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ABSTRACT 

This dissertation is a compilation of three distinct but related essays. Overall, this 

research investigates the inter-relationships between stability and change in manufacturing 

firms from developing countries. The basic premise is that firms must continually reconcile 

incompatible stabilizing activities (e.g. improvement, process standardization, and 

exploitation) and change (e.g. innovation, R&D, and exploration), which are critical for long-

term firm survival and performance. The first essay examines how process priority (stability 

driver) and product innovation priority (change driver) influence the likelihood of ISO 9000 

adoption (stability outcome). The second essay examines how exploitative learning (stability 

driver) and exploratory learning (change driver) affect product and process innovations 

(change outcomes). Finally, the third essay examines how R&D investment (change driver) 

and process management standard (stability driver) impact existing product upgrades 

(stability outcome) and new product innovation (change outcome).  

 The first essay contributes to existing literature about formalization and ISO 9000 

adoption via developing and testing a formalization-based perspective of ISO 9000 adoption 

in an emerging economy. It is argued that process-oriented firms are more likely to adopt the 

ISO 9000 standard than innovation-oriented firms, which are more likely to avoid adopting 

the ISO 9000 standard because the practice of process standardization in ISO 9000 may 

constrain flexibility and creativity. Based on Thailand’s R&D/Innovation survey in 1999, the 

empirical results show partial support of the above contention. First, firms with a strong 

emphasis of process improvement (cost, quality, delivery and flexibility) are more likely to 

adopt ISO 9000. Second, firms with a low to moderate emphasis on product innovation 

(product novelty and design) are increasingly likely to adopt ISO 9000, but firms with a high 

emphasis on product innovation are less likely to adopt of ISO 9000. Finally, our findings also 
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reveal a positive moderation effect from process priority on the relationship between 

product innovation priority and ISO 9000 adoption. This suggests that simultaneous 

emphasis on process improvement and product innovation may not be incompatible but 

instead the dual emphases can complement each other with a higher likelihood of ISO 9000 

adoption.  

 In the second essay, we study how absorptive capacity affects innovation 

performance. Absorptive capacity is defined as a firm’s ability to identify, assimilate and 

apply external information and knowledge, which is commonly measured by the firm’s R&D 

investments. Prior studies of absorptive capacity mostly consider the construct as 

unidimensional but this essay examines absorptive capacity as multidimensional, measured 

by different components of R&D investments. Based on data from Thailand’s 

R&D/Innovation surveys in 2006-2008, this study shows that firms not only should balance 

their investments in R&D on exploratory and exploitative learning but also should balance 

their R&D investments in developing products and processes. We find that firms investing in 

R&D for developing new products and R&D for improving existing products and processes 

tend to be more successful in their product and process innovation performances. On the 

other hand, firms that invest in R&D for developing new processes and R&D for improving 

existing processes are more successful in developing new process innovation but not new 

product innovation. Overall, this essay tests and finds general support of inter-relationships 

of exploratory and exploitative learning on product and process innovations, suggesting 

evidence for different types of ambidexterities in managing R&D of an organization. 

 In the third essay, we investigate the relationships between R&D investment and the 

adoption of process management standards on the upgrade of existing products and the 

number of new products. Based on archival surveys of developing counties conducted by the 
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World Bank in 2002-2003, our results show that while R&D investment has a positive 

correlation with existing product improvement, it has a curvilinear (inverted U) relationship 

with new product innovation. The nonlinear finding provides evidence of potential 

diseconomy of scale in the R&D investment for firms in developing countries. The results also 

show that the presence of a process management standard in an organization is correlated 

with a higher likelihood of upgrading existing products but not correlated with number of 

new products. This result suggests that in developing countries, process management 

standard adoption facilitates process improvements such as upgrading existing products but 

has no impact on developing new products for firms. Prior research that suggests a potential 

negative effect of process management standards on new product development is not 

supported by the findings of this study. 
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