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Management Innovation and Organizational Performance:

The Mediating Effect of Performance Management
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DISCUSSION

In this study, we have examined independent and joint effects of MI and PM on organi-
zational performance. We conducted statistical tests using structural equation models in
a sample of English local governments. The main findings from this study are that (1)
MI does not have a direct impact on organizational performance, (2) PM directly affects
organizational performance, and (3) the effect of MI on organizational performance is fully
mediated by PM.

The literature on innovation and performance in the public and private sectors led us to
hypothesize that there would be a positive relationship between MI and organizational per-
formance. Our analysis, however, indicates that PM mediates this relationship (Model 3,
figure 3). Although the balance of evidence on the direct effect of innovation on perfor-
mance is weighted toward positive findings, previous research has not examined the pos-
sible mediating effects of other variables. Therefore, our study’s findings signal the need for
more extensive research on the innovation-performance relationship counting for the me-
diating role of organizational attributes and processes.
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