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Adam Yagoub Abker (Saudi Arabia), Arafa Gebreil Musa (Saudi Arabia)

THE IMPACT OF STRATEGIC
ORIENTATIONS ON SERVICE
INNOVATION: THE MODERATING
EFFECT OF TECHNOLOGICAL
CAPABILITIES

Abstract

This study investigates the relationship between strategic orientations and innovation
within the Sudanese service sector: hospitality, postal, bank, education, communica-
tion, and insurance spheres. Drawing upon the resource-based view, the paper exam-
ines the influence of market, service, and learning orientations on both incremental
and radical innovation. Moreover, the study explores the moderating role of techno-
logical capabilities in this relationship. A quantitative research design was employed,
utilizing a convenience sample of 160 managers from various service sub-sectors in
Sudan. Empirical findings reveal that market orientation, service orientation, and
learning orientation have a significant effect on incremental innovation (estimates =
0.164, p = 0.00; estimates = .177, p = .014). In addition, market and service orienta-
tions demonstrate a significant relationship with technological capabilities (estimates =
0.612, p = 0.00; estimates = —.376, p = .018). Further, incremental innovation and radi-
cal innovation significantly correlated with technological capabilities (estimates = .131,
p = 0.00; estimates = .365, p = 0.00), while service orientation and learning orientation
do not have a significant correlation with radical innovation (estimates = .153, p =.129;
estimates = .061, p = .491). Learning orientation does not have a significant correlation
with technological capabilities (estimates = .168, p > .228). Furthermore, results indi-
cate that technological capabilities do not moderate the relationship between strategic
orientation and service innovation.

Keywords service sector, market orientation, service orientation,
learning orientation, radical, incremental, large firms,
Sudan

JEL Classification M12, M19

INTRODUCTION

The service sector has emerged as a pivotal driver of economic
growth, job creation, and development in recent years. Sustained
success within this sector hinges on a firm’s capacity to deliver ex-
ceptional service and meet customer demands (Yang et al., 2022).
While the Sudanese service sector has grown, its contribution to the
Gross Domestic Product (GDP) has declined, from 52.1% in 2020 to
51.7% in 2021, necessitating further investigation. Given the increas-
ingly competitive Sudanese business landscape, firms must differ-
entiate themselves through superior value propositions. This study
focuses on the service sector, examining the influence of strategic
orientation and technological capabilities on service innovation.
Sudanese service firms often grapple with skill deficiencies, limited
experience, and inadequate technology, hindering their ability to de-
velop innovative service offerings. Consequently, there is an urgent
need to determine whether strategic orientation and technological
capabilities can enhance Sudanese firms’ service innovation capacity
and global competitiveness.
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1. LITERATURE REVIEW

AND HYPOTHESES

The increasing significance of servitization has
prompted extensive research into the determi-
nants of this transition (Zhang et al., 2021, p. 3).
While numerous studies have identified opera-
tional factors driving servitization, the role of
strategic-level elements remains under-explored.
Given the inherent uncertainties and challenges
associated with the shift to service and the sub-
sequent need for tailored organizational respons-
es (Yu et al., 2018), this domain warrants further
investigation. Grounded on resource-based view
and strategic choice theories, this study posits that
strategic orientations can offer substantial expla-
nations for organizational strategic decisions (Yu
et al.,, 2018) and serve as a robust organizational
ideology.

The concept of strategic orientation has been de-
fined variously in the literature (Njuguna et al,,
2022). Generally, it is understood as a set of guid-
ing principles that shape an organization’s opera-
tions, fostering behaviors conducive to long-term
viability and performance. Essentially, strategic
orientation reflects an organization’s approach to
cultivating positive behaviors for sustained com-
petitive advantage. Previous research has identi-
fied multiple dimensions of strategic orientation,
demonstrating that firms’ strategic choices are in-
fluenced by their dominant orientation (Zhang et
al., 2021, p. 4). Customer orientation, a key dimen-
sion in service contexts (Zhang et al., 2021, p. 4),
serves as a foundation for this study.

By integrating market orientation, service orienta-
tion, and learning orientation, this paper develops
a comprehensive framework grounded in existing
literature. Market orientation is characterized as
an organizational culture prioritizing customer
value creation and sustained performance im-
provement (Cheng & Sheu, 2017, p. 470). It enhanc-
es innovative capabilities by providing valuable
market insights (Tsou et al., 2014; Atuahene-Gima
& Ko, 2001). Service orientation emphasizes em-
ployee behaviors focused on delivering exception-
al service (Oliveira & Roth, 2012). Lastly, learning
orientation involves the systematic creation and
utilization of knowledge for competitive advan-
tage (Cheng & Sheu, 2017, p. 471). Collectively,
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these orientations deepen firms’ market under-
standing (Klein et al., 2021), making them adapt-
able for manufacturers transitioning to service-
based business models. Consequently, they are
well-suited for research within the service sector.

The majority of previous research on strategic ori-
entation and innovation has primarily focused on
specific industry sectors such as banking, hospi-
tality, and insurance (Cheng & Krumwiede, 2012,
p. 488). This study expands upon this research by
examining a broader spectrum of service indus-
tries, including communications, postal services,
hospitality, education, insurance, and banking.
While prior studies have predominantly concen-
trated on industrial and manufacturing firms, this
paper addresses a gap in the literature by inves-
tigating strategic orientation within service orga-
nizations. This study contributes to the growing
body of knowledge on strategic orientation, tech-
nological capabilities, and innovation in the ser-
vice sector. Existing research (Obeidat, 2016; Tutar
et al., 2015; Ejdys, 2015; Cheng & Krumwiede,
2012) has consistently demonstrated a positive
relationship between strategic orientation and in-
novation. Strategic orientation is a widely studied
determinant of firm performance, as outlined by
Miles and Snow (1978). While their typology sug-
gests that different strategic orientations may yield
similar results (Anwar & Hasnu, 2017), empiri-
cal findings on this matter remain inconclusive
(Otache, 2019).

Service innovation involves the creation, promo-
tion, and implementation of novel service con-
cepts to enhance existing offerings (Witell et al.,
2016). Customer satisfaction and service quality
are paramount for service success (Tajeddini et al.,
2020). In today’s dynamic market, organizations
must understand how to foster innovation at vari-
ous levels to gain competitive advantages (Qiu et
al., 2019). The service firms examined in this study
aim to optimize innovation performance, thereby
enhancing competitiveness through the develop-
ment of new or improved services. Innovation
is crucial for meeting customer needs, optimiz-
ing service delivery, and achieving high levels of
customer satisfaction, ultimately driving sustain-
able competitive advantage and business growth
(Horng et al., 2018; Tajeddini et al., 2020). Unlike
product innovation, service innovation is a pro-
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cess-oriented concept (Engen et al., 2021; Garg &
Dhar, 2017). This study defines service innovation
as the creation, promotion, and implementation of
new ideas to improve existing services (Yang et al.,
2022). Innovation can be categorized into incre-
mental and radical forms. Incremental innovation
involves making minor adjustments to services for
specific market segments (Cheng & Krumwiede,
2012). Radical innovation, on the other hand, in-
troduces entirely new services that significantly
enhance customer benefits (Cheng & Krumwiede,
2012). Moreover, it encompasses the development
and implementation of novel approaches to op-
erations, market interactions, or addressing stake-
holder needs (Ringberg et al., 2019). Adequate re-
sources, knowledge, and collaborative efforts are
essential for effective service innovation (Gardner
etal., 2012).

Previous research in the hospitality sector has es-
tablished a link between developmental culture
and firm innovation (Stoffels & Leker, 2018), sug-
gesting that a supportive organizational climate
can precede and facilitate service innovation. For
this study, service innovation is defined as the
creation, promotion, and implementation of nov-
el service concepts to enhance existing offerings
(Witell et al., 2016).

Technological capabilities refer to an organiza-
tion’s capacity to adopt, develop, and leverage a
range of technologies, encompassing technology
development, product development, manufac-
turing processes, and technological forecasting
(Zang & Li, 2017). By cultivating robust techno-
logical capabilities, firms can gain a competitive
edge through the creation of unique resources and
skills, enabling distinctive strategic actions (Lin
& Fai, 2021). Technological capabilities signifi-
cantly influence intellectual capital, a key driver
of innovation. Building a sustainable competitive
advantage necessitates developing technological
capabilities that enable the absorption and uti-
lization of external knowledge or the generation
of internal knowledge (Ahn et al,, 2022, p. 4). A
firm’s capacity to acquire, apply, and manage tech-
nology, as well as its ability to recruit and deploy
skilled technical personnel, is directly correlated
with innovation success. Technology is a critical
determinant of organizational performance, and
intangible assets derived from technology, such as
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patents or proprietary knowledge, are often diffi-
cult to replicate (Ahn et al., 2022). Consequently,
resource-constrained firms can achieve long-term
competitive advantages by investing in technolog-
ical capabilities.

Technological capabilities represent a firm’s ca-
pacity to align strategic objectives with innovative
processes for the development of new products
and services (Heredia et al., 2022, p. 2). They en-
compass the ability to acquire, utilize, adapt, en-
hance, and replicate new technologies (Malhotra
et al,, 2022). Emerging as a critical organizational
asset, technological capabilities have become in-
strumental in fostering competitive advantage.
While research has explored the moderating role
of technological capabilities on the relationship
between strategic orientation dimensions and
various dependent variables (Agustia et al., 2022;
José, 2010; Garcia et al.,, 2012; Haeussler et al.,
2012; Srivastava et al., 2015), their specific influ-
ence on the strategic orientation-innovation nexus
remains underexplored. This study aims to eluci-
date how technological capabilities moderate the
relationship between strategic orientations and
innovation.

Previous research consistently highlights the posi-
tive impact of technological capabilities on inno-
vation and performance (Ritala, 2012; Luo et al.,
2007). A conceptual framework, as defined by
Saunders et al. (2007), provides a structured rep-
resentation of the study’s core concepts and their
interrelationships. It visualizes the phenomena
under investigation, explaining their dynamics
and underlying mechanisms (Fayolle et al., 2013).

Drawing upon previous research and the tenets of
resource-based view (RBV) and strategic choice
theory, this study proposes a conceptual frame-
work depicted in Figure 1. The framework pos-
its service innovation as the dependent variable,
strategic orientations as the independent variable,
and technological capabilities as the moderating
variable.

The primary objectives are to investigate the im-
pact of strategic orientations on innovation and
to determine the moderating role of technological
capabilities in the relationship between strategic
orientations and innovation within service firms
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Strategic orientation
Market orientation
Service orientation
Learning orientation

Technological
capabilities

Service innovation
Incremental
Radical

Figure 1. Conceptual framework

striving for enhanced competitiveness. Based on
these research objectives, the following hypoth-
eses are formulated:

HI: There is a positive and significant relation-
ship between strategic orientation and ser-
vice innovation.

H2: There is a positive and significant relation-
ship between strategic orientation and tech-
nological capabilities.

H3: There is a positive and significant relation-
ship between technological capabilities and
service innovation.

H4: Technological capabilities moderate the re-
lationship between strategic orientation and
service innovation.

2. METHODOLOGY

A quantitative, cross-sectional research design
employing a survey methodology was adopted for
this study. A structured questionnaire (Appendix
A) was distributed to 160 managers of Sudanese
service firms. Data collection was conducted over
a two-month period. Participants were assured
of data confidentiality and anonymity. The ques-
tionnaire addressed the research objectives and
facilitated subsequent analysis. The questionnaire
comprised four sections: firm profile, independent
variables, dependent variables, and moderating
variables. Exploratory factor analysis (EFA) using
principal component analysis was conducted to
identify underlying factors, followed by confirma-
tory factor analysis (CFA) to assess construct va-
lidity. Strategic orientation was measured through
three dimensions: market, learning (Cheng &
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Sheu, 2017), and service orientation (Oliveira &
Roth, 2012). Technological capabilities were as-
sessed as a single dimension (Zang & Li, 2017,
Kyldheiko et al., 2011). Innovation was measured
using two components: incremental and radical
innovation (Cheng & Krumwiede, 2012). A five-
point Likert scale was employed for all items, with
item sources detailed in Table 1.

Table 1. Items of study variables

Variables { ltems ¢ Source
Strategicorientation | 8 Chengand Sheu (2017)
Serviceinnovation 5 Chengand Krumwiede (2012)

Technological
capabilities

Zang and Li (2017) and

> kylaheiko et al. (2011)

3. RESULTS

A frequency analysis was conducted to character-
ize the participating firms based on five key di-
mensions: firm ownership, firm experience, num-
ber of laborers, sector, and number of competitors.
Regarding firm ownership, 90% of firms were na-
tionally owned, followed by foreign (6.8%) and
mixed ownership (3.1%). In terms of experience,
26.1% had been with the firm for 20 or more years,
25.5% for 11-15 years, 14.9% for 5-10 years, and
21.8% for less than five years. Employee count re-
vealed that 49.1% of firms employed 200 or more
workers, followed by 13.3% with 151-200 employees,
12.4% with under 50 employees, and 11.2% with 50-
100 employees. The majority of respondents (44.1%)
were from the education sector, followed by bank-
ing (22.4%), hospitality (16.8%), insurance (8.7%),
postal sector (5.6%), and communications (2.5%).
Finally, concerning competition, 20 or more com-
petitors was the most frequent response (49.1%),
followed by 11-15 competitors (8.7%), less than five
competitors (5.0%), and 5-10 competitors (2.5%).
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To proceed with factor analysis, the correlation
matrix required a sufficient number of significant
correlations (Hair et al., 2010). The Kaiser-Meyer-
Olkin (KMO) measure of sampling adequacy was
expected to be at least 0.6, and item communali-
ties should exceed 0.45. Given the sample size of
161 service firm managers and a significance level
0f0.05, the minimum factor loading was set at 0.45,
with cross-loadings below this threshold. Promax
rotation was employed to enhance factor inter-
pretability. Factor extraction was based on eigen-
values greater than one. The seventeen-item scale
underwent factor analysis to assess the underlying
dimensions of strategic orientation (Table 2).

Table 2. Exploratory factor analysis

Sub-construct Items Items loading
1. Learning orientation : 3 : .809
2. Service or'i‘é“r‘{faﬁon 2 . 458 S
3. Market orientation 3 848
4. Incrementuaului'ﬁnovat'ion 3 844
5. Radical innovation 2 C9s4
6. Technologuigé‘l capabilities 5 785

A description of the variables is presented in Table
3. The greatest mean score was for technological
capabilities (4.0709), followed by market orienta-
tion (3.7896), learning orientation (3.4771), service
orientation (3.0972), radical innovation (3.0916),
while incremental innovation (2.6259) showed the
lowest mean score.

Table 3. Descriptive statistics

Variables Mean %Standard Deviation

Learning orientation 3.4771 57511

Problems and Perspectives in Management, Volume 22, Issue 4, 2024

It is recommended to use Cronbach’s alpha values
greater than 0.60, but they can be lower during
exploratory research (Hair et al., 2010). Nunnally
(1978) recommends using Cronbach’s alpha val-
ues greater than 0.60 during exploratory research.
A correlation analysis indicates that a correlation
coefficient value less than 0.30 indicates a weak re-
lationship, whereas a correlation coefficient value
between 0.30-0.70 indicates a medium relation-
ship, but if the correlation coefficient is greater
than 0.70, it is considered strong. Table 4 shows
the reliability and correlation analyses.

After EFA, CFA is used to separate out the factor
structure of a dataset. By analyzing inter-variable
correlations, EFA explores the factor structure;
CFA confirms the revealed factor structure, as
exhibited in Figure 2. Figure 3 shows the results
from the AMOS analysis on the research model.

Based on the results, there is a significant relation-
ship between strategic orientation dimensions,
which are market, service, and learning orienta-
tions, with incremental innovation (estimates
0.164, p = 0.00; estimates = .177, p = .014). Using re-
gression weights, it was determined that the mar-
ket orientation has a significant correlation with
radical innovation (estimates = .265, p = 0.00),
and service orientation and learning orientation
do not have a significant correlation with radical
innovation (estimates = .153, p = .129; estimates =
.061, p = .491); therefore, hypotheses testing results
indicated that the hypothesis one is accepted.

Technological capabilities are influenced by stra-
tegic orientation, according to the second hypoth-
esis. Based on the results of the analysis, market
and service orientations demonstrate a significant
relationship with the technological capabilities
(estimates = 0.612, p = 0.00; estimates = -.376, p
= .018) at the expense of learning orientations (esti-

Incremental innovation ‘ 2.6259 43749
Radical innovation 3.0916 .57081
Technological capabilities 4.0709 .90360
Table 4. Reliability and correlation
Factors

© Cronbach’s Alpha

1. Learning orientation A2

4. Incremental innovation

5 Radicalinnovation ot
6. Technological capabilities

1
436%* 1
271 394+

050 177+ 270%*

Note: * means weak correlation; ** means strong correlation.

http://dx.doi.org/10.21511/ppm.22(4).2024.07
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Figure 3. Path analysis
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mates =.168, p >.228). Consequently, hypothesis two
is accepted.

Technological capabilities are positively related to in-
novation (estimates = .131, p =0.00; estimates = .365,
p = 0.00); they were positively correlated with both
incremental and radical innovation (estimates = .131,
p =0.00). These results support the third hypothesis.

Finally, this study examined the possibility that tech-
nological capabilities might moderate the relation-
ship between incremental performance and market
orientation. In terms of anticipating incremental
revenue, the interaction between market orientation
and technological capabilities is not significant (es-
timation = .0024, p = .415). Incremental innovation
did not interact significantly with orientation (esti-
mate = .035, p = .324). For incremental predictions,
the interaction between learning orientation and
technological capabilities was also insignificant (es-
timate = —.000, p >=.996).

Furthermore, the study examines how technological
capabilities affect the relationship between strategic
orientation and radical innovation. Technological
capabilities moderate market orientation and radical
innovation. According to the results, the interaction
between market orientation and technological capa-
bilities did not predict radical innovation (estimation
=.034, p = .322). In the model expecting radical in-
novation, the interaction between service orienta-
tion and technological capabilities was insignificant
(estimate = .069, p = .102). However, in the case of
anticipating radical innovation, the interaction term
between learning orientation and technological ca-
pabilities was insignificant (estimate = —.014, p > .05);
therefore, hypothesis four is rejected.

4. DISCUSSION

Previous research has consistently established a
strong link between market orientation and inno-
vation across various sectors, including the service
sphere (Cheng & Krumwiede, 2012). This study ex-
tends this body of knowledge by examining the rela-
tionship between these constructs within the context
of service firms. Market orientation has been shown
to be a significant driver of service innovation. For
instance, Zhang and Duan (2010) found a positive
correlation between market orientation and innova-
tion in Chinese manufacturing firms, while Huhtala

http://dx.doi.org/10.21511/ppm.22(4).2024.07
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et al. (2014) demonstrated a similar relationship in
Finland, linking market orientation to innovation
capability. Tutar et al. (2015) further supported this
notion by indicating a positive correlation between
proactive market orientation and innovation.

The current study found a positive relationship be-
tween service orientation and incremental innova-
tion but no significant correlation between service
orientation and radical innovation (p > 0.05). These
findings suggest that while service orientation can
contribute to incremental service innovation, its
impact on radical innovation is limited. This result
aligns with Cheng and Sheu (2017), who also found
a weak relationship between service orientation and
collaborative service innovation performance. In
contrast, Oliveira and Roth (2012) reported a more
substantial impact of service orientation on ser-
vice innovation within a B2B e-commerce context.
Regarding learning orientation, the study revealed a
positive correlation with incremental innovation but
no significant relationship with radical innovation
(p > 0.05). This suggests that learning orientation
can support incremental service innovation but has
a limited impact on radical breakthroughs. These
findings corroborate Ejdys (2015), who reported no
significant relationship between learning orientation
and residential care service innovation.

Secondly, this study’s findings underscore the signif-
icance of strategic orientation components — market,
service, and learning orientation - as determinants
of technological capabilities. While these dimen-
sions are partially linked to technological capabili-
ties, previous research has shown that the impact of
strategic orientation can vary depending on other
factors (Njuguna et al., 2022). Furthermore, the re-
sults highlight the pivotal role of technological ca-
pabilities in driving service innovation, with a posi-
tive interaction between the two. While prior studies
have explored the interplay of service innovation and
technology in hotel development (Lemy et al., 2019)
the empirical impact of these variables on brand eq-
uity remains underexplored. Ruan et al. (2020) dem-
onstrated that the implementation of service inno-
vation and technological competence can enhance
brand loyalty. This study extends these findings by
emphasizing the role of technology in fostering ser-
vice innovation. Specifically, the hardware capabili-
ties of technology facilitate the accelerated adoption
of innovative service delivery methods, transform-

89



Problems and Perspectives in Management, Volume 22, Issue 4, 2024

ing intangible services into tangible products with
enhanced benefits.

Lastly, this study aimed to determine whether tech-
nological capabilities moderate the relationship be-
tween strategic orientation and service innovation.
However, the results did not support technologi-

suggests that, in the context of this study, techno-
logical capabilities did not influence the relationship
between strategic orientation components (market,
service, and learning orientation) and service inno-
vation dimensions (incremental and radical innova-
tion). Furthermore, a negative, albeit non-significant,
relationship was observed between learning orienta-

cal capabilities as a moderating factor. This finding tion and radical innovation (estimate = .014, p > .05).

CONCLUSION

This study aimed to investigate the influence of strategic orientation on service innovation and to determine
whether technological capabilities moderate this relationship within service firms. The results indicated a
positive correlation between technological capabilities and innovation, yet no moderating effect of techno-
logical capabilities on the relationship between strategic orientation and innovation. The findings suggest
that strategic orientation plays a pivotal role in enabling service firms to develop innovative solutions to busi-
ness challenges. By fostering a comprehensive understanding of the business environment, strategic orienta-
tion empowers managers to create an innovation-conducive organizational climate. Consequently, manage-
rial strategies should prioritize cultivating an environment that supports innovation and strategic thinking.
From a managerial perspective, the study’s outcomes can facilitate a shared understanding among decision-
makers, thereby enhancing the firm’s capacity to adapt effectively to environmental changes.

LIMITATIONS AND SUGGESTION FOR FUTURE RESEARCH

Several limitations of this study warrant consideration for future research. First, the use of a single respon-
dent per firm may have introduced bias. Employing multiple respondents per firm would provide a more
comprehensive perspective. Second, future research could explore the behavioral aspects associated with
each orientation to better understand the differential impact of the three strategic orientation components on
service innovation. Third, incorporating environmental uncertainty or leadership style into the model could
provide additional insights into the configuration of strategic orientation. Fourth, the use of panel or longitu-
dinal data would strengthen causal inferences compared to cross-sectional data. Fifth, increasing the sample
size would enhance the study’s generalizability. Finally, while this study focused on incremental and radical
service innovation, while future research could expand the scope to include process and product innovation.
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APPENDIX A

Questionnaire

Dear Manager
Peace, mercy, and blessings of Allah........After

The aim of this study is to examine the role of technological capabilities in moderating strategic ori-
entation and service innovation on Sudanese services firms. All information will be treated as strictly
confidential and used for academic purposes.

Guidelines:

o Please read each sentence and then tick the category that more accurately reflects your agreement
or disagreement with the sentence.

o What is important is that you express your opinions as honestly as possible.

o Please remember to be sure that you give a mark for each sentence (do not omit any) and that you
never give more than one mark to a single sentence.

o Please feel free to contact the researcher if you need any information concerning the questionnaire.

Section 1: General information about your firm

1. Ownership of your firm

National 5 Foreign 5 Mixed

Ownership of your firm

2. Experience of your firm

lessthan5years . 5to10 : 11to15 : 16t020 :  20and more

Experience of firm

3. Number of laborers

less than 50 laborers | 50to100 @ 101to150 @ 151t0200 : 200 and more

Number of laborers

4. Sector

Hospitality | Postal @ Bank @  Education Communication ' Insurance

Sector

5. Number of competitors

less than 5 competitor © 5t010 @ 11to15 | 20 and more

Number of competitors

Section 2: Strategic orientation (market, service, learning orientation)

Market orientation

:StronglyﬁDisagreei Neutral§ Agree iStroneg
: : : agree

Item -
‘disagree:

1 i iti ions that threaten

i We constantly monitor our level of commitment and orientation towar
i customers.

atically and freq

4 i We give close attention to after-sales service.

Information on customers, marketing successes, and marketing failures is
i communicated across departments in our firm.

6 :All of our departments are responsive to and integrated into serving markets. :
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Item §SFr°ng|y§Disagree§ Neutral§ Agree §Strongly
‘disagree: : : . agree

Service orientation

1 Service quality values are explicitly addressed and actively promoted within
our organization.
2 :Our employees are fully committed to customer service.

Our metrics capture what is strategically important for measuring customer
i satisfaction.

4

{ Our company has established service standards based on research into
i customer needs.

5

Service standards are visible to both employees and customers.

Learning orientation

1

L S A S S,
2 We place a high value on open-mindedness.
3. We encourage employees o think outside of thebox. S A A B
4 i An emphasis on constant innovation is a part of our firm culture.

| We basically agree that our firm’s ability to learn is the key to our competitive
i advantage. ;

Learning in our firm is seen as a key commodity necessary to guarantee firm
survival.

Section 3: Service innovation (incremental innovation, radical innovation)

Incremental innovation

1

i The services were modification of an existing company service

3

3

i The services were repositioned from an existing company service.

Radical innovation

1

i The services were totally new to the market.

2

3

i The services required changes in the customer's buying behavior.

Section 4: Technological capabilities

The firm has strong internal technology operations capabilities.

i The firm has the technological infrastructure and competencies to engage in
i e-commerce initiatives.

3 Our technological capabilities are top-class.

4 The success of our research and development activities is based on long-term
know-how

5 :We have invested heavily in certain research and development projects.
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