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Abstract (style; KonfAbstract, Times New Roman, 9p). Innovation and knowledge play crucial role in technological advances and transformation of our modern society.  In today’s society, innovation and knowledge management are no longer luxury items. Instead, they are necessities and a means of economic development and competitiveness.  Knowledge and innovation are inseparable.  Knowledge management competencies and capacities are essential to any organisation that aspires to be innovative. Innovation and knowledge management are closely related.  This paper discusses the importance of knowledge management in innovation for organisations. It describes how sustainable innovations can be achieved through the role of knowledge management.  In the paper a framework for innovation process is also proposed.
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Text (style; Text, Times New Roman, 12p) Research in organisations suggests that effective organisations display a high degree of three specific characteristics: efficiency, adaptability and flexibility (Mott 1972).  Although assets such as labour, capital and technology contrive to be important, organisations’ ability to think is now recognised as crucial (Basadur & Gelade 2006). Superior organisational performance is dependent on superior thinking (Basadur & Gelade 2006).  It is based on efficiency, adaptability and flexibility. Adaptability depends on seeking out new problems, trends, technologies and information, and using them to create new routines.  (Basadur & Gelade 2006).  Flexibility depends on turning unexpected events such as crises into opportunities or quickly restoring equilibrium.  Although having the necessary knowledge is important, not knowing how to use it innovatively can render it useless. 

Innovation is a process through which the nation creates and transforms new knowledge into useful products, services and processes for national and global markets – leading to both value creation for stakeholders and higher standards of living. The difference between invention and innovation is that invention is a new product, whereas innovation is a new value (Szmytkowski 2005). To turn invention into innovation requires different types of knowledge, capabilities, skills and resources. Innovation is a continuous process - often an effect of small incremental/ marginal changes in the product or process.
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Table 2. Limitation of each intervention approach for realizing change (Huy 2001).
	Tangability of Content
	Emphasis of change Literature

	
	Episodic Change
	Continuous Change

	Tangible 
(Theory E)
	Formal structures
(change through 
commanding)
	Work processes

	Intagible
(Theory O)
	Beliefs
(change through 
teaching)
	Social relationships
(change through 
socializing)
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Figure 2. The knowledge management cycle (Metaxiotis & Psarras 2006).
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