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Abstract 
In contemporary hyper-competitive and digitalized markets, organizational culture serves as a foundational 
determinant of employee innovation capability. This critical review systematically synthesizes empirical research 
from 2021 to 2026 to evaluate how distinct organizational culture typologies—grounded in the Competing Values 
Framework (CVF)—and psychological climates influence employee innovative work behavior (IWB). Analyzing 15 
benchmark peer-reviewed studies across diverse industrial and geographic contexts, this paper evaluates the 
mechanisms linking Adhocracy, Clan, Market, and Hierarchy cultures to individual creative performance. The 
synthesis reveals that Adhocracy culture exerts the strongest direct positive impact on idea generation and promotion, 
whereas Clan culture fosters the psychological safety and knowledge-sharing climates essential for idea 
implementation. Conversely, rigid Hierarchy cultures inhibit creative self-efficacy unless mitigated by 
transformational or empowering leadership. Furthermore, psychological safety and adaptive competence emerge as 
critical mediating mechanisms, while digital technology integration moderates cultural efficacy. This review 
articulates an integrative framework, identifies key methodological gaps in cross-cultural and longitudinal research, 
and offers strategic recommendations for organizational leaders seeking to cultivate sustainable innovation 
capabilities. 
 
Keywords: Adhocracy Culture, Competing Values Framework, Employee Innovation Capability, Innovative Work 
Behavior, Psychological Safety 
 
INTRODUCTION 

In the modern global economy, rapid technological advancement, market volatility, and shifting consumer 
expectations have transformed innovation from an episodic strategic choice into a continuous organizational 
imperative. While macro-level investments in research and development (R&D) and digital infrastructure provide 
structural capacity, the ultimate catalyst for sustainable organizational innovation resides in micro-level human 
capital—specifically, employee innovation capability (Azeem et al., 2021). Employee innovation capability refers to 
an individual's multifaceted capacity to generate novel and useful ideas, champion those ideas across organizational 
networks, and execute them effectively within workplace workflows (Liu et al., 2024). However, individual creative 
potential remains largely latent unless activated, nurtured, and sustained by a supportive organizational context. 

Organizational culture—defined as the shared values, beliefs, assumptions, and behavioral norms that guide 
how members perceive and respond to their environment—serves as the primary contextual filter shaping individual 
behavior (Bimo & Sulistyaningsih, 2024). Culture dictates what is valued, rewarded, or penalized within an 
organization, thereby influencing an employee's willingness to take intellectual risks, share tacit knowledge, and 
engage in innovative work behavior (IWB) (Primananda, 2026). Despite extensive scholarly interest in the culture-
innovation relationship, contemporary organizational environments present novel complexities. The integration of 
digital technology, remote and hybrid work modalities, and diverse generational workforces has altered traditional 
cultural dynamics, creating critical research gaps regarding which cultural dimensions most effectively foster 
employee innovation capability in contemporary settings (Li & Pan, 2026). 
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To address these evolving dynamics, this paper conducts a systematic critical review of literature published 
between 2021 and 2026. Utilizing Cameron and Quinn's Competing Values Framework (CVF) alongside 
contemporary organizational climate theories, this review aims to accomplish three primary objectives: (1) evaluate 
how specific cultural typologies (Adhocracy, Clan, Market, and Hierarchy) differentially influence individual 
innovation capabilities; (2) synthesize the mediating and moderating mechanisms—such as psychological safety, 
knowledge sharing, and transformational leadership—that translate cultural values into actionable employee 
behaviors; and (3) articulate an integrative theoretical framework that guides future empirical research and strategic 
managerial interventions. 
 
LITERATURE REVIEW 

The theoretical foundation of organizational culture research prominently features the Competing Values 
Framework (CVF), which categorizes culture along two axes: flexibility versus stability, and internal integration 
versus external orientation (Sott et al., 2025). This matrix yields four distinct cultural archetypes: Adhocracy 
(flexibility/external focus), Clan (flexibility/internal focus), Market (stability/external focus), and Hierarchy 
(stability/internal focus) (Chaudhry, 2025). In relation to employee innovation capability, empirical findings from 
2021 to 2026 indicate that these four archetypes operate through fundamentally distinct psychological and behavioral 
pathways. 

Adhocracy culture, characterized by entrepreneurship, risk-taking, and autonomy, exhibits the most potent 
direct relationship with idea generation and creative problem-solving (Gupta & Arora, 2024). In an Adhocracy 
environment, experimentation is prioritized, and failure is re-framed as a learning mechanism, thereby elevating 
employees' creative self-efficacy (Sott et al., 2025). Conversely, Clan culture emphasizes mentorship, collaboration, 
and trust. While Clan culture may not emphasize radical external market disruption to the same degree as Adhocracy, 
it provides the requisite psychological safety and cohesion necessary for idea promotion and collaborative refinement 
(Hossain & Islam, 2025). 

Market culture focuses heavily on competitiveness, achievement, and goal attainment. Recent studies 
suggest a nuanced effect: Market culture drives incremental innovation and rapid execution due to performance 
pressures, but may stifle radical creativity if stringent short-term metrics induce risk-aversion (Makumbe, 2024). 
Finally, Hierarchy culture, which stresses control, standardization, and formal procedures, is generally found to exert 
a negative or non-significant direct effect on employee innovation capability (Bimo & Sulistyaningsih, 2024). 
However, when paired with transformational leadership or empowering HR practices, structured environments can 
facilitate the systemic implementation phase of finalized innovations (Nisa & Fuad, 2025). 

Table 1. Synthesis of Core Organizational Culture Typologies and Innovation Impacts 

Culture Typology 
(CVF) 

Core Values & 
Norms 

Primary Impact on 
Innovation Capability 

Key Empirical Findings 
(2021–2026) 

Adhocracy Culture Flexibility, risk-
taking, 
entrepreneurship, 
external focus 

High positive impact on idea 
generation & creative 
experimentation 

Directly boosts creative self-
efficacy and radical IWB (Sott 
et al., 2025; Gupta & Arora, 
2024). 

Clan Culture Collaboration, 
trust, mentorship, 
internal cohesion 

High positive impact on 
psychological safety & idea 
promotion 

Fosters knowledge sharing 
climate and collaborative 
execution (Hossain & Islam, 
2025; Li & Pan, 2026). 

Market Culture Competitiveness, 
achievement, goal 
orientation, 
external focus 

Moderate/Mixed impact; 
favors incremental over 
radical innovation 

Drives goal-oriented execution 
but can induce risk aversion 
under pressure (Makumbe, 
2024). 

Hierarchy Culture Stability, control, 
standardization, 
formal structure 

Neutral to negative impact on 
idea generation; structured 
execution 

Inhibits early-stage creativity 
unless buffered by 
empowering leadership (Bimo 
& Sulistyaningsih, 2024; Nisa 
& Fuad, 2025). 
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Figure 1. Conceptual Framework Linking Organizational Culture Typologies to Employee Innovation Capability 

 
METHOD 

This critical review adhered to a structured literature search protocol inspired by the PRISMA (Preferred 
Reporting Items for Systematic Reviews and Meta-Analyses) guidelines. Literature was identified through 
systematic searches across major scholarly databases, including Scopus, Web of Science, Emerald Insight, and 
Google Scholar, covering publications from January 2021 to January 2026. The search strategy utilized targeted 
Boolean combinations of keywords: ("organizational culture" OR "competing values framework" OR "adhocracy 
culture" OR "clan culture") AND ("employee innovation capability" OR "innovative work behavior" OR "creative 
self-efficacy" OR "idea generation"). 

To ensure high methodological rigor, studies were screened against predefined inclusion criteria: (1) 
empirical research or comprehensive systematic reviews published in peer-reviewed journals between 2021 and 
2026; (2) explicit operationalization of organizational culture or climate as an independent/mediating variable; (3) 
direct focus on employee-level innovation capabilities or innovative work behaviors; and (4) validated quantitative 
measurement scales (e.g., PLS-SEM, CB-SEM) or rigorous qualitative/mixed methodologies. Studies focusing 
solely on macro-level technological innovation without human resource or behavioral dimensions were excluded. 

A total of 15 core studies fulfilling all criteria were selected for full-text synthesis. The analytical framework 
evaluated each study across four criteria: theoretical grounding, methodological design, mediating/moderating 
mechanisms, and practical applicability. Figure 2 illustrates the distribution of methodological paradigms and 
sectoral contexts across the reviewed literature. 
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Figure 2. Distribution of Methodological Paradigms and Industrial Contexts in Reviewed Literature (2021–2026) 
 
RESULTS AND DISCUSSION 

The critical synthesis of the 15 benchmark studies reveals three central insights regarding how organizational 
culture shapes employee innovation capability: (1) direct cultural drivers favor flexibility and external adaptability; 
(2) underlying mediating mechanisms dictate whether cultural potential converts into individual action; and (3) 
leadership and digital infrastructure serve as critical boundary conditions. Table 2 provides a comparative matrix of 
core empirical studies published between 2021 and 2026, summarizing their specific methodological approaches, 
key cultural constructs, and primary findings. 
 

Table 2. Comparative Synthesis of Benchmark Empirical Studies (2021–2026) 

Author(s) 
& Year 

Context / 
Sample 

Methodology Core Culture 
Variables 

Primary Findings & Outcomes 

Azeem et al. 
(2021) 

Service & 
IT Firms 
(N=340) 

Quantitative 
PLS-SEM 

Org Culture, 
Knowledge 
Sharing 

Org culture significantly enhances 
knowledge sharing, which directly 
drives individual innovation 
capability. 

Vrontis et 
al. (2022) 

Tech 
Enterprises 
(Review) 

Systematic 
Review 

Digital Culture, 
Tech 
Integration 

Digital talent and agile culture 
synergize to enhance employee 
creative output in AI-driven 
environments. 

Usman et al. 
(2023) 

Manufactur
ing Sector 
(N=412) 

Multi-wave 
Quantitative 

Green Training, 
Eco-Culture 

Green organizational culture 
amplifies employee eco-
innovative behavior outside and 
inside work. 

Sott et al. 
(2024) 

European 
High-Tech 
(N=285) 

Structural 
Equation 
Modeling 

Adhocracy 
Culture, 
Leadership 

Adhocracy culture directly 
elevates creative self-efficacy and 
radical innovative work behavior. 

Hossain & 
Islam 
(2025) 

Public 
Sector 
Organizatio
ns (N=310) 

Mixed-Methods Psychological 
Safety, Support 

Psychological safety mediates 
Clan culture's effect on idea 
promotion and collaborative 
execution. 

Li & Pan 
(2026) 

SME 
Enterprises 
(N=450) 

Quantitative 
PLS-SEM 

Knowledge 
Sharing, 
Culture 

Knowledge-sharing climate fully 
mediates the relationship between 
supportive culture and employee 
IWB. 
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Underlying Mediating Mechanisms: Psychological Safety and Knowledge Sharing 
A critical finding across recent empirical studies is that organizational culture rarely affects employee 

innovation capability in a direct, linear fashion. Rather, cultural norms operate by creating psychological conditions 
that enable or restrict individual initiative (Hossain & Islam, 2025). Psychological safety—the belief that one will 
not be punished, humiliated, or marginalized for speaking up with ideas, questions, or mistakes—serves as the 
primary explanatory bridge (Li & Pan, 2026). When Clan and Adhocracy cultural practices signal that interpersonal 
risk-taking is safe, employees exhibit higher willingness to propose unconventional solutions and engage in radical 
IWB. 

Similarly, knowledge-sharing climate functions as an indispensable conduit (Azeem et al., 2021; 
Primananda, 2026). An innovative idea requires the integration of diverse information sets. Cultures that eliminate 
organizational silos and incentivize cross-functional knowledge exchange provide the cognitive raw materials 
necessary for creative problem-solving (Liu et al., 2024). 
 
Moderating Boundary Conditions: Leadership and Digital Readiness 

The impact of culture on employee innovation is further bounded by leadership behaviors and digital 
readiness. Transformational leadership acts as a potent cultural multiplier: leaders who articulate a compelling vision, 
offer intellectual stimulation, and provide individualized consideration reinforce Adhocracy and Clan values (Nisa 
& Fuad, 2025; Primananda, 2026). Conversely, transactional or authoritarian leadership styles neutralize the positive 
benefits of an innovative culture by imposing rigid control systems (Chaudhry, 2025). 

In addition, digital technology integration acts as a modern moderator (Vrontis et al., 2022). As organizations 
adopt collaborative digital tools and AI-driven platforms, digital readiness enables employees in Adhocracy and Clan 
cultures to rapidly prototype, test, and iterate creative ideas across geographically dispersed teams (Li & Pan, 2026). 
 

Table 3. Critical Evaluation of Theoretical Frameworks, Mechanisms, and Research Gaps 

Theoretical 
Lens 

Explanatory 
Mechanism 

Strengths in Culture 
Research 

Identified Research 
Gaps (2021–2026) 

Competing 
Values 
Framework 
(CVF) 

Cultural alignment 
along flexibility vs. 
stability and internal 
vs. external focus 

Robust categorization of 
organizational values 
and strategic 
orientations 

Over-simplifies hybrid 
cultural configurations in 
modern agile & remote 
workforces. 

Social 
Exchange 
Theory (SET) 

Reciprocal norm of 
innovation effort in 
exchange for 
organizational support 

Explains employee 
motivation and 
psychological 
empowerment pathways 

Limited attention to 
negative emotional costs 
or burnout from 
continuous innovation. 

Componential 
Theory of 
Creativity 

Domain skills, creative 
thinking, and task 
motivation supported 
by climate 

Directly links 
organizational 
environment to 
individual cognitive 
processing 

Requires integration with 
modern digital tools and 
AI-augmented creative 
processes. 

Conservation 
of Resources 
(COR) 

Culture as a resource 
repository preventing 
emotional strain during 
risk-taking 

Highlights protective 
role of psychological 
safety in failure-prone 
tasks 

Needs broader empirical 
testing across cross-
cultural and emerging 
market settings. 

 
CONCLUSION 

This critical review demonstrates that organizational culture is a primary driver of employee innovation 
capability, operating through complex behavioral, psychological, and structural pathways. Grounded in the 
Competing Values Framework, the literature from 2021 to 2026 confirms that Adhocracy and Clan cultures provide 
the most conducive environments for stimulating individual creativity, idea promotion, and innovative work 
behavior. Conversely, while Market cultures foster goal-driven execution, they require careful balancing to avoid 
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risk-aversion, and Hierarchy cultures must be buffered by empowering leadership to prevent the suppression of 
employee initiative. Theoretical implications of this synthesis include the necessity of integrating multi-level 
frameworks that account for psychological safety, knowledge sharing, and digital tools as mediating and moderating 
mechanisms. From a practical perspective, organizational leaders seeking to enhance innovation capabilities must 
move beyond superficial culture statements. Instead, they must actively cultivate psychological safety, align 
performance appraisal systems with constructive risk-taking, and equip managers with transformational leadership 
competencies. Future research should address identified methodological gaps by adopting longitudinal and 
experimental designs to establish causal directionality, examining the impact of AI integration on cultural norms, 
and conducting cross-cultural comparative studies across emerging economies. 
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