel comfortable
to work and treated like family members. The management with
clan culture is focused more on employee’s involvements and their
growth within the work setting. In adhocracy culture, organizations
are mainly known for their innovative and uniqueness work
environment, and by utilizing resources to produce new creative
products and services. The management usually encourages
freedom, risk-taking and innovation (Raziq et al., 2024).
Organizations’ with market culture are likely to obtain high-level
of productivity and efficiency from the employees, and emphasis
on achieving more competitive advantages. Managements who
follow market culture’s characteristics are known to expect high
demands and achievements from employees. Hierarchy culture is
about implementing more formal policies and rules to control how
organizations operate. The management with hierarchy culture
emphasis predictability and stability in relationships (Cameron and
Quinn, 1999; Raziq et al., 2024). Organizational culture has been
recognized as one of the critical factors for enhancing innovation in
firms (Naranjo Valencia et al., 2010). Many studies have explored
the relationship between organizational culture and innovation
(Biischgens et al., 2013; Hogan and Coote, 2014). Organizational
culture has an important role in shaping the innovation capabilities
in firms, in which supportive organizational culture can foster
an environment where innovation and creativity are encouraged
(Naranjo Valencia et al., 2010). However, there is a notable gap
in the existing literature that need to be addressed in order to
provide more detailed and comprehensive understanding about
this relationship, particularly within the SMEs context.

2.3. Innovation Orientation

Innovation orientation can be defined as an organization’s openness
to new ideas and willingness to adapt to changes by implementing
new technologies, administrative systems, skills and resources to
maintain competitive edge and achieve growth (Zhou et al., 2005).
When adopting new ideas, firms may have strong resistance from
inside about not accepting these ideas. Therefore, innovation
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orientation is considered as the key driver for overcoming this
obstacle and enhance firm’s ability to adopt and implement new
processes, systems or products successfully (Hurley and Hult,
1998; Zhou et al., 2005). Innovation orientation emphasizes risk-
taking, creativity, on-going improvements to be able to explore and
implement innovative processes in organizations. It can facilitate
innovation in organizations to implement new ideas, material
artifact or practice (Zhou et al., 2005). It is one of the important
strategic directions to achieve long-term success. (Gatignon
and Xuereb, 1997; Zhou et al., 2005). Innovation orientation
can increase firm’s opportunity to have a better performance.
The achievement and management of Innovation orientation
will require a comprehensive involvement of all elements of
organization’s management processes and activities (Borodako
et al., 2023). By enhancing innovation orientation within firm’s
environment, they will be able to create creative standards that
differentiate them from other competitors, increase customer’s
satisfaction levels and ensure long-term sustainability (Stock and
Zacharias, 2011). Innovation orientation can provide directions and
guidance that will lead to firm to achieve sustainable competitive
advantage (Talke et al., 2011). In addition, innovation orientation
can be considered as a crucial factor to achieve organizational
agility (Ozkan and Salepgioglu, 2022).

According to Dobni (2010), innovation orientation should be
viewed through organizational behavior perspective which is
linked with internal capabilities, and how people interact within
groups which can affect the dynamics and performance of
organizations. Organizational culture is considered as a significant
aspect of organizational behavior which focuses on beliefs, shared
values and perspectives, and practices that impact the organization.
Since innovation orientation plays a critical role in organizations
which impacts firm’s ability to adapt, impalement and sustain new
creative ideas and innovative processes. Therefore, it is crucial
to understand the impact of organizational culture specifically
hierarchy and market cultures on innovation orientation as firm’s
cultures can foster an environment where innovation aspect is
acceptable. Hierarchy culture is characterized by having formal
policies and rules to control how organizations operate, and
clear roles and authority to provide a predictable and stable
environment (Cameron and Quinn, 1999; Raziq et al., 2024).
These characteristics can facilitate the execution of innovative
projects effectively as these clear polices and rules can simplify
the decision-making processes related to innovation. Also, the
formal policies can maintain quality and reduce risks related to
innovative projects in the firms. Moreover, firms with hierarchy
culture are known for their well-defined responsibilities, clear
roles, and formal procedures which can contribute to the innovative
aspects of firms (Cameron and Quinn, 1999; Cosh et al., 2012).
When implementing formal processes such as the Research and
Development (R&D) departments, this allow organizations to
think innovatively in a more structured manner to ensure that
these innovative ideas are systematically studied, implemented
and evaluated (Szopik-Depczynska et al., 2020). Also, hierarchical
firms provide clear communication structures for the employees
which reduce the ambiguity and allow them to present creative and
new ideas, thus will foster innovation in the organization (Keum
and See, 2017). Therefore, we hypothesize:

H1: Hierarchy culture firm is positively associated with innovation
orientation.

Market culture is characterized by obtaining high-level of
efficiency and productivity, achieving competitive advantages,
and expecting high demands and achievements from all members
in organization (Cameron and Quinn, 1999; Raziq et al., 2024).
These characteristics will encourage organizations to outperform
the competitors by seeking out to new opportunities and innovative
ideas which will require innovation orientation aspect in firms. In
order to reach to desired achievements, firms will constantly adapt
innovative aspect to stay ahead of market competitors and achieve
the outstanding goals. Since innovation is considered as one of the
critical components for organizations to boost their performance,
and create competitive advantages (Garavito Hernandez and
Rueda Galvis, 2021). Firms with market culture that focuses on
achievements will try constantly innovate ideas and products to
stay ahead of competitors and meet ambitious performance goals.
Thus, we hypothesize:

H2: Market culture firm is positively associated with innovation
orientation.

2.4. Causation

Causation is considered as a traditional entrepreneurial decision-
making process which focuses on forecasting and providing
detailed analysis of market competitors to predict the future and be
prepared for the challenges (Memar et al., 2021; Pfeffer & Khan,
2018). Causation emphasizes on starting with ends, evaluating
calculated and estimates outcomes, and using competitive analysis,
to be able to achieve the best results as possible (Alvarez et
al., 2010). Causation implantation can allow management and
entrepreneurs to identify opportunities that can guarantee a lower
level of uncertainty, concentrate on setting pre-defined goals,
and secure resources to meet the assigned objectives (Li et al.,
2020). The planning approach of causation includes models that
can predict conditions through calculation or statistical inference
(Chandler et al., 2011). Entrepreneurs and management who use
causation approach when starting new ventures or businesses will
specify clear goals and objectives that they are aiming to achieve
(Fiet, 2002; Chandler et al., 2011). These goals and objectives
are usually well-evaluated, and the opportunities are chosen
based on the highest possible expected returns for the business.
Causation approach highlights the importance of making logical
decisions based on all the relevant available information along
with an estimated expected utility for all decisions (Chandler et
al., 2011). The steps in causation process include defining the
objective or choices to be selected, choosing the set of alternative
means, considering the potential limitations, and establishing
the standards for choosing between the means (Mékimurto-
Koivumaa and Puhakka, 2013). Causation approach consists of
five principles which are ends orientation, expected return, pre-
existing knowledge, competitive analysis and prediction (Alsos
et al., 2014). The first principle is ends orientation encouragers
the management and entrepreneurs by prioritizing clear ends
orientation, setting well-defined goals, identifying precise
objectives, which will guide positive actions in order to accomplish
the preterminal ends related to the venture or business (Frigotto
and Valle, 2018). While the second principle is excepted retune
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principle, it focuses on assessing the potential outcomes and
expected return of the chosen actions by the management and
entrepreneurs (Alsos et al., 2014). Pre-existing knowledge is the
third principle, which focuses mainly on the available information,
historical data, previous experiences, financial and market analysis
in order to proceed with decisions (Urban and Heydenrych, 2015).
The fourth principle is competitive analysis which emphasizes
the process of examination and evaluation for the competitive
landscape in a certain industry or market (Van Baelen and Diaz
Martinez, 2021). The last principle is prediction, which focuses on
forecasting the future results by predicting the different scenarios
based on potential situations and the anticipated consequences
(Alsos et al., 2014).

Causation can enhance the relationship between hierarchy
culture and innovation orientation. It can provide a detailed
analysis of market competitors and structured framework about
how specific actions can lead to innovative outcomes in a way
that will predict the future and be prepared for the challenges
(Memar et al., 2021). In organizations with hierarchy culture,
processes and procedures are well-defined, causation will support
in identifying and analyzing clear details and pathways through
which innovative ideas can be pursed and achieved efficiently. This
will ensure that resources are allocated effectively and processes
are followed as planned. This will reduce the uncertainty levels
and avoid challenges. With causation, innovation orientation
can be enhanced with hierarchical framework in organizations.
Therefore, we hypothesize:

H3: Causation moderates the relationship between hierarchy
culture and innovation orientation.

Causation can enhance the relationship between market culture
and innovation orientation. It can establish a clear link and detailed
analysis for the competitive actions and innovative results. In
firms with market culture, success and performance are obtained
by efficiency, productivity and outperform the competitors
(Cameron and Quinn, 1999). Causation will help in providing a
clear understanding about how specific procedures and actions in
market culture can lead to innovation acceptance in firms. This
will strengths the market cultures’ focus on achievement, and
promotes a consistence innovation orientation within firms to
achieve competitive advantages. Thus, we hypothesize:

H4: Causation moderates the relationship between market culture
and innovation orientation.

2.5. Effectuation

On the other hand, the concept of effectuation can be considered
as a contrast for the traditional concept causation approach.
Effectuation provides a distinctive perspective on decision-making
processes, in which organizations can generate new opportunities
by utilizing their current resources and networks rather than
depending on external factors such as market competitors or
trends (Mansoori and Lackeus, 2020; Khurana et al., 2022; Pfeffer
& Khan, 2018). Effectuation emphasizes the use of creativity,
innovation and experience in the decision-making process
(Sarasvathy, 2001). It is the process of exploiting what is already
available to achieve goals, instead of focusing on predicting the
future. This concept encourages critical thinking and making

International Review of Management and Marketing | Vol 14 ¢

clear strategy when planning to start a business or initiating an
organization (Khurana et al., 2022). Effectuation approach consists
of five principles which are mean orientation, contingencies,
affordable loss, pre-commitment and control (Alsos et al., 2014).
According to Pérez Sigiienza et al. (2022), these five principles
provide framework for how management and entrepreneurs
should think and behave upon starting new business or venture.
The first principle is means orientation and it is about starting
ventures with what you have, which can be by using the existing
resources such as network, expertise and talents to develop new
opportunities (Prashantham et al., 2019). It is mainly about using
three means which are “Who I am”, “What I know” and “Who I
know” (Qureshi and Mahdi, 2014). While contingencies principle
as second effectuation principle emphasizes utilizing contingencies
by accepting uncertain situations, sustaining flexibility, viewing
them as valuable inputs, and converting them into opportunities
(Pacho and Mushi, 2021). Affordable loss is the third principle
loss which focuses on the importance of taking calculated risks
and being willing to accept potential losses within the acceptable
limits (Martina, 2020). The fourth principle is pre-commitment
which emphasizes the importance of creating partnerships and
collaborations to use the skills, strengths, and resources of others
(Kitching and Rouse, 2020). The last principle is control which
is based on the concept of “control”, in terms of controlling the
future, and that entrepreneurs are not passive passengers, but are
active pilots who have control over the decisions and directions of
their venture (Sarasvathy, 2009; Ghorbel and Boujelbene, 2013).

Effectuation can enhance the relationship between hierarchy
culture and innovation orientation. It can encourage flexibility and
adaptability into the structured environment of organizations with
hierarchy culture (Mansoori and Lackeus, 2020). Since hierarchy
culture emphasizes clear procedures and stability, effectuation will
encourage leveraging the existence resources rather than depending
on external factors (Khurana et al., 2022). By this, organizations
will be more flexible and open to adapt new innovative aspects.
Effectuation will ensure that while organizations maintains its
structure, it remains open to new ideas and enhance the aspect of
innovation orientation. Hence, we hypothesize:

HS5: Effectuation moderates the relationship between hierarchy
culture and innovation orientation.

Effectuation can enhance the relationship between market culture
and innovation orientation. It can foster an adaptive approach
to innovation aspect within a competitive and result-driven
environment (Khurana et al., 2022). Market culture usually focuses
on exceeding the competitors and achieving positive outcomes,
which can result in inflexible methods that can be concerned with
short-term objectives. Effectuation will introduce flexibility by
encouraging the organizations to use their available resources
creatively and to have an open mind to opportunities including
the innovative aspect. Therefore, we hypothesize:

H6: Effectuation moderates the relationship between market
culture and innovation orientation.

Below, Figure 1 presents the conceptual model of the study which

includes two independent variables as market culture and hierarchy
culture while innovation orientation is the dependent variable. The
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two decision-making logics causation and effectuation are the
moderators for the relationship between market culture, hierarchy
culture and innovation orientation.

To understand how market and hierarchy cultures impact
the SME’s innovation orientation, and how effectuation and
causation moderate these relationships, it is highly important
to examine the interconnected relationship of each construct
within the above framework. Market culture emphasizes high-
level of efficiency, productivity and competitiveness (Cameron
and Quinn, 1999; Raziq et al., 2024). This culture drives SMEs
to innovate continuously to ensure meeting the required market
demands and maintaining competitive edge. Market culture
can foster environments in which innovation and creatively
are actively achieved and valued (Tian et al., 2018). Therefore,
market culture can influence SMEs innovation orientation
positively. Hierarchy culture is characterized by having formal
policies, structured procedures and clear roles and authority
for stable and predictable workplace (Cameron and Quinn,
1999). This culture can support SMEs’ innovation aspect
through providing clear processes and structured policies in
terms of initiating innovation and how to be implemented in the
right way to have positive outcomes (Biischgens et al., 2013).
Therefore, hierarchy culture can influence SMEs innovation
orientation positively. While the moderating roles of effectuation
and causation can enhance further these relationships as these
decision-making approaches can optimize better conditions
for innovation in SMEs in terms of structured planning and
the flexibility to adapt to new changes and initiate innovation
thoughts.

3. DATA AND METHODS

To investigate the impact of market and hierarchy cultures on
innovation orientation, and the moderating roles for causation and
effectuation, the study follows a quantitative approach. We have
employed an online survey, which is considered as one of the most
famous methods for date collection (Wu et al., 2022). This method
was chosen due to its effectiveness in obtaining quantifiable data
from a larger sample across the various emirates in the United
Arab Emirates, which can enhance the validity and reliability
of the findings (Wu et al., 2022). Also, online survey method is
known for its low costs and quick response times (Lehdonvirta
et al., 2021).

The sampling method employed in the current study is random
sampling, specifically simple random sampling. This technique
involves the selection of participation randomly from the
population who meet the criteria for the study (Emerson, 2015).
Simple random sampling is considered as one of the widely
applied sampling methods in quantitative studies specifically
with survey instruments (Stockemer et al., 2019). This method
can ensure representative, unbiased, and equal probability of the
population for the study (Noor et al., 2022). The sampling selection
criteria for this study include several key elements to generate a
representative and relevant sample of SMEs. First, the firm size
ranges from 1 to 250 employees, which is the main classification
for SMEs in general. Second, the SMEs’ industry sectors involved

manufacturing and services which are located around the United
Arab Emirates (UAE). Both newly established and experienced
SMEs with a range of years in operations are included. Also, the
targeted respondents are from various hierarchical levels within the
SMEs, including non-managerial employees, managers, directors,
and owners which will provide a comprehensive understanding
about the study topic. The study sample consists of 206 participants
from SMEs from different cities in the UAE including Dubai, Abu
Dhabi, Sharjah and Ajman working in manufacturing and services
sectors, in various positions such as owner, director, manager
and non-managerial positions. These cities were chosen due to
the high concentration of SMEs available in the cities, which are
crucial to the UAE’s economic growth. These sampling criteria
will ensure that we have a comprehensive understanding about the
research topic. The inclusion criteria for SMEs was based on the
definition of the Department of Economic development of Dubai
in terms of number of employees (Small and Medium Enterprises
(smes) in Dubai, n.d.). By concentrating of these SMEs, we aim
to explore how different organizational cultures are crucial for
the innovation aspect in the organization. The research context
is within the United Arab Emirates, one of the rapidly developed
countries with a diverse economy (Cherian, 2020). One of the
UAE’s strategies to concentrate on innovation aspect, and create
an environment that stimulates innovation (Alshemeili and Safei,
2023). This makes UAE a good research context to study the
relationship between organizational culture, innovation orientation
and decision-making approaches.

Common method biases can have possible serious impact on the
study findings, therefore it is important to avoid these biases when
conducting a research (Podsakoff et al., 2003). To climinate the
issue of common method biases, we have followed Podsakoff’s
recommendations. First, we have used different structures for
questions and scale formats for the independent variables (market
and hierarchy cultures), the dependent variables (innovation
orientation) and the moderators (effectuation and causation). The
benefit of this technique is to make it impossible for the mindsets
of the participants to bias the observed relationship between the
variables (Podsakoff et al., 2003). Second, to avoid the social
desirability bias we have ensured the participants responses to
be anonyms and confidential as they might respond in socially
acceptable manner.

To measure our key variables in this study, we have employed
validated measures from previous research papers. These
scales were selected due to their validity and reliability in
measuring the relevant variables. All construct items in this study
(Appendix, Table A1) were measured on a 5-point Likert scale with
options ranging from “1=strongly disagree to 5= strongly agree.”
The constructs of organizational cultures for both market and
hierarchy cultures in which each construct comprising six items
and were adopted from Raziq et al. (2024), Cameron and Quinn
(2011), Quinn and Spreitzer (1991), and Nazarian et al. (2017). The
sample items for market culture included “the management style
in the company is characterized by hard driving competitiveness,
high demands and achievement”, and hierarchy culture: “my
company is a controlled and structured place, and formal
procedures generally govern what people do”. The construct of

International Review of Management and Marketing | Vol 14




Al Maazmi, et al.: Linking Hierarchy Culture, Market Culture and Innovation Orientation: Moderating Roles of Causation and Effectuation

innovation orientation was adopted from Roach et al. (2016),
Calantone et al. (2002), and Hurley and Hult (1998). The sample
items for innovation orientation included “our company frequently
tries out new ideas” and “management actively seeks innovative
ideas”. While the constructs for effectuation and causation, each
of the construct has comprising 15 items and were adopted from
Alsos et al. (2014) and Chandler et al. (2011). The sample item
for effectuation included “we develop the business based on the
resources that we have available, without any clear vision of what
the business will become in the end” and for causation included
“we use the long-term goal that we have set as the starting point
and strive to acquire the resources that we need in order to achieve
this goal”.

4. RESULTS AND DISCUSSION

The data has been analyzed by using SmartPLS tool through the
variance-based structural equation modelling technique (Ringle
etal., 2015). To get the structural model and measurement model,
we do CFA and test the data. To reduce common method variance,
we have followed Podsakoff et al. (2003) guidelines before we start
the survey, by implementing reverse coded for one item from each
of the main construct. Also, we have ensured the anonymity of the
respondents and request them to be careful and truthful in their
answers. In addition, we have tested our data through Harman’s
single factor test (Harman, 1976), which has been used to test
variance across all study constructs (by loading all items on one
factor) and reveled a total variance of <50%.

We test for measurement model and compute scores for Composite
Reliability, Cronbach’s Alpha and Average Variance Extracted
(AVE) (Table 1). Our results show that Composite reliability and
Cronbach’s Alpha values are above 0.7, which reveal that our data
meets the SEM’s threshold (Hair Jr. et al., 2016). Then we test
for discriminant validity in accordance with Fornell and Larcker
(1981), which shows that AVE square root values on the diagonal
are greater than the correlation coefficients of the latent variables,
and by that we are meeting again the SEM requirements for the
measurement model (Table 2).

Following that the direct and indirect effects are examined using
bootstrapping method (Preacher and Hayes, 2008) with 5000 re-
samples. First with regard to the direct effects (Table 3), results
from SEM show that the direct effects of market culture and
hierarchy culture with innovation orientation are not significant.
However, when these relationships are interacted by causal logic
and effectuation, they become significant. In other words, causal
logic positively moderates the negative relationship between
hierarchy culture and innovation orientation indicating that the
negative relationship between hierarchy culture and innovation
orientation is stronger at higher levels of causal logic. Whereas
effectuation negatively moderates the negative relationship
between market culture and innovation orientation indicating
that the negative relationship between market culture and
innovation orientation is stronger at lower levels of effectuation.
We also find moderating effects of causal logic for market
culture — innovation orientation relationship and of effectuation
for hierarchy culture — innovation orientation, but the results are

less pronounced as results are significant at P < 0.1. For slope
analysis, see Figures 2 and 3.

This study sought to examine the relationship between hierarchy
and market cultures and firm’s innovation orientation. Furthermore,
we examined the moderating roles of the two decision-making
logics causation and effectuation on the relationship between
hierarchy and market organizational cultures and innovation
orientation. We find that causal logic positively moderates the
negative relationship between hierarchy culture and innovation
orientation indicating that the negative relationship between
hierarchy culture and innovation orientation is stronger at higher
levels of causal logic. In a previous study by Memar et al. (2021),
which suggested that causation can enhance the relationship
between hierarchy culture and innovation. One of our findings
can be related to this perspective, in which we have discovered
that, causal logic positively moderates the negative relationship
between hierarchy culture and innovation orientation indicating
that the negative relationship between hierarchy culture and
innovation orientation is stronger at higher levels of causal logic.
Previous studies have frequently highlighted that firms with
hierarchical culture can inhibit the innovation aspects within
the firms due to the rigid structures and processes can limit the
firm’s flexibility and creativity (Sanz-Valle et al., 2011; Naranjo
Valencia et al., 2010). However, our study has found that the
relationship between hierarchy culture and innovation orientation
can be enhanced through the integration of causation, which can
positively moderate the negative relationship between hierarchy
culture and innovation orientation.

While Khurana et al. (2022) found that effectuation can enhance
the relationship between market culture and innovation through
fostering an adaptive approach to innovation aspect within a
competitive and result-driven environment. According to our
results, effectuation negatively moderates the negative relationship
between market culture and innovation orientation indicating that

Table 1: Measurement model (reliability statistics of all
variables)

Causal logic 0.986 0.987 0.835

Effectuation 0.984 0.984 0.815

Hierarchy culture 0.958 0.960 0.826

Innovation orientation 0.908 0.924 0.686

Market culture 0.954 0.956 0.813

Table 2: Discriminant validity

1 Causal logic 0.914

2 Effectuation -0.863  0.903

3 Hierarchy culture  0.771 —0.680 0.909

4 Innovation -0.612 0.758 -0.680 0.828
orientation

5 Market culture 0.577 -0.473 0.684 —0.525 0.902

AVE square root in bold
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Table 3: Structural model equation analysis

Market Culture - Innovation Orientation

Hierarchy Culture = Innovation Orientation

(Causal LogicxHierarchy Culture) < Innovation Orientation
(Effectuation<Market Culture) = Innovation Orientation

—0.096 1.107 0.268
—0.067 0.740 0.459
0.200 2.344 0.019
—0.140 2.215 0.027

a: P<0.1

Figure 1: Causal Logic moderating effect
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Figure 2: Effectuation moderating effect
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the negative relationship between market culture and innovation
orientation is stronger at lower levels of effectuation. This can
suggest that higher levels of effectuation can reduce the adverse
effects of market culture on innovation orientation supporting the
flexibility and adaptive strategies of effectuation. Previous studies
have indicated mixed results regarding the impact of market culture
on firm’s innovation. According to few studies which suggested
that market culture does not significantly influence innovation
aspects within firms since if focuses more on competition and
results (Sanz-Valle et al., 2011; Naranjo Valencia et al., 2010).
In contrast, other studies have found that excessive focus on the
current needs of customers in firms with market culture can be

a barrier against innovation which can limit the creativity and
innovation within firms (Naranjo-Valencia et al., 2016; Baker and
Sinkula, 2002). Based on our results, the negative relationship
between market culture and innovation orientation can be
negatively moderated by effectuation.

5. CONCLUSION, IMPLICATIONS,
LIMITATIONS AND FUTURE RESEARCH

5.1. Conclusion

To conclude, this study focused on examining the relationship
between hierarchy culture, market culture and firm’s innovation
orientation. Furthermore, we have investigated to moderating roles
of the two decision-making approaches causation and effectuation
on the relationship between organizational cultures specifically
hierarchy and market cultures, and innovation orientation. The
results suggest that that hierarchy and market cultures do not
directly impact a firm’s innovation orientation. However, hierarchy
culture is positively related to a firm’s innovation orientation when
causation moderates the relationship. Moreover, market culture
positively influences firm’s innovation orientation only when
effectuation moderates the relationship. The findings of this study
highlight how crucial causation and effectuation are as moderating
that can improve organizational culture’s specifically hierarchy and
market cultures alignment with innovation orientation.

5.2. Theoretical Implications

We contribute to the extant literature and provide better insights on
organization culture especially on market and hierarchy cultures,
innovation orientation, causation and effectuation relationship in
three distinct ways (Anning-Dorson, 2021; Chandler et al., 2011;
Zhou et al., 2005). First, by examining the direct impact of market
and hierarchy cultures on innovation orientation in firms along with
moderating impact of causation and effectuation on the relationship.
This will be added to the limited literature about this concept.
Second, we provide differential impact as well as differential
moderating role of the two decision-making logics the relationship.
Third, we contribute to the knowledge of how organizational
cultures and decision-making approaches affect firm’s innovation.

5.3. Practical implications

We provide insights for managers on how to foster the right
culture and decision-making approach that will lead to enhance
innovation in the firm. Also, we draw attention toward the role of
decision-making approaches causation and effectuation toward
firm’s innovation when hierarchy and market cultures are followed.
Managers can adopt flexible decision-making principles such as
being more flexible in market culture to improve the innovation
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orientation. While managers with hierarchy culture can incorporate
causation principles such as structured planning and execution that
can lead to openness to innovative ideas and strategies. Moreover,
policymakers can create support programs that are tailored to
specify the needs of firms based on their organizational culture
to enhance the innovative aspects in the firms.

5.4. Limitations

Like any study, this current study also comes with some limitations.
This study specifically examines the influence of market and
hierarchy cultures on the firm’s innovation orientation, moderated
by the decision-making approaches causation and effectuation. It
provided a detailed analysis for market and hierarchy cultures;
however, it limits the generalizability of the findings to the clan
and adhocracy cultures which can have impact on the innovation
orientation. Also, this study investigates the moderating roles of
the two decision-making approaches causation and effectuation.
However, the decision-making in organization can be influenced
by various other approaches such as evidence-based management,
intuitive decision-making, or combination of different approaches
(Adam and Dempsey, 2020). Exploring these approaches can
offer more valuable insights of how different decision-making
approaches can influence firm’s innovation orientation across the
different organizational cultures. The sample size can be another
limitation for this study. The small sample size might restrict the
ability to generalize the study’s outcomes, as it might not represent
the broader population.

5.5. Future Research

Future studies can consider the remaining organizational
cultures such as clan and adhocracy cultures to provide a more
comprehensive understanding about how various organizational
cultures can interact with causation and effectuation to impact
innovation orientation. Also, future research can consider
expanding the sample size which will be able to provide diversity
in data, which can lead to generalizability of the findings. Finally,
exploring various decision-making approaches beyond effectuation
and causation such as evidence-based management and intuitive
decision-making can offer a deeper understanding about a wider
range of processes that can facilitate innovation orientation.
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