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Abstract

Social innovation is a relatively recent construct in the scientific literature in the field of
marketing and has recently been considered an essential construct to achieve a higher level
of sustainable performance in manufacturing companies, particularly in small and medium-
sized companies. However, despite the importance of small and medium-sized enterprises
in any country in the world, there are relatively few theoretical and empirical studies that
have focused on the analysis and discussion of the relationship between social innovation
and sustainable performance. in small and medium-sized companies, and there are even
fewer studies that relate these two constructs to innovation management, especially in
developing countries, such as Mexico. Therefore, the essential objective of this study is the
analysis and discussion of the relationship between innovation management, social
innovation and sustainable performance in small and medium-sized companies, for which
a sample of 300 companies and the analysis of structural equations. The results obtained
show the existence of a positive and significant relationship between innovation
management and social innovation and sustainable performance, and between social
innovation and sustainable performance.
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1. Introduction

Since the middle of the last century, innovation has become not only one of the most
analyzed and discussed constructs in the scientific literature, but also in identifying
the generation of knowledge derived from innovation activities and how to exploit
that knowledge (Fagerberg et al., 2013), in a way that allows companies of all sizes
and sectors to significantly improve their level of business performance (Geroski et
al., 1993; Kraiczy, 2013; Hatak et al., 2016). Likewise, this concept has its origin
in the study of economic development at the beginning of the last century, in such
a way that Joseph Schumpeter in his book The Review of Economics Statistics
(Analysis of Economic Change), considers that innovation is the engine of
economic change (Schumpeter, 2003).

In recent times this concept has been widely strengthened, a clear example of this
is that the Oslo Manual of the Organization for Economic Cooperation and
Development considers that innovation can be defined as “the implementation of
new or improved products (goods or services), processes (production and supply
methods), marketing methods (packaging, sales, and distribution), or new
management methods (best practices, workplace improvement, external relations,
marketing)” (OECD, 2005: 46). Therefore, according to this definition, Innovation
is not simply reduced to the generation of an idea, the invention of a new device, or
the development of a new market, but it is a synergy of efforts through the
integration of all the departments of a company (Guerra-Betancourt et al., 2005).
In this sense, recent publications have shown the importance of analyzing
innovation as a social topic of interest to the scientific and business community, as
proof of this are the recently published studies by Franz et al. (2012), Macaulay et
al. (2012), Pitsis et al. (2013), Fagerberg et al. (2013) and Dodgson et al. (2014),
who have characterized the multidisciplinary nature of the concept of innovation,
which has traditionally been related to technological innovation (Teixeira et al.,
2017). However, the scientific literature on this topic recognizes social elements as
part of physical elements, since both are inherent in technological innovation in
various ways (Tornatzky & Fleischer, 1990), since innovation is a universal process
of constant social change.

From this perspective, it is important to point out that the main objective of this
study is the analysis and discussion of the relationship between innovation
management, social innovation and sustainable performance of small and medium-
sized enterprises (SMEs) in Mexico, and given that there are relatively few studies
published in the literature that analyze and discuss the relationship between these
three important constructs, the main contribution of this empirical study is the
analysis and discussion of innovation management with social innovation and social
innovation. business performance of SMEs in a country with an emerging economy,
such as Mexico, as recommended by Salim et al. (2016) and Teixeira et al. (2017).
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2. Preliminary Notes

Innovation in the management activities of companies is generally related in the
literature to essential changes in “the various rules and routines through which daily
and work activities are carried out within organizations” (Birkinshaw et al., 2008:
828), in other words, in the firm management activities (Hamel, 2007). In addition,
innovation in organizational structures requires changes and improvements in the
distribution of functions, responsibilities, command lines and information flows
(Armbruster et al., 2008), since innovation is commonly related to management
processes such as strategic planning, budgeting, compensation, internal
communication, and knowledge management (Hamel, 2007), but innovation
management differs in process, product, marketing and strategy innovations
(Teixeira et al., 2017).

Likewise, in the innovation literature it is commonly established that innovation
management is carried out through two essential perspectives: diffusion and
creation (Teixeira et al., 2017), since from these two perspectives innovation it
means a totally new activity for the organization (Rogers, 2003), as well as the
development of the initiation, adoption, and implementation stages of innovation
activities (Damanpour, 2014). Similarly, the Oslo Manual suggests the stages of
planning, development and implementation of new methods that are new to
companies (OECD, 2005), for which it is possible to establish that the adoption of
innovation management will depend fundamentally on the success of its
dissemination, as well as of its adaptation and assimilation process, especially when
it is related to the processes of social innovation and sustainable performance
(Damanpour, 2014).

2.1  Management of Innovation and Sustainable Performance

The innovation management in companies can be analyzed, understood, and applied
from three approaches: the first is one in which the innovation management is
oriented in the internal organizational structure and its administration; the second
reinforces the operational activities; and the third is the improvement of the culture
and philosophy of the firm (Damanpour & Aravind, 2011). Furthermore, the
literature in the field of innovation establishes that innovation management is
practically based on three fundamental principles: 1) innovation management must
be market-oriented; 2) innovation management should be considered as a system;
and 3) innovation management must have an objective and essential goals in
companies (Arvanitis et al., 2016).

Likewise, in the literature two types of innovation management are also observed,
the first of them refers to a type of gradual innovation, and the second is that of
radical innovation, since in the management of gradual innovation, small
innovations are made to improve business management, which allows innovation
management to be more efficient, but this type of innovation involves a gradual
process, frequently presents limitations, and has a short and visible life cycle.
Regarding the management of radical innovation, generally in the literature it is
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established that it is carried out by professionals or entrepreneurs with experiences
in innovation activities, when it is determined that the previous innovation
management no longer works and it is necessary to carry out a new management
(Palm, 2016).

Consequently, innovation management requires, for its better understanding, to be
analyzed from a holistic point of view in which several factors converge, so that it
can be effective and successful (Horn & Brem, 2013). However, it is not exclusively
the alignment of internal resources that causes success in innovation management.
Rather, the innovation management process is an activity that is surrounded and
influenced by internal and external factors (Cortimiglia et al., 2015). Hence,
changes in these factors require changes in alignment and structure in the innovation
management process. As stated by Sheu and Lee (2011), innovation management is
not a static construct, but it can be adaptable to a series of activities that need to be
optimized at any time.

Similarly, the use of innovation management is flexible and has, as Beletsky et al.
(2008) has pointed out, a significantly positive influence on the performance of a
new product or service. In this order of ideas, such enhancements are not limited to
technological changes, and may be related to changes in processes, operational
practices, and business models (Szekely & Strebel, 2013). In addition, various
researchers, academics, and industry professionals, such as Wagner (2010) and
Gunday et al. (2011), have linked the effects of investments in innovation
management with the sustainable performance of firms, asserting that the adoption
of innovation management practices can significantly affect the sustainable
performance of companies. However, business activities are responsible for many
environmental and social problems, for which companies have an obligation to
fulfill their social responsibility to improve the environment.

In this sense, the concern for sustainability is not of critical importance only for
large companies, since according to Zee (2011) in an enhanced study with large and
small firms in Germany, found that large companies are more likely to produce
environmentally friendly products and services, while small firms are inclined to
have higher levels of environmental awareness and a greater belief in the
environment and sustainability theme. Therefore, the great challenge for SMEs is
to innovate through the perspective of sustainable development, adding more value
to products and processes, and minimizing the negative socio-environmental
impacts that are the result of industrial activity, but are necessary. social changes to
value these products and services (Charter & Clark, 2007).

In the case of Mexican SMEs, it is common for them to have structures focused on
ownership and control that allow them to reach and apply decisions more quickly
(Lee, 2013). In addition, several of the SMEs reflect a large dose of self-sacrifice to
ensure the continuity of the organization (Glover & Reay, 2015), financing in most
cases the investment plans with their own assets (Blanco-Mazagatos et al., 2007).
Thus, in this way, Mexican companies demonstrate that they have the necessary
requirements for the development of an adequate innovation management and its
impact on the level of sustainable performance.
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Thus, considering the information presented, it is possible to propose the following
research hypothesis:

H1: A higher level of innovation management, higher level of sustainable
performance.

2.2 Social innovation and sustainable performance

Drucker (1986) was the first person to introduce the concept of social innovation
during the modern management era, stating that management was the dominant
power during the 1940s or 1950s in economies, but argued that the new dominant
power for the next 20 or 30 years it would be the one that refers to the solution of
social problems. Likewise, two decades later Drucker (2002) and Mulgan et al.
(2006), concluded that the most important innovations should come from the social
sectors, rather than from companies doing business, since it is in society where the
adoption and implementation of innovation activities is most required.

In this sense, in the current literature the topic of social innovation is not limited
and complex in its definition since numerous researchers around the world have had
points of discrepancy and coincidence in its definition. For example, the Economic
Commission for Latin America and the Caribbean defines social innovation as “new
forms of management, administration and execution, new instruments or tools, new
combinations of factors aimed at improving the social and living conditions in
general of the population of the region” (ECLAC, 2015). However, the topic of
social innovation is considered in the literature of the field of innovation as an
emerging construct, which favors the debate on how the concept should be
constructed and in what terms it should be used (Moulaert et al., 2005; Bignetti,
2011; Ferreira, 2012).

Likewise, social innovation addresses the various difficulties faced by society at a
global level in issues such as social inequality, poverty, inequity, health, education,
the environment, among others. All these problems that, because they are so similar
and at the same time so different in their way of approaching and facing, do not
imply that the solutions are the same for all nations; but through the approach
between the various actors (government, private initiative, NGOs, academics,
researchers, among others), an attempt is made to give answers to these difficulties,
especially when it is related to the level of sustainable performance of the companies
of all sizes and sectors.

In this order of ideas, social innovation arises because of the applied knowledge that
society requires, through the participation and cooperation of the different actors
involved in the innovation process, resulting in a new and perennial solution for
groups. social, communities or society. According to Bignetti (2011), social
innovation can be conceptualized as the means to achieve social change, seeking
mechanisms to address different types of problems, among which are the
improvement of the level of sustainable performance.

Analyzing the different definitions of social innovation provided by various
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researchers and academics, Cloutier (2003) concludes that, in general, social
innovation is a “new response” to an unsatisfactory social scenario. In addition,
Cloutier (2003) emphasizes that social innovation bears this title because it refers
to the well-being of individuals and communities, which is specified as a lasting
change, aimed at individual, territory, or company development, therefore, social
innovation does not have a particular form, it can be seen as procedural,
organizational or institutional. According to Neumeier (2012), social innovation has
characteristics that, when compared with previous studies, have different forms of
diffusion that go beyond temporary trends and with an effect on the future of
sustainable development of society in general.

Additionally, social innovation has been analyzed as a new form of collaboration
aimed at placing emphasis on the needs of society and/or achieving social change
and has also had an increase in the promotion of public policy (Ayob et al., 2016),
since the emphasis on public policy is a new way for the government to prioritize
collaboration between the government and citizens. Notwithstanding, the ever-
increasing increase in the debates of politicians and society in general, social
innovation continues to be a controversial concept, especially regarding the
magnitude of said social change and its effects on the sustainable performance.
Under this context, there are two positions in the literature regarding social
innovation and its effects on the level of sustainable performance. On the one hand,
those researchers and academics who consider that social innovation is any result
of innovation that responds mainly to the needs of society (Pol & Ville, 2009). On
the other hand, there are those researchers and academics who have a more radical
position, considering that social innovation is an integrated process in sociocultural
life and in the contexts of politics (Moulaert et al., 2005), which stimulates the
collaboration of all sectors of the economy and tries to find the unjust power
relations (Montgomery et al., 2012; Ayob et al., 2016; Ziegler, 2017). Thus,
considering the information presented, it is possible to propose the following
research hypothesis:

H2: A higher level of social innovation, higher level of sustainable performance.

2.3 Innovation Management and Social Innovation

Theories and approaches on innovation management and social innovation provide
concepts that are similar and at the same time differ from each other. The similarities
can be seen from the point of view that various social innovations require support
for innovation management. However, if the impact on the results is considered, it
goes beyond the initial purposes, therefore, social innovation turns out to be a
broader concept. Social innovation not only considers management elements, but
also factors related to innovation and results. In fact, it can be said that social
innovation requires a certain level for innovation management. But not all
innovation efforts, even when they impact on generating changes in social relations,
have the attributes of social innovation (Teixeira et al., 2017).
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When the concepts through which such innovations originate are considered,
creation and diffusion are very inflexible. In relation to creation, innovation
management involves internal and external personnel, this is commonly done in
different stages such as motivation, invention, application and labeling of the theory
(Birkinshaw et al., 2008). Instead, to carry out dissemination, it goes hand in hand
in decision making, considering, planning, adaptation, and implementation. Like
the previous one, it also involves internal and external personnel, but with different
roles than those mentioned in the creation. Instead, the concept of social innovation
ranges from creating and developing to maintaining and expanding to achieve
systemic change. This concept is local and territorial, in the same way with the
participation of internal and external personnel (Mulgan, 2006, 2010; Oliveira &
Breda-Vazquez, 2012; Buckland & Murillo, 2014).

Although it is true that, both in the innovation management and social innovation,
personnel internal or external to the company intervene, these may occupy hybrid
functions at different times, for example, as a consultant or as a manager. In the
latter case, the need to partner is fundamental, since joint actions are required with
non-profit organizations, civil organizations, families, and leaders, being key to
achieve truly systemic changes (Pol & Ville, 2009; Mulgan, 2010; Klein, 2013).
As can be seen, either in their results or in their consequences, both types of
innovations are extremely complex, and efforts to innovate may be unsuccessful in
both cases. Innovation management may imply a performance result that is difficult
to measure, such as the impact on employees and other actors (VVolberda et al., 2013).
Similarly, the results of social innovation depend on its level of institutional
commitment and can be perceived in new forms of organization and social
relationships, new or improved products, services, laws, regulations, procedures,
models, strategies, and institutional programs. The results of social innovation also
include advances in well-being, sustainability, social and political inclusion, as well
as quality of life, particularly for the most vulnerable and marginalized groups
(André & Abreu, 2006; Pol & Ville, 2009; Mulgan, 2010; Hart et al., 2015).

In this sense, the methodological diversity highlights the different levels of analysis
and abstraction that are required and used for research in innovation management
and social innovation, it is also highlighted that these constructs have carried out
exhaustive investigations in cases of study, as well as longitudinal investigations,
detailing the processes of generation, adoption and diffusion (Volberda et al., 2013;
Pitsis et al., 2013). However, the scientific community is interested in large-scale
comparative international surveys based on standardized measures, such as those of
the Oslo Manual (OECD, 2005), although Damanpour (2014) mentions that it has
some restrictions. Finally, in the case of social innovation, researchers focus on its
scope of development, including the factors that facilitate application, and placing
emphasis on successful experiences (Parente et al., 2014). Therefore, considering
the information presented, it is possible to propose the following research
hypothesis:
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H3: A higher level of innovation management, higher the level of social innovation.

On the other hand, to respond to the three research hypotheses raised in this work,
an empirical study was carried out in the manufacturing companies of the state of
Aguascalientes (Mexico), using the business directory available in the Business
Information System of Mexico (SIEM) for the State of Aguascalientes in 2019,
which had a record as of May of 1,350 manufacturing companies with 5 to 250
workers. In addition, a survey was designed that was applied to the managers of the
companies, and it was applied to a sample of 300 companies selected through a
simple random sampling with an error of +5% and a significance level of 95%,
representing said sample a little more than 22% of the total population under study,
and the survey was applied during the months of May to July 2019.

Likewise, for the measurement of innovation management, an adaptation was made
to the scale proposed by Kunz and Linder (2015), who considered that innovation
management can be measured through 9 items. About social innovation, this was
measured through an adaptation to the scale proposed by Pot and Vaas (2008), who
considered that it can be measured through 12 items. Finally, for the measurement
of sustainable performance, an adaptation was made to the scale proposed by
Gadenne et al. (2012), who considered that this can be measured through 5 items.
All the items on the three scales were measured using a 5-point Likert-type scale
with 1 = completely disagree to 5 = completely agree as limits.

In addition, for the evaluation of the reliability and validity of the three scales used
in this study, a Confirmatory Factor Analysis (CFA) was applied, using the
maximum likelihood method with the SmartPLS 3.3 software (Hair et al., 2019).
Thus, reliability and validity were measured with Cronbach's Alpha and the
Composite Reliability Index (CRI), and the Extracted Variance Index (EVI),
respectively (Bagozzi & Yi, 1988), to assess the consistency internal of the three
scales (Hair et al., 2019). The results obtained indicate that the Cronbach's Alpha
and CRI values are higher than 0.7, as well as the EVI are higher than 0.5, which
indicates the existence of reliability of the innovation management, social
innovation, and sustainable performance scales (Nunally & Bernstein, 1994, Hair
et al., 2017). Table 1 shows the results obtained in greater detail.

Table 1: Convergent, Reliability and Validity

Variable Cronbach Alpha CRI EVI
Innovation Management 0.960 0.958 0.718
Social Innovation 0.948 0.951 0.619
Sustainable Performance 0.865 0.863 0.561
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In addition, the assessment of the scales also includes the discriminant validity,
which is measured through three elements: the Fornell and Larcker criterion, the
cross loads and the heterotrait-monotrair ratio (HTMT) of correlations (Hair et al.,
2019). Given that a structural equation model will be used through the Partial Least
Squares (PLS-SEM), it was considered convenient for this empirical study to use
the HTMT to measure the discriminant validity of the three measurement scales.
Therefore, discriminant validity indicates the degree to which a construct is truly
different from the other constructs (Hair et al., 2019). The most effective measure
for its measurement is the HTMT (Henseler et al., 2015), since technically it is an
estimate of what the real correlation between the three constructs would be if they
were measured in a perfect way, for which a HTMT value less than 0.85 (Henseler
et al., 2015).

Table 2: Discriminant Validity (HTMT)

Innovation Social Sustainable

Variables .
Management | Innovation | Performance

Innovation Management

Social Innovation 0.377
Sustainable Performance 0.371 0.474

Table 2 shows the HTMT values of the three related constructs (innovation
management, social innovation and sustainable performance), and it can be seen
that the value of the three relationships is 0.377, 0.371 and 0.474 is clearly below
the threshold plus conservative of 0.85 as a relevant minimum level. Therefore, it
is possible to establish, according to the results obtained, that the scales that measure
the relationship between innovation management, social innovation and sustainable
performance have a discriminant validity, that is, the three constructs are measuring
different things, but they are related to each other (Hair et al., 2019).

3. Main Results

To respond to the three hypotheses raised in this study, a structural equation model
was applied with the support of the SmartPLS 3.3 software (Hair et al., 2019),
analyzing the nomological validity of the theoretical model of innovation
management, social innovation and sustainable performance through the Chi-square
test, by means of which the results obtained between the theoretical model and the
measurement model were compared, obtaining non-significant results which allows
establishing an explanation of the relationships observed between the constructs
latent (Anderson & Gerbing, 1988; Hatcher, 1994). The results obtained are shown
in the nomogram presented in the following figure.
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Figure 1: Nomogram of the PLS-SEM application

Figure 1 shows the values of the standardized factor loadings of innovation
management, social innovation, and sustainable performance, and they are mostly
higher than 0.70, which indicates the existence of internal reliability (Hair et al.,
2019). Additionally, the value of the standardized coefficients (0.372; 0.217; 0.358;
p < 0.01) can also be appreciated, which establishes that innovation management
has significant positive effects on social innovation and sustainable performance, as
well as social innovation has significant positive effects on sustainable performance
in SMEs in Mexico. However, to be certain that the data on the relationship between
these three constructs are significant, it is necessary to review the data from the
HTMT confidence interval by applying bootstrapping (Dijkstra & Henseler, 2015).
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Table 3: Bootstrapping Confidence Intervals
Variables Original Sample Bias | 2.5% | 97.5%
Sample (O) | Mean (M)
Innovation Management—Social Innovation 0.377 0.378 0.000 | 0.261 | 0.492
Innovation Management—Sustainable 0.371 0.372 0.002 | 0.255 | 0.494
Performance
Social Innovation—Sustainable Performance 0.474 0.474 0.000 | 0.344 | 0.592

Table 3 shows the values obtained from the confidence interval of the HTMT at
2.5% and 97.5% in the bootstrapping analysis, and it can be observed that both in
the lower and upper intervals there is no value of 1, which indicates the existence
of the stability of the estimation of the coefficients of the relationships between
innovation management, social innovation and sustainable performance (Dijkstra &
Henseler, 2015). These results suggest that the directors of Mexican SMEs should
focus their efforts on significantly increasing the activities of both innovation
management and social innovation, as this will facilitate the achievement of a higher
level of sustainable performance.

Additionally, these results have various implications for both managers and SMEs
in Mexico, the first of which is related to obtaining the data derived from the
application of the 300 surveys, which allowed a robust analysis to be carried out of
the existing relationship between innovation management, social innovation, and
sustainable performance in one of the most important sectors for the Mexican
economy and society (SMEs), for which in future studies it would be essential to
analyze these same three constructs in case studies of success, or in longitudinal
studies. Therefore, it is not surprising that in the innovation literature researchers,
academics and industry professionals consider that innovation management and
social innovation play an essential role in obtaining a higher level of sustainable
performance.

A second implication derived from the results obtained is that innovation
management activities have a greater positive influence on social innovation than
on the level of sustainable performance, like what had already been established in
previously published studies (Mulgan, 2010; Hart et al., 2015; Teixeiraetal., 2017).
Therefore, innovation management represents a substantial activity in companies,
particularly in manufacturing SMEs, since generally when innovation management
activities are increased and improved, it is more likely that innovation activities will
also do so. social innovation, which will facilitate not only obtaining better results,
but also increasing sustainable performance.

A third implication emanating from the results obtained is that most of the studies
published in the literature in the field of innovation have practically been oriented
towards the analysis and discussion of the relationship between innovation
management, social innovation, and performance. sustainable in developed
countries, leaving aside its analysis in developing countries and emerging
economies, such as Mexico. Therefore, it is important to establish that SMEs
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represent most of the companies established in these types of countries, in addition
to being the essential source of economic and social development, for which it is
essential that researchers, academics and professionals of the industry focus their
studies on the analysis and discussion of these three constructs to provide robust
empirical evidence.

A fourth and final implication derived from the results obtained is that the adoption
of the different activities of innovation management, as well as of social innovation,
require various changes in SMEs, which is why it is essential that the managers of
companies involve their main business partners in the implementation of innovation
management activities, as this will facilitate not only the development of social
innovation activities, but also the achievement of a substantial increase in the level
of sustainable performance. Therefore, it is not surprising that, in the current
literature in the field of innovation, innovation management is considered an
essential business strategy that is being implemented more and more in a greater
number of SMEs.

4. Conclusion

The results obtained in this study allow different conclusions to be drawn, among
which the following should be mentioned. A first conclusion derived from the
results obtained is that the estimated theoretical model has high internal consistency,
since the results obtained allowed a high correlation between innovation
management, social innovation and sustainable performance. which allowed the
three hypotheses raised in the study to be accepted. A second conclusion is that,
additionally, the same estimated model allowed a general vision of the main
activities of innovation management, as well as of social innovation, which
facilitated both the generation of knowledge and empirical evidence on the
importance they have. these three constructs in SMEs.

A third conclusion derived from the results obtained is that the studies that have
been published in the literature in the field of innovation, which analyze and discuss
the relationship between the activities of innovation management, social innovation
and sustainable performance are relatively scarce compared to studies that have
focused on the conceptualization of these constructs (Teixeira et al., 2017), which
from our point of view lack a substantial contribution to the generation of
knowledge, as they do not provide empirical evidence that allows establishing the
effects of innovation management on social innovation and sustainable performance
of SMEs, which does not allow corroborating the results obtained in this study with
studies previously published in the literature.

A fourth conclusion from the results obtained is that the relationship between the
activities of innovation management, social innovation, and the level of sustainable
performance in SMEs is a relatively recent topic in the literature in the field of
innovation. However, even when this topic is attracting the attention of the scientific,
academic, and business community, it is possible to conclude in general terms that
this topic is unfinished and open to discussion (Teixeira et al., 2017). A fifth and



The Relationship Between Innovation Management, Social Innovation and... 97

conclusion emanating from the results obtained is that the analysis and discussion
of the relationship between innovation management, social innovation, and the level
of sustainable performance in SMEs in emerging economy countries, as is the case
of Mexico has not been explored in the current scientific literature in the field of
innovation, therefore this study provides empirical evidence and new knowledge of
the relationship between these three constructs.
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