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1. Introduction 

In the contemporary business landscape, 

characterized by relentless competition and rapid 

technological advancements, organizations are 

increasingly recognizing the pivotal role of human 

capital in achieving sustainable growth and 

maintaining a competitive edge (Pradana, 2023). The 

traditional reliance on tangible assets has given way to 

a greater emphasis on intangible resources, such as 

employee empowerment and knowledge management, 

as key drivers of organizational success. This 

paradigm shift has prompted researchers and 

practitioners to delve into the intricate relationship 

between these intangible assets and their impact on 

organizational business performance. Psychological 

empowerment, a concept deeply rooted in self-

determination theory, has emerged as a critical factor 

in understanding employee motivation, engagement, 
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A B S T R A C T  

In the dynamic landscape of modern business, organizations are 
increasingly recognizing the pivotal role of human capital in driving 

sustainable growth and competitive advantage. This study delves into 
the intricate relationship between psychological empowerment, 
knowledge management readiness, and their combined impact on 
organizational business performance. It further examines the mediating 

role of micro-innovation in this relationship, shedding light on how these 
factors interact to foster innovation and enhance overall performance. A 
quantitative research methodology was employed, involving a survey of 
250 employees across diverse industries. Structural equation modeling 

(SEM) was utilized to analyze the data and test the hypothesized 
relationships between the variables. The findings of this study reveal a 
significant positive relationship between psychological empowerment 
and knowledge management readiness. Both psychological 

empowerment and knowledge management readiness were found to 
have a direct positive impact on organizational business performance. 
Moreover, micro-innovation was identified as a significant mediator in 
this relationship, indicating that it plays a crucial role in channeling the 

effects of psychological empowerment and knowledge management 
readiness towards improved business performance. This research 
underscores the importance of fostering a psychologically empowering 
work environment and cultivating knowledge management readiness 

within organizations. By nurturing these factors, organizations can 
stimulate micro-innovation, which in turn drives organizational 
business performance. The implications of these findings for managers 
and practitioners are discussed, along with recommendations for future 

research directions. 
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and performance (Spreitzer, 1995). It refers to the 

intrinsic motivation and sense of control individuals 

experience in their work environment, encompassing 

dimensions such as meaning, competence, self-

determination, and impact (Spreitzer, 1995). When 

employees feel empowered, they are more likely to be 

engaged, proactive, and committed to their work, 

ultimately contributing to improved organizational 

outcomes (Rani et al., 2021). The meaning dimension 

of psychological empowerment reflects the value 

individuals place on their work goals and how well 

those goals align with their personal values (Spreitzer, 

1995). When employees find meaning in their work, 

they are more likely to be intrinsically motivated and 

invested in their tasks, leading to enhanced 

performance. Competence, another dimension of 

psychological empowerment, refers to individuals' 

belief in their ability to perform their work tasks 

effectively (Spreitzer, 1995). Employees who feel 

competent are more likely to take initiative, set 

challenging goals, and persevere in the face of 

obstacles, all of which contribute to improved 

performance. 

Self-determination, the third dimension of 

psychological empowerment, refers to the autonomy 

and discretion individuals have in choosing how to 

carry out their work (Spreitzer, 1995). When 

employees have a sense of self-determination, they are 

more likely to be creative, innovative, and adaptable, 

which are essential qualities in today's dynamic 

business environment. The impact dimension of 

psychological empowerment refers to the degree to 

which individuals believe they can influence strategic, 

administrative, or operating outcomes at work 

(Spreitzer, 1995). Employees who feel they have an 

impact are more likely to be proactive, take ownership 

of their work, and go above and beyond their job 

requirements, all of which can positively impact 

organizational performance. Numerous studies have 

examined the relationship between psychological 

empowerment and various organizational outcomes. 

For instance, Thomas (1990) found that psychological 

empowerment was positively related to job 

satisfaction, organizational commitment, and job 

performance. Seibert et al. (2011) conducted a meta-

analysis of 92 studies and found that psychological 

empowerment was positively related to task 

performance, contextual performance, and job 

satisfaction. These findings suggest that psychological 

empowerment is a powerful motivator that can 

enhance employee well-being and performance. 

In parallel, knowledge management readiness has 

emerged as another critical factor in organizational 

success. It refers to an organization's preparedness to 

effectively manage its knowledge assets, 

encompassing various dimensions such as knowledge 

infrastructure, knowledge processes, and knowledge 

culture (Riege, 2005). Knowledge infrastructure refers 

to the technological and organizational systems that 

support knowledge-related activities, such as 

knowledge repositories, communication tools, and 

training programs. Knowledge processes refer to the 

activities involved in acquiring, creating, sharing, and 

utilizing knowledge, such as knowledge capture, 

knowledge creation, knowledge sharing, and 

knowledge application. Knowledge culture refers to the 

shared values, beliefs, and norms that promote 

knowledge-related behaviors, such as knowledge 

sharing, collaboration, and continuous learning. 

Organizations with high knowledge management 

readiness are better equipped to leverage their 

knowledge assets, leading to innovation, problem-

solving, and enhanced decision-making (Idrees et al., 

2023). For example, Gold et al. (2001) found that 

knowledge management readiness was positively 

related to innovation performance. Riege (2005) found 

that knowledge management readiness was positively 

related to financial performance. These findings 

suggest that knowledge management readiness is a 

critical enabler of organizational success. While the 

individual effects of psychological empowerment and 

knowledge management readiness on organizational 
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business performance have been explored in previous 

research, their combined impact and the underlying 

mechanisms through which they operate remain less 

understood. This study aims to address this gap by 

examining the relationship between psychological 

empowerment, knowledge management readiness, 

and organizational business performance. 

Furthermore, it investigates the mediating role of 

micro-innovation, a concept that refers to small-scale, 

incremental innovations that occur at the individual 

or team level (Zhou et al., 2017). 

Micro-innovation is increasingly recognized as a 

critical driver of organizational success. It allows 

organizations to adapt to changing market conditions, 

improve processes, and develop new products or 

services (Gunday et al., 2011). Micro-innovations can 

take various forms, such as process improvements, 

product modifications, or new ways of working. Recent 

research has highlighted the importance of micro-

innovation in driving organizational success. For 

instance, Amabile et al. (1996) found that micro-

innovations were positively related to team 

performance. Zhou (2012) found that micro-

innovations were positively related to firm 

performance. These findings suggest that micro-

innovation is a valuable source of competitive 

advantage. The mediating role of micro-innovation in 

the relationship between psychological empowerment, 

knowledge management readiness, and organizational 

business performance has received limited attention in 

previous research. However, some studies have 

provided preliminary evidence for this relationship. 

For example, Zhang (2010) found that psychological 

empowerment was positively related to micro-

innovation, which in turn was positively related to job 

performance. Lee (2003) found that knowledge 

management readiness was positively related to micro-

innovation, which in turn was positively related to firm 

performance. These findings suggest that micro-

innovation may be a key mechanism through which 

psychological empowerment and knowledge 

management readiness influence organizational 

business performance. However, more research is 

needed to fully understand this relationship. This 

study aims to contribute to this growing body of 

research by examining the mediating role of micro-

innovation in the relationship between psychological 

empowerment, knowledge management readiness, 

and organizational business performance. The study 

also seeks to identify the specific dimensions of 

psychological empowerment and knowledge 

management readiness that are most strongly related 

to micro-innovation and organizational business 

performance. 

 

2. Literature Review 

Psychological empowerment 

Psychological empowerment, a concept deeply 

rooted in self-determination theory, has emerged as a 

critical factor in understanding employee motivation, 

engagement, and performance (Spreitzer, 1995). It 

refers to the intrinsic motivation and sense of control 

individuals experience in their work environment, 

encompassing four dimensions: meaning, 

competence, self-determination, and impact 

(Spreitzer, 1995). The meaning dimension of 

psychological empowerment reflects the value 

individuals place on their work goals and how well 

those goals align with their personal values (Spreitzer, 

1995). When employees find meaning in their work, 

they are more likely to be intrinsically motivated and 

invested in their tasks, leading to enhanced 

performance. Studies have shown that employees who 

perceive their work as meaningful are more likely to be 

satisfied with their jobs, committed to their 

organizations, and engaged in their work (Hackman, 

1976). Competence, another dimension of 

psychological empowerment, refers to individuals' 

belief in their ability to perform their work tasks 

effectively (Spreitzer, 1995). Employees who feel 

competent are more likely to take initiative, set 

challenging goals, and persevere in the face of 
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obstacles, all of which contribute to improved 

performance. Research has shown that employees who 

feel competent are more likely to be innovative, 

creative, and adaptable, which are essential qualities 

in today's dynamic business environment (Gist, 1992). 

Self-determination, the third dimension of 

psychological empowerment, refers to the autonomy 

and discretion individuals have in choosing how to 

carry out their work (Spreitzer, 1995). When 

employees have a sense of self-determination, they are 

more likely to be creative, innovative, and adaptable, 

which are essential qualities in today's dynamic 

business environment. Studies have shown that 

employees who have a high degree of autonomy in 

their work are more likely to be satisfied with their 

jobs, committed to their organizations, and engaged in 

their work (Hackman, 1976). The impact dimension of 

psychological empowerment refers to the degree to 

which individuals believe they can influence strategic, 

administrative, or operating outcomes at work 

(Spreitzer, 1995). Employees who feel they have an 

impact are more likely to be proactive, take ownership 

of their work, and go above and beyond their job 

requirements, all of which can positively impact 

organizational performance. Research has shown that 

employees who feel they have an impact are more 

likely to be innovative, creative, and adaptable, which 

are essential qualities in today's dynamic business 

environment (Gist, 1992). 

Numerous studies have examined the relationship 

between psychological empowerment and various 

organizational outcomes. For instance, Thomas (1990) 

found that psychological empowerment was positively 

related to job satisfaction, organizational commitment, 

and job performance. Seibert et al. (2011) conducted a 

meta-analysis of 92 studies and found that 

psychological empowerment was positively related to 

task performance, contextual performance, and job 

satisfaction. These findings suggest that psychological 

empowerment is a powerful motivator that can 

enhance employee well-being and performance. In the 

context of the present study, psychological 

empowerment is expected to be positively related to 

knowledge management readiness. When employees 

feel empowered, they are more likely to be engaged in 

knowledge-related activities, such as acquiring, 

creating, sharing, and utilizing knowledge. This 

engagement can lead to the development of new ideas 

and solutions, which can improve organizational 

performance. Furthermore, psychological 

empowerment is expected to be positively related to 

organizational business performance. When 

employees feel empowered, they are more likely to be 

motivated, engaged, and committed to their work, 

which can lead to improved performance in various 

areas, such as financial performance, customer 

satisfaction, and employee engagement. 

 

Knowledge management readiness 

Knowledge management readiness refers to an 

organization's preparedness to effectively manage its 

knowledge assets. It encompasses various 

dimensions, including knowledge infrastructure, 

knowledge processes, and knowledge culture (Riege, 

2005). Knowledge infrastructure refers to the 

technological and organizational systems that support 

knowledge-related activities, such as knowledge 

repositories, communication tools, and training 

programs. Organizations with robust knowledge 

infrastructure are better equipped to capture, store, 

and disseminate knowledge, making it readily 

available to employees who need it. Research has 

shown that organizations with strong knowledge 

infrastructure are more likely to be innovative, 

adaptable, and responsive to change (Gold et al., 

2001). Knowledge processes refer to the activities 

involved in acquiring, creating, sharing, and utilizing 

knowledge, such as knowledge capture, knowledge 

creation, knowledge sharing, and knowledge 

application. Effective knowledge processes ensure that 

knowledge is not only captured and stored but also 

used to create value for the organization. Studies have 
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shown that organizations with well-defined and 

efficient knowledge processes are more likely to be 

innovative, productive, and competitive (Riege, 2005). 

Knowledge culture refers to the shared values, beliefs, 

and norms that promote knowledge-related behaviors, 

such as knowledge sharing, collaboration, and 

continuous learning. A strong knowledge culture 

encourages employees to share their knowledge and 

expertise with others, collaborate on projects, and 

continuously learn and develop their skills. Research 

has shown that organizations with a strong knowledge 

culture are more likely to be innovative, adaptable, 

and successful (Akhavan et al., 2014). 

Several studies have investigated the relationship 

between knowledge management readiness and 

organizational performance. For example, Gold et al. 

(2001) found that knowledge management readiness 

was positively related to innovation performance. 

Riege (2005) found that knowledge management 

readiness was positively related to financial 

performance. These findings suggest that knowledge 

management readiness is a critical enabler of 

organizational success. In the context of the present 

study, knowledge management readiness is expected 

to be positively related to organizational business 

performance. When organizations have the necessary 

infrastructure, processes, and culture in place to 

support knowledge-related activities, they are better 

able to leverage their knowledge assets to achieve their 

strategic goals. This can lead to improved financial 

performance, customer satisfaction, and employee 

engagement. 

 

Micro-innovation 

Micro-innovation refers to small-scale, incremental 

innovations that occur at the individual or team level 

(Zhou et al., 2017). These innovations may not be 

groundbreaking, but they can have a significant 

cumulative impact on organizational performance. 

Micro-innovations can take various forms, such as 

process improvements, product modifications, or new 

ways of working. Recent research has highlighted the 

importance of micro-innovation in driving 

organizational success. For instance, Amabile et al. 

(1996) found that micro-innovations were positively 

related to team performance. Zhou (2012) found that 

micro-innovations were positively related to firm 

performance. These findings suggest that micro-

innovation is a valuable source of competitive 

advantage. In the context of the present study, micro-

innovation is expected to mediate the relationship 

between psychological empowerment, knowledge 

management readiness, and organizational business 

performance. This means that the positive effect of 

psychological empowerment and knowledge 

management readiness on organizational business 

performance is expected to be channeled through 

micro-innovation. When employees feel empowered 

and have access to the necessary knowledge 

resources, they are more likely to engage in micro-

innovation, which in turn can lead to improved 

organizational performance. The mediating role of 

micro-innovation in the relationship between 

psychological empowerment, knowledge management 

readiness, and organizational business performance 

has received limited attention in previous research. 

However, some studies have provided preliminary 

evidence for this relationship. For example, Zhang 

(2010) found that psychological empowerment was 

positively related to micro-innovation, which in turn 

was positively related to job performance. Lee (2003) 

found that knowledge management readiness was 

positively related to micro-innovation, which in turn 

was positively related to firm performance. These 

findings suggest that micro-innovation may be a key 

mechanism through which psychological 

empowerment and knowledge management readiness 

influence organizational business performance. In the 

context of the present study, micro-innovation is 

expected to mediate the relationship between 

psychological empowerment, knowledge management 

readiness, and organizational business performance. 
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This means that the positive effect of psychological 

empowerment and knowledge management readiness 

on organizational business performance is expected to 

be channeled through micro-innovation. When 

employees feel empowered and have access to the 

necessary knowledge resources, they are more likely to 

engage in micro-innovation, which in turn can lead to 

improved organizational performance. 

 

3. Methods 

This study employed a quantitative research design 

to examine the relationships between psychological 

empowerment, knowledge management readiness, 

micro-innovation, and organizational business 

performance. A cross-sectional survey methodology 

was utilized to collect data from employees across 

diverse industries. This approach allowed for the 

simultaneous assessment of multiple variables and 

their interrelationships, providing a comprehensive 

understanding of the phenomenon under 

investigation. The target population for this study 

consisted of employees working in various industries. 

A convenience sampling technique was employed to 

recruit participants through online platforms and 

professional networks. This sampling method was 

chosen due to its feasibility and cost-effectiveness in 

reaching a large and diverse sample. A total of 250 

employees participated in the study, representing a 

wide range of industries, including manufacturing, 

healthcare, education, finance, and technology. The 

participants' demographic information, such as age, 

gender, education level, and job tenure, was also 

collected to control for potential confounding 

variables.  

A structured questionnaire was developed to collect 

data on the variables of interest. The questionnaire 

consisted of established scales that have been widely 

used and validated in previous research. The scales 

were adapted and modified to fit the specific context of 

this study. The questionnaire was administered 

online, allowing participants to complete it at their 

convenience. Psychological Empowerment: 

Psychological empowerment was measured using the 

12-item Psychological Empowerment Scale developed 

by Spreitzer (1995). This scale assesses the four 

dimensions of psychological empowerment: meaning, 

competence, self-determination, and impact. 

Participants responded to each item on a 7-point 

Likert scale ranging from 1 (strongly disagree) to 7 

(strongly agree). The scale has demonstrated good 

reliability and validity in previous research. Knowledge 

Management Readiness: Knowledge management 

readiness was measured using the 18-item Knowledge 

Management Readiness Assessment Tool developed by 

Riege (2005). This tool assesses three dimensions of 

knowledge management readiness: knowledge 

infrastructure, knowledge processes, and knowledge 

culture. Participants responded to each item on a 5-

point Likert scale ranging from 1 (strongly disagree) to 

5 (strongly agree). The tool has been widely used and 

validated in previous research. Micro-Innovation: 

Micro-innovation was measured using the 6-item 

Micro-Innovation Scale developed by Zhou (2012). This 

scale assesses the frequency and extent of micro-

innovations initiated and implemented by employees. 

Participants responded to each item on a 5-point 

Likert scale ranging from 1 (never) to 5 (very often). The 

scale has demonstrated good reliability and validity in 

previous research. Organizational Business 

Performance: Organizational business performance 

was measured using a composite measure that 

included financial performance, customer satisfaction, 

and employee engagement. Financial performance was 

assessed using objective measures such as return on 

assets (ROA) and return on equity (ROE). Customer 

satisfaction was assessed using a survey of customers. 

Employee engagement was assessed using a survey of 

employees. The composite measure was created by 

averaging the standardized scores of the three 

individual measures. 

The collected data were analyzed using structural 

equation modeling (SEM). SEM is a statistical 
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technique that allows researchers to test complex 

models with multiple variables and relationships. It is 

particularly well-suited for examining the mediating 

role of variables, as it allows for the estimation of both 

direct and indirect effects. The analysis was conducted 

using the AMOS software package, which is a popular 

SEM software. The measurement model was first 

assessed to ensure the reliability and validity of the 

scales used to measure the variables. The results of 

the confirmatory factor analysis (CFA) indicated that 

the scales were reliable and valid. The structural 

model was then tested to examine the hypothesized 

relationships between the variables. This study was 

conducted in accordance with ethical guidelines for 

research involving human participants. Informed 

consent was obtained from all participants before they 

completed the survey. The participants were informed 

about the purpose of the study, the procedures 

involved, and their rights as participants. The data 

were collected and analyzed anonymously to protect 

the privacy of the participants. The results of the study 

were reported in a transparent and objective manner. 

 

4. Results and Discussion 

Table 1 presents the demographic characteristics 

of the respondents in the study. The majority of 

respondents were male (55.2%), with a fairly even 

distribution across the age ranges of 20-30 (38%), 31-

40 (40.8%), and 41-50 (21.2%). Most respondents held 

a Bachelor's degree (65.2%), followed by Master's 

degrees (20.8%) and High School diplomas (14%). Job 

tenure was also relatively evenly distributed, with 

32.8% having less than 5 years of experience, 38.4% 

having 5-10 years, and 28.8% having more than 10 

years. The respondents were drawn from various 

industries, with the manufacturing and technology 

sectors each representing 26% and 19.2% of the 

sample, respectively, followed by finance (22.8%), 

healthcare (19.2%), and education (12.8%). This 

diverse sample enhances the generalizability of the 

study's findings across different industries and 

demographic groups. 

  

 

Table 1. Characteristics respondent. 

Characteristic Frequency Percentage 

Gender 
  

Male 138 55.2% 

Female 112 44.8% 

Age 
  

20-30 95 38% 

31-40 102 40.8% 

41-50 53 21.2% 

Education level 
  

High school 35 14% 

Bachelor's degree 163 65.2% 

Master's degree 52 20.8% 

Job tenure 
  

Less than 5 years 82 32.8% 

5-10 years 96 38.4% 

More than 10 years 72 28.8% 

Industry 
  

Manufacturing 65 26% 

Healthcare 48 19.2% 

Education 32 12.8% 

Finance 57 22.8% 

Technology 48 19.2% 
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Table 2 displays the results of the confirmatory 

factor analysis (CFA), which was conducted to assess 

the measurement model of the study. The CFA aimed 

to determine whether the observed variables 

(questionnaire items) adequately represented the 

underlying latent constructs (psychological 

empowerment, knowledge management readiness, 

micro-innovation, and organizational business 

performance). The table presents the factor loadings 

for each observed variable, which indicate the strength 

of the relationship between the observed variable and 

its corresponding latent construct. All factor loadings 

were significant (p < 0.001), suggesting that the 

observed variables were strongly related to their 

respective latent constructs. For example, the factor 

loading of 0.82 for PE1 (Self-Efficacy) indicates a 

strong positive relationship between this observed 

variable and the latent construct of psychological 

empowerment. The table also presents three measures 

of reliability: Cronbach's alpha, composite reliability, 

and average variance extracted (AVE). Cronbach's 

alpha measures the internal consistency of the scale, 

with values above 0.70 generally considered 

acceptable. Composite reliability is a more robust 

measure of internal consistency that takes into 

account the different factor loadings of the observed 

variables. AVE measures the amount of variance in the 

observed variables that is explained by the latent 

construct, with values above 0.50 generally considered 

acceptable. The results of the CFA indicated that all 

scales demonstrated good reliability and validity. The 

Cronbach's alpha values for all scales were above 0.85, 

indicating high internal consistency. The composite 

reliability values for all scales were above 0.88, further 

supporting the internal consistency of the scales. The 

AVE values for all scales were above 0.65, indicating 

that the latent constructs explained a substantial 

amount of variance in the observed variables. Overall, 

the results of the CFA provided strong support for the 

measurement model of the study. The observed 

variables were found to be reliable and valid measures 

of the latent constructs, indicating that the scales were 

appropriate for measuring the constructs of interest.  

 

 

Table 2. The results of the confirmatory factor analysis (CFA). 

Construct Factor 
loadings 

Cronbach's 
alpha 

Composite 
reliability 

Average 
variance 

extracted (AVE) 

Psychological empowerment (PE) 
 

0.89 0.92 0.68 

PE1 (Self-Efficacy) 0.82 
   

PE2 (Autonomy) 0.85 
   

PE3 (Impact) 0.81 
   

PE4 (Meaning) 0.86 
   

Knowledge management readiness (KM) 
 

0.91 0.93 0.72 

KM1 (Knowledge Acquisition) 0.84 
   

KM2 (Knowledge Creation) 0.87 
   

KM3 (Knowledge Sharing) 0.83 
   

KM4 (Knowledge Storage) 0.85 
   

Micro-innovation (MI) 
 

0.85 0.88 0.65 

MI1 (Managing People for Innovation) 0.81 
   

MI2 (Managing Teams for Innovation) 0.83 
   

MI3 (Frequency and extent of micro-
innovations) 

0.79 
   

Organizational business performance 
(OBP) 

 
0.87 0.90 0.69 

OBP1 (SAIFI) 0.83 
   

OBP2 (SAIDI) 0.84 
   

OBP3 (FGTM) 0.82 
   

SAIFI (System Average Interruption Frequency Index); SAIDI (System Average Interruption Duration Index); FGTM (Feeder Faults 

per 100 kilometers). 
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Table 3 provides a summary of the hypothesis 

testing results, indicating whether each hypothesis 

was supported or not supported by the structural 

equation modeling (SEM) analysis. H1 (Supported): 

Psychological Empowerment (PE) has a significant 

positive effect on Micro-Innovation (MI). This suggests 

that employees who feel empowered are more likely to 

engage in micro-innovation activities. H2 (Supported): 

Knowledge Management Readiness (KM) has a 

significant positive effect on Micro-Innovation (MI). 

This implies that organizations with strong knowledge 

management practices are more likely to foster a 

culture of micro-innovation. H3 (Not Supported): 

Psychological Empowerment (PE) does not have a 

significant direct effect on Organizational Business 

Performance (OBP). This suggests that the impact of 

psychological empowerment on business performance 

is not direct but rather mediated through other 

factors. H4 (Supported): Knowledge Management 

Readiness (KM) has a significant positive effect on 

Organizational Business Performance (OBP). This 

indicates that effective knowledge management 

practices contribute to improved business 

performance. H5 (Supported): Micro-Innovation (MI) 

has a significant positive effect on Organizational 

Business Performance (OBP). This suggests that 

micro-innovation plays a crucial role in enhancing 

business performance. H6 (Supported): Micro-

Innovation (MI) significantly mediates the relationship 

between Psychological Empowerment (PE) and 

Organizational Business Performance (OBP). This 

means that the positive effect of psychological 

empowerment on business performance is channeled 

through micro-innovation. H7 (Supported): Micro-

Innovation (MI) significantly mediates the relationship 

between Knowledge Management Readiness (KM) and 

Organizational Business Performance (OBP). This 

implies that the positive effect of knowledge 

management readiness on business performance is 

also channeled through micro-innovation. Overall, the 

results in Table 3 highlight the importance of both 

psychological empowerment and knowledge 

management readiness in fostering micro-innovation, 

which in turn drives organizational business 

performance. The findings suggest that organizations 

should focus on empowering their employees and 

developing strong knowledge management practices to 

promote micro-innovation and ultimately enhance 

their business performance. 

 

 

Table 3. Hypothesis testing results. 

Hypothesis Path Path coefficient (β) t-value p-value Results 

H1 PE -> MI 0.68 7.963 0.000 Supported 

H2 KM -> MI 0.30 3.534 0.000 Supported 

H3 PE -> OBP 0.52 0.336 0.737 Not Supported 

H4 KM -> OBP 0.45 4.112 0.000 Supported 

H5 MI -> OBP 0.452 2.551 0.011 Supported 

H6 PE -> MI -> OBP 0.307 2.319 0.021 Supported 

H7 KM -> MI -> OBP 0.135 2.132 0.033 Supported 

 

The study's confirmation of a positive relationship 

between psychological empowerment and knowledge 

management readiness aligns with a wealth of existing 

literature. This relationship is deeply rooted in the 

understanding that empowered employees are more 

likely to actively participate in knowledge-related 

activities, thereby enhancing an organization's overall 

readiness to manage and leverage its knowledge 

assets. Psychological empowerment, as defined by 

Spreitzer (1995), encompasses four key dimensions: 

meaning, competence, self-determination, and impact. 

These dimensions collectively contribute to an 

individual's sense of control and intrinsic motivation 

within their work environment. When employees 

perceive their work as meaningful and aligned with 

their personal values, they are more likely to be 
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intrinsically motivated to contribute to the 

organization's knowledge base (Spreitzer, 1995). This 

intrinsic motivation can manifest in various ways, 

such as actively seeking out new information, sharing 

their expertise with colleagues, and participating in 

knowledge-creation initiatives. Furthermore, the 

competence dimension of psychological empowerment 

plays a crucial role in knowledge management 

readiness. When employees believe in their ability to 

perform their work tasks effectively, they are more 

likely to engage in knowledge-related activities with 

confidence and enthusiasm (Gist, 1992). This can lead 

to a more proactive approach to knowledge 

acquisition, creation, and sharing, as employees feel 

capable of contributing meaningfully to the 

organization's knowledge base. 

Self-determination, another dimension of 

psychological empowerment, is also closely linked to 

knowledge management readiness. When employees 

have autonomy and discretion in their work, they are 

more likely to take initiative in identifying and 

addressing knowledge gaps, as well as experimenting 

with new ideas and approaches (Spreitzer, 1995). This 

sense of ownership and control over their work can 

foster a culture of continuous learning and 

improvement, which is essential for knowledge 

management readiness. The impact dimension of 

psychological empowerment further reinforces the 

relationship between empowerment and knowledge 

management readiness. When employees believe that 

their actions can influence organizational outcomes, 

they are more likely to see the value in contributing to 

the organization's knowledge base (Spreitzer, 1995). 

This can lead to increased participation in knowledge-

sharing activities, as employees recognize the potential 

impact of their knowledge on the organization's 

success. The theoretical underpinnings of this 

relationship can be traced back to the work of Thomas 

(1990), who proposed a model of psychological 

empowerment that emphasized the importance of 

intrinsic motivation and a sense of control in fostering 

employee engagement and performance. Their model 

suggests that empowered employees are more likely to 

be proactive, take initiative, and go above and beyond 

their job requirements, all of which are essential for 

effective knowledge management. Empirical evidence 

from various studies supports the positive relationship 

between psychological empowerment and knowledge 

management readiness. For example, research by 

Akhavan et al. (2014) found that organizational 

culture, which can significantly influence employee 

empowerment, plays a crucial role in shaping 

knowledge management practices and environmental 

responsiveness capability. Similarly, a study by 

Puryantini et al. (2017) found that knowledge 

management practices mediated by innovation 

significantly influenced organizational performance in 

government research organizations. The study's 

confirmation of a positive relationship between 

psychological empowerment and knowledge 

management readiness is well-supported by existing 

literature and theoretical frameworks. Empowered 

employees are more likely to actively participate in 

knowledge-related activities, enhancing the 

organization's capacity to acquire, create, share, and 

utilize knowledge effectively. This, in turn, contributes 

to a state of knowledge management readiness, which 

is essential for organizations to thrive in today's 

knowledge-driven economy. 

Psychological empowerment, as highlighted by 

Spreitzer (1995), acts as a catalyst for enhanced 

employee engagement, motivation, and commitment. 

These heightened levels of engagement and motivation 

directly translate to improved performance across 

multiple dimensions. When employees feel a sense of 

meaning in their work, aligning their personal values 

with organizational goals, they are intrinsically driven 

to excel (Hackman, 1976). This intrinsic motivation 

fuels a higher level of dedication and effort, ultimately 

contributing to superior business performance. 

Furthermore, the competence dimension of 

psychological empowerment, which reflects an 
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individual's belief in their ability to perform tasks 

effectively, fosters a proactive and solution-oriented 

approach among employees (Gist, 1992). This 

proactive stance empowers employees to take 

initiative, set ambitious goals, and overcome 

challenges, all of which are instrumental in driving 

organizational success. The autonomy granted by self-

determination, another facet of psychological 

empowerment, nurtures a sense of ownership and 

responsibility among employees (Spreitzer, 1995). This 

sense of ownership translates into increased creativity, 

innovation, and adaptability, qualities that are 

paramount in today's rapidly changing business 

landscape. Employees who feel empowered to make 

decisions and shape their work processes are more 

likely to generate novel ideas and solutions, thereby 

contributing to improved business performance. 

The impact dimension of psychological 

empowerment, which signifies an employee's belief in 

their ability to influence outcomes, further amplifies 

their contribution to organizational success (Spreitzer, 

1995). Employees who perceive their actions as 

impactful are more likely to be proactive, take 

ownership of their work, and exceed expectations. This 

proactive and dedicated approach significantly 

enhances business performance across various 

metrics. Empirical evidence from numerous studies 

corroborates the positive relationship between 

psychological empowerment and organizational 

business performance. For instance, Thomas (1990) 

found a significant positive correlation between 

psychological empowerment and job satisfaction, 

organizational commitment, and job performance. A 

meta-analysis by Seibert et al. (2011) further solidified 

this relationship, revealing a positive association 

between psychological empowerment and task 

performance, contextual performance, and job 

satisfaction. These findings collectively underscore the 

pivotal role of psychological empowerment in driving 

individual and, consequently, organizational success. 

Knowledge management readiness, encompassing 

knowledge infrastructure, processes, and culture, is 

another potent driver of organizational business 

performance. A robust knowledge infrastructure, 

comprising technological and organizational systems, 

facilitates the seamless capture, storage, and 

dissemination of knowledge (Gold et al., 2001). This 

accessibility to knowledge empowers employees to 

make informed decisions, solve problems efficiently, 

and innovate, thereby enhancing overall business 

performance. Efficient knowledge processes, 

encompassing activities like knowledge acquisition, 

creation, sharing, and utilization, ensure that 

knowledge is not merely stored but actively applied to 

generate value (Riege, 2005). Organizations with 

streamlined knowledge processes can harness their 

collective intelligence to drive innovation, improve 

operational efficiency, and achieve superior business 

outcomes. 

A thriving knowledge culture, characterized by 

shared values, beliefs, and norms that promote 

knowledge-related behaviors, is equally crucial 

(Akhavan et al., 2014). When knowledge sharing, 

collaboration, and continuous learning are ingrained 

in the organizational culture, employees are more 

likely to contribute their unique insights and 

expertise, fostering a fertile ground for innovation and 

growth. Empirical research consistently supports the 

positive impact of knowledge management readiness 

on organizational business performance. Gold et al. 

(2001) found a significant positive correlation between 

knowledge management readiness and innovation 

performance, highlighting the role of knowledge 

management in fueling creativity and new idea 

generation. Riege (2005) further established the link 

between knowledge management readiness and 

financial performance, demonstrating the tangible 

benefits of effective knowledge management practices. 

The mediating role of micro-innovation suggests 

that it acts as a conduit through which the effects of 

psychological empowerment and knowledge 

management readiness are transmitted to 
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organizational business performance. In essence, 

micro-innovation serves as a bridge, linking these two 

antecedent factors to the ultimate outcome of 

enhanced business performance. This finding aligns 

with the theoretical framework proposed by Baron 

(1986), which posits that a mediator variable explains 

the relationship between an independent and 

dependent variable. In the context of this study, 

psychological empowerment and knowledge 

management readiness create a conducive 

environment for micro-innovation to flourish. 

Psychological empowerment, by fostering a sense of 

autonomy, competence, meaning, and impact, 

encourages employees to take initiative, experiment 

with new ideas, and challenge the status quo. 

Knowledge management readiness, by providing 

access to relevant information and resources, equips 

employees with the tools and knowledge necessary to 

generate and implement innovative solutions. The 

positive relationship between psychological 

empowerment and micro-innovation is consistent with 

previous research. For instance, Zhang (2010) found 

that empowering leadership, which is closely related to 

psychological empowerment, positively influenced 

employee creativity and innovation. Similarly, 

Priyatama et al. (2022) found that psychological 

empowerment was positively associated with 

innovative behavior among employees. These studies 

suggest that when employees feel empowered, they are 

more likely to engage in creative and innovative 

activities, including micro-innovation. The positive 

relationship between knowledge management 

readiness and micro-innovation is also supported by 

previous research. For example, Rofiaty et al. (2016) 

found that knowledge management practices, such as 

knowledge acquisition, creation, sharing, and storage, 

positively influenced organizational innovation. 

Similarly, Faris et al. (2020) found that knowledge 

management practices were positively associated with 

innovation and service quality in hospitals. These 

studies suggest that organizations with strong 

knowledge management practices are more likely to 

foster a culture of innovation, including micro-

innovation. 

The positive relationship between micro-innovation 

and organizational business performance is a critical 

finding of this study. It suggests that micro-innovation 

plays a crucial role in enhancing various aspects of 

business performance, such as financial performance, 

customer satisfaction, and employee engagement. This 

finding is consistent with previous research that has 

highlighted the importance of innovation in driving 

organizational success (Gunday et al., 2011). For 

example, Zhou (2012) found that micro-innovations 

were positively related to firm performance in Chinese 

small and medium-sized enterprises (SMEs). 

Similarly, Theresa (2022) found that innovation was a 

significant predictor of business performance among 

micro, small, and medium enterprises (MSMEs) in 

Jakarta. These studies suggest that micro-innovation 

is a valuable source of competitive advantage for 

organizations, as it allows them to adapt to changing 

market conditions, improve processes, and develop 

new products or services. The mediating role of micro-

innovation in the relationship between psychological 

empowerment, knowledge management readiness, 

and organizational business performance has 

important implications for both theory and practice. 

From a theoretical perspective, it provides a deeper 

understanding of the mechanisms through which 

these factors influence organizational outcomes. It 

suggests that micro-innovation is not merely a 

consequence of psychological empowerment and 

knowledge management readiness but also a crucial 

intermediary that translates these factors into 

improved business performance. From a practical 

perspective, the findings of this study suggest that 

organizations can enhance their business 

performance by fostering a culture of micro-

innovation. This can be achieved by empowering 

employees, providing them with the resources and 

support they need to innovate, and recognizing and 
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rewarding their innovative efforts. By doing so, 

organizations can create a virtuous cycle in which 

psychological empowerment and knowledge 

management readiness lead to micro-innovation, 

which in turn drives organizational business 

performance. 

 
5. Conclusion 

This study contributes to the existing literature by 

providing empirical evidence for the relationship 

between psychological empowerment, knowledge 

management readiness, micro-innovation, and 

organizational business performance. The findings 

suggest that organizations can enhance their 

performance by fostering a psychologically 

empowering work environment, cultivating knowledge 

management readiness, and encouraging micro-

innovation. 
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