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CrossMark

This study aimed to identify and explain the factors affecting organizational innovation in
pharmaceutical companies listed on the Tehran Stock Exchange with a focus on the economic
leap approach. The present study was applied in terms of purpose and qualitative in nature using
thematic analysis, complemented by questionnaire data in the final stage. The research
population consisted of senior managers, chief executive officers, and research and development
managers of pharmaceutical companies listed on the Tehran Stock Exchange. Qualitative data
were collected through 10 semi-structured interviews, and an online Porsline questionnaire was
distributed among 25 pharmaceutical industry managers to validate and prioritize the findings.
Data analysis was conducted through open, axial, and selective coding as well as thematic
analysis. Questionnaire data were analyzed using descriptive statistics and factor ranking
procedures. The findings revealed that organizational innovation in the Iranian pharmaceutical
industry is influenced by seven major factors, including human capital, absorptive capacity of
knowledge and technology, innovation-oriented organizational culture, investment in research
and development, flexible organizational structure, external collaborations, and incremental low-
cost innovation. Among these factors, human capital achieved the highest priority and was
identified as the primary driver of organizational innovation. The results also demonstrated that
absorptive capacity plays a critical role in exploiting technological opportunities and localizing
external knowledge. Furthermore, a learning-oriented organizational culture characterized by
adaptability, risk tolerance, and acceptance of failure was recognized as an essential platform for
innovation development. The findings indicated that Iranian pharmaceutical companies tend to
prioritize incremental and low-cost innovations and adopt a cautious approach toward external
collaborations due to institutional and economic constraints. The results demonstrated that
organizational innovation in Iranian pharmaceutical companies is shaped by the simultaneous
interaction of human, technological, structural, and environmental factors. Achieving innovation
success requires strengthening human capital, developing absorptive capacity, fostering an
innovation-oriented culture, and strategically utilizing technological opportunities and external
collaborations.

Keywords: Organizational Innovation, Pharmaceutical Industry, Economic Leap, Absorptive
Capacity, Human Capital, Organizational Culture, Research and Development, Digital
Transformation
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Extended Abstract

Introduction

Organizational innovation has become one of the most critical determinants of survival,
competitiveness, and sustainable development in knowledge-based industries. In highly dynamic sectors
such as pharmaceuticals, innovation is no longer limited to the introduction of new products; rather, it
encompasses organizational structures, managerial systems, technological capabilities, learning
mechanisms, and strategic adaptability. Pharmaceutical companies operate in environments characterized
by rapid technological change, strict regulations, high research and development costs, global competition,
and increasing customer expectations. Consequently, organizational innovation plays a pivotal role in
enabling firms to respond effectively to environmental turbulence and maintain competitive advantages
(Damle & Krishnamoorthy, 2022; Raza et al., 2023).

The pharmaceutical industry is particularly dependent on innovation because product development
cycles are lengthy, costly, and highly uncertain. In developing economies, pharmaceutical firms also face
additional constraints such as technological dependency, limited financial resources, sanctions, and
institutional barriers. Under such conditions, organizational innovation becomes a strategic necessity
rather than an optional managerial practice. Studies have demonstrated that firms with stronger innovation
capabilities are more likely to improve organizational agility, operational performance, and long-term
sustainability (Ajike et al., 2024; Ibikunle et al., 2023). Moreover, innovation-oriented organizations are
better positioned to exploit emerging technological opportunities and adapt to market transformations
(Carmine, 2022).

Human capital has consistently been identified as one of the most important drivers of
organizational innovation. Skilled employees, knowledge workers, and creative teams constitute the
foundation of innovation capability in knowledge-intensive industries. Research suggests that
organizations investing in employee empowerment, continuous learning, and professional development
exhibit higher levels of innovation performance and strategic flexibility (Putri et al., 2022; Zhang et al.,
2021). In pharmaceutical firms, where scientific expertise and technological knowledge are central to
production and development processes, human capital becomes even more essential.

Another important factor influencing organizational innovation is absorptive capacity, which
refers to the organization’s ability to identify, acquire, assimilate, and exploit external knowledge and
technologies. Pharmaceutical firms frequently rely on collaborations with international companies,
universities, research institutions, and technological ecosystems to accelerate innovation processes.
However, the successful utilization of external knowledge depends largely on the organization’s internal
absorptive capabilities (Kim et al., 2021; Zhou et al., 2025). Firms lacking sufficient absorptive capacity may
become technologically dependent rather than innovative. Previous studies have shown that technological
catch-up strategies and knowledge localization significantly contribute to innovation development in
emerging economies (Saghafi et al., 2021).

Digital transformation has also emerged as a major catalyst for organizational innovation. The
integration of digital technologies, artificial intelligence, data-driven systems, online platforms, and
process automation has transformed innovation management in pharmaceutical industries. Digital
transformation enhances organizational agility, accelerates decision-making processes, and facilitates
knowledge sharing across organizational boundaries (Almeman, 2024; Llantada & Pérez, 2022).
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Furthermore, paradoxical leadership and business process management capabilities have been identified
as critical enablers of digital innovation and organizational adaptability (Asrif et al., 2026; Su et al., 2026).

Organizational culture and structure are equally important in shaping innovation outcomes.
Innovation-oriented cultures encourage experimentation, risk-taking, learning from failure, and
collaboration among employees. Flexible and participatory organizational structures facilitate
communication, reduce bureaucratic obstacles, and support cross-functional integration (Schuessler et al.,
2021; Shi, 2021). In addition, open innovation and inter-organizational collaborations contribute
significantly to knowledge exchange and technological advancement (Benavides et al., 2022; Kim et al.,
2021).

Given the economic and institutional challenges facing the Iranian pharmaceutical industry,
understanding the factors influencing organizational innovation has become increasingly important.
Despite the growing body of international literature on pharmaceutical innovation, limited research has
comprehensively examined organizational innovation within Iranian pharmaceutical companies,
particularly from the perspective of economic leap approaches and integrated organizational capabilities.
Therefore, the present study aimed to identify the factors affecting organizational innovation in
pharmaceutical manufacturing companies listed on the Tehran Stock Exchange with a focus on the
economic leap approach.

Methods and Materials

This study adopted a qualitative research design using thematic analysis as the primary
methodological approach. The research focused on pharmaceutical manufacturing companies listed on the
Tehran Stock Exchange. Data collection was conducted in two phases. In the first phase, semi-structured
interviews were conducted with 10 senior managers, chief executive officers, research and development
managers, and operational executives from pharmaceutical companies. Participants were selected through
purposive sampling based on their managerial experience, involvement in innovation processes, and
familiarity with organizational and technological challenges in the pharmaceutical sector.

The interview protocol was developed according to the study objectives and the theoretical
foundations of organizational innovation and economic leap theory. Interviews explored issues related to
human capital, organizational culture, research and development, technological absorption, digital
transformation, external collaborations, innovation barriers, and organizational adaptability. Due to
confidentiality concerns and organizational sensitivities, responses were documented manually rather than
audio-recorded. Interviews continued until theoretical saturation was achieved.

In the second phase, a complementary online questionnaire was designed using the Porsline
platform to validate and prioritize the factors extracted from the interviews. The questionnaire was
distributed among 25 pharmaceutical industry managers and experts. The questionnaire included items
related to the identified themes and asked respondents to evaluate the relative importance of each factor
affecting organizational innovation.

Quialitative data analysis was conducted manually through three coding stages: open coding, axial
coding, and selective coding. Thematic analysis procedures included data familiarization, initial code
generation, theme identification, theme refinement, and final reporting. Quantitative questionnaire data
were analyzed using descriptive statistics, frequency analysis, and ranking procedures to identify the
relative importance of innovation factors.
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Findings

The findings revealed that organizational innovation in Iranian pharmaceutical companies is
influenced by a combination of internal organizational capabilities and external environmental
opportunities. Seven major themes emerged from the interview analysis: incremental and low-cost
innovation, investment in human capital, external collaborations, participatory and flexible organizational
structures, staged research and development management, innovation-oriented organizational culture, and
absorptive capacity of knowledge and technology.

Human capital emerged as the most important factor influencing organizational innovation.
Managers emphasized that skilled employees, continuous training, creativity, and professional
development constitute the foundation of sustainable innovation. According to the questionnaire results,
human capital received the highest priority ranking with 20.3% of total responses and a mean rank of 1.92.

Absorptive capacity and technological knowledge acquisition ranked second among the identified
factors. Managers highlighted the importance of acquiring external technologies, localizing imported
knowledge, and strengthening internal learning capabilities. This factor accounted for 18.7% of responses
and achieved a mean rank of 2.72.

Organizational culture ranked third, emphasizing the significance of supportive environments that
encourage experimentation, risk-taking, and learning from failure. Managers noted that innovative
cultures reduce employees’ fear of failure and facilitate idea generation and collaboration. Organizational
culture received 15.6% of responses and a mean rank of 3.56.

Research and development investment was identified as another major factor influencing
innovation. Managers emphasized staged and evidence-based allocation of R&D resources to minimize
financial risks and improve project efficiency. This factor received 12% of total responses and a mean
rank of 3.72.

Flexible organizational structure also contributed to innovation performance by facilitating
communication among departments, reducing bureaucracy, and accelerating product development
processes. However, managers considered structure less influential than human capital and absorptive
capacity. Organizational structure received a mean rank of 4.20.

External collaborations ranked lowest among the major factors despite being recognized as
important for technological advancement. Managers acknowledged the value of collaborations with
international firms, universities, and research institutions, but institutional constraints, sanctions, and
regulatory complexities limited their practical importance. External collaboration obtained a mean rank
of 4.88.

The findings further indicated that innovation in Iranian pharmaceutical companies is primarily
incremental rather than radical. Managers preferred low-cost and low-risk innovations focused on process
optimization, equipment improvement, and gradual product enhancement due to economic uncertainty
and financial limitations.

Discussion and Conclusion

The findings of this study demonstrate that organizational innovation in Iranian pharmaceutical
companies is a multidimensional phenomenon shaped by the interaction of human, technological, cultural,
structural, and environmental factors. Human capital emerged as the primary driver of innovation,
highlighting the critical importance of skilled employees, creativity, organizational learning, and
professional development in knowledge-intensive industries. The results indicate that innovation



m Molavian Jazi et al. Journal of Technology in Entrepreneurship and Strategic Management 5:1 (2026) 1-18

PUELISLLING INSTUTUTE

capabilities in pharmaceutical firms depend heavily on internal competencies rather than solely on
financial resources or technological investments.

The prominence of absorptive capacity further suggests that organizations must develop the ability
to acquire, internalize, and utilize external knowledge effectively. Pharmaceutical companies operating
under technological and institutional constraints cannot rely exclusively on imported technologies;
instead, they must strengthen internal learning mechanisms and localization capabilities. This finding
reflects the importance of balancing external technological acquisition with internal capability
development.

The study also revealed the importance of organizational culture in fostering innovation.
Organizations characterized by openness, flexibility, and tolerance for failure were more capable of
supporting innovative behavior and organizational adaptability. Similarly, participatory organizational
structures facilitated collaboration across departments and accelerated the transformation of ideas into
practical outcomes.

Research and development investment was identified as a necessary but strategically managed
component of innovation. The findings suggest that staged allocation of R&D resources helps
pharmaceutical companies minimize risks while sustaining innovation activities under economic
uncertainty. Moreover, digital transformation emerged as an increasingly important enabler of
organizational agility and innovation efficiency.

Although external collaborations were considered valuable, they received lower priority due to
sanctions, institutional barriers, and concerns regarding technological dependency. This indicates that
Iranian pharmaceutical companies adopt a relatively self-reliant approach toward innovation, emphasizing
internal capabilities while selectively utilizing external opportunities.

Overall, the results suggest that organizational innovation in the Iranian pharmaceutical industry
depends on the simultaneous strengthening of human capital, absorptive capacity, innovation culture,
organizational flexibility, and strategic research and development management. The study further
demonstrates that successful innovation requires a balanced integration of internal organizational
capabilities and external technological opportunities. These findings provide valuable insights for
policymakers and managers seeking to enhance innovation performance and competitiveness within
pharmaceutical industries operating under complex economic conditions.
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