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Abstract: This study explores the impact of corporate innovation on corporate performance and the mediating role of 
knowledge management in this process. Our theoretical framework is based on existing innovation theories and knowledge 
management theories, proposing two hypotheses: firstly, enterprise innovation has a positive impact on enterprise performance, 
and secondly, knowledge management plays a mediating role in this process. We tested these hypotheses through empirical 
analysis of data from Chinese high-tech enterprises. The results show that there is a positive relationship between enterprise 
innovation and enterprise performance, and knowledge management plays a significant mediating role in this process. These 
findings have important practical significance for both business managers and policy makers. However, the results of this study 
may be limited by sample selection and research methods, and future research can attempt to study other types or regions of 
enterprises, or explore other possible influencing factors. 
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1. Introduction 
In the rapidly changing business environment, enterprise 

innovation is widely regarded as a key factor in driving 
enterprise performance improvement. However, how to 
ensure that innovation activities can be translated into actual 
performance of the enterprise is still a question worth 
exploring. Especially in the era of knowledge economy, the 
role of knowledge management is increasingly valued. This 
article aims to explore how corporate innovation affects 
corporate performance and the mediating role of knowledge 
management in this process. We assume that corporate 
innovation has a positive impact on corporate performance, 
and the effective implementation of knowledge management 
can enhance this impact. We selected high-tech enterprises in 
China as the research object and tested these hypotheses 
through empirical research. Our research findings will 
provide new perspectives for business managers to 
understand the relationship between innovation, knowledge 
management, and corporate performance, as well as useful 
suggestions for policy makers on how to improve corporate 
and social performance by encouraging innovation and 
knowledge management in enterprises. 

2. Theory and Research Hypothesis 

2.1. Theory 
2.1.1. The Relationship between Enterprise Innovation 

and Performance 
The relationship between corporate innovation and 

corporate performance: Multiple studies have pointed out that 
corporate innovation can enhance a company's competitive 
advantage by developing new products, services, or 
improving existing production and management methods, 
thereby improving its performance (Schumpeter, 1934; 
Freeman and Soete, 1997). 

Enterprises are complex, and technological innovation and 
economic sustainability are closely related to each other. Grey 
Relational Analysis (GRA) can maximize its evaluation and 
avoid the result errors caused by subjective turbulence by 
management. Compared with general data statistics methods, 
the grey correlation analysis method has lower requirements 
for data, smaller computational complexity, and fewer sample 
requirements, making it easier to implement. There are many 
factors that affect the economic performance of enterprises, 
some of which may have a typical distribution with economic 
sustainability, while others may not have a typical distribution 
with it. Therefore, enterprise managers can only select the 
main factors for evaluation and analysis, lacking accuracy. 
This leads to the typical incomplete information gray nature 
of enterprise economic performance systems. The 
implementation of grey correlation analysis method has 
largely solved uncertainty problems that are difficult to solve 
in traditional probability statistics, fuzzy mathematics, etc., 
such as "small sample size" and "small information", with 
more arbitrary requirements for data. 

Firstly, enterprises need to strengthen investment in 
technological innovation. The government is the main body 
of technological innovation and has sufficient funds, but if too 
much funds are invested in the field of technological 
innovation, it will lead to restrictions on government funding 
in other public areas. So in order to strengthen the innovation 
technology and economic performance of enterprises, 
enterprise managers need to construct a new model of 
technological innovation, with government investment as the 
leading factor, supplemented by enterprise investment and 
social fundraising. 

Secondly, enterprises can establish public information 
service centers and technology innovation information 
networks, which can not only showcase the needs and 
achievements of enterprise technology innovation to the 
public, but also publish a large number of technology 
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innovation achievements to improve the market technology 
innovation function and increase market operation strength, 
achieving maximum economic benefits for enterprises. The 
third talent cultivation strategy. In today's society, we have 
always adhered to the "people-oriented" strategy, respected 
talents, and created a favorable working environment and 
treatment for enterprise talents to avoid the flow of cutting-
edge talents in technological innovation and achieve rapid 
development of the enterprise.         

Finally, establish and improve the evaluation system and 
supervision mechanism for the implementation effect of 
technological innovation policies. The establishment of a 
mechanism can stimulate the work enthusiasm of the staff of 
science and technology bureaus in various provinces and 
cities, enhance public participation, leverage public wisdom 
and collective efforts, and jointly promote enterprise 
technological innovation and sustainable economic 
development. The technological innovation speed of 
enterprises in developed countries is subject to certain 
restrictions, such as the US government auditing every 
scientific project invested; The Japanese government 
decomposes the speed and effectiveness of technological 
innovation into each employee, which is something China 
needs to learn from. Through this article, we understand that 
strengthening enterprise technological innovation and 
economic benefits not only requires increasing scientific 
investment, but also fully leveraging the strengths of each 
employee to achieve professional talent cultivation. This is 
the most important countermeasure to improve the 
technological innovation and economic performance of 
Chinese enterprises. 

2.1.2. The Role of Knowledge Management 
Knowledge management, especially the innovation and 

dissemination of knowledge, is considered an important 
means to improve the innovation ability of enterprises 
(Nonaka and Takeuchi, 1995). Knowledge management can 
help enterprises better utilize the new knowledge generated 
by their innovation activities, thereby improving their 
innovation efficiency and success rate. 

Knowledge management should follow the following three 
principles: (1) the principle of accumulation. Knowledge 
accumulation is the foundation for implementing knowledge 
management. (2) The principle of sharing. Knowledge 
sharing refers to the disclosure of information and knowledge 
within an organization as much as possible, so that every 
employee can access and use the company's knowledge and 
information. (3) Communication principles. The core of 
knowledge management is to establish an organizational 
structure and cultural atmosphere conducive to 
communication within the company, so that communication 
between employees is unobstructed. Knowledge 
accumulation is the management foundation for 
implementing knowledge; Knowledge sharing is enabling 
every member of an organization to have access to and use 
the company's knowledge and information; Knowledge 
exchange is the key link in reflecting the value of knowledge, 
and it is at the highest level among the three principles of 
knowledge management. Following the above principles for 
knowledge management, it is first necessary to clarify that 
knowledge management involves all levels and departments 
of the organization.  

The key to effective knowledge management in an 
organization is to establish a systematic knowledge 
management organizational system. The functions 

implemented by this system mainly include the following 
aspects: the organization can clearly understand what kind of 
knowledge it already has and what kind of knowledge it needs; 
Organizational knowledge must be able to be transmitted in a 
timely manner to those who only need it in their daily work; 
Organizational knowledge must be accessible to those who 
need it; Continuously producing new knowledge and making 
it accessible to the entire organization; Control the 
introduction of reliable and viable knowledge; Regularly 
testing and legalizing organizational knowledge; Make 
knowledge management easier through the establishment of 
corporate culture and incentive measures. 

2.2. Model Assumptions 
Analysis of influencing factors: Every enterprise 

experiences a variety of risks and opportunities in its growth 
and development process. Companies that seize opportunities 
and overcome difficulties often end up winning market 
returns and achieving strategic development goals. So in this 
process, there will be multiple factors that affect the economic 
benefits and development status of the enterprise. 

(1) Factor 1 (competitiveness): The strength of a company's 
competitiveness in the market is directly reflected by its 
economic benefits The stronger the overall comprehensive 
competitiveness, the better the business performance of the 
enterprise.  

(2) Factor 2 (Enterprise Management):The level of refined 
management in an enterprise determines its talent excellence 
rate and is also an important criterion for its development. The 
higher the proportion of high-tech professionals, the stronger 
the level of refined management in the enterprise.  

(3) Factor 3 (development awareness): The sustainable 
development awareness and ability of growth oriented small 
and medium-sized enterprises determine the future 
development pattern of the enterprise. As the saying goes, 
vision determines the future, and the management team with 
high-tech management capabilities has control over the future 
development direction of the enterprise, as well as advanced 
industry prediction, which is the guarantee of the success of 
the enterprise. 

(4) Factor 4 (market operation rate): the enterprise's market 
operation rate shows the enterprise's ability to control various 
markets, and directly proves the implementation and 
implementation effect of the enterprise's strategic thinking. 
Through the strategic layout of the market, the enterprise can 
achieve rapid and stable market operation rights, thus 
ensuring the enterprise's market operation rate.  

(5) Factor 5 (technological research and development 
level): The level of enterprise research and development and 
the ability to innovate in technology are the key factors for 
enterprises to prioritize market share and outperform industry 
development. The above factors are the fundamental factors 
in the market evaluation system for the performance of 
enterprise operations, which reflect the core competitiveness. 
Among them, the most important are the refined management 
of enterprises and the level of innovative technology. Because 
these two aspects represent the core competitiveness of 
enterprises, namely people and technology, among these 
factors, the impact of technological innovation of growth 
oriented enterprises on business continuity is very important. 
Small and medium-sized enterprises play an important role in 
promoting economic development. In order to maintain their 
competitive advantage and achieve the goal of Going concern, 
small and medium-sized enterprises need to constantly 
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improve the effectiveness evaluation system, strengthen 
performance management, and improve their core 
competitiveness in market competition. 

Based on these theories and viewpoints, we propose the 
following assumptions: 

Hypothesis 1: Enterprise innovation positively affects 
enterprise performance. That is to say, higher levels of 
enterprise innovation will lead to better enterprise 
performance. 

Hypothesis 2: Knowledge management plays a mediating 
role between enterprise innovation and performance. 
Specifically, enterprise innovation will affect knowledge 
management, which will further affect enterprise 
performance. 

3. Scale Design and Analysis of Results 

3.1. Methodology  
3.1.1. Sample selection:  

This study will take high-tech enterprises in China as 
samples, whose innovation activities are highly intensive and 
the importance of knowledge management is more prominent. 
We will extract relevant data from public enterprise annual 
reports and databases for the past five years. 

3.1.2. Variable definition and measurement: 
Enterprise innovation: We will use the proportion of R&D 

expenditure to total revenue as an indicator of enterprise 
innovation. 

3.1.3. Knowledge management:  
As knowledge management involves multiple aspects, we 

will use composite indicators to measure, including data on 
enterprise knowledge innovation, knowledge sharing, and 
knowledge application. 

3.1.4. Corporate performance:  
We will use data such as profitability, market share, and 

shareholder returns to measure corporate performance. 

3.1.5. Data collection:  
The data mainly comes from the annual reports and public 

databases of the enterprise, as well as necessary telephone or 
email surveys. 

3.1.6. Data analysis:  
We will use regression models to test our hypothesis. 

Specifically, we will use enterprise innovation to predict 
enterprise performance, and then add knowledge 
management as an intermediary variable to observe its impact 
on the relationship between enterprise innovation and 
enterprise performance. 

3.2. Results and Analysis 
Descriptive statistical analysis: After collecting data, 

descriptive statistical analysis is first conducted, including 
calculating the mean and standard deviation of variables, 
providing reference for subsequent regression analysis. 

Correlation analysis: Next, conduct a correlation analysis 
between enterprise innovation, knowledge management, and 
enterprise performance, and preview the relationship between 
each variable. 

Regression analysis: Conduct multiple regression analysis, 
with enterprise innovation and knowledge management as 
independent variables and enterprise performance as 
dependent variables. Firstly, test hypothesis 1, which is the 
impact of corporate innovation on corporate performance. 
Then, we introduce knowledge management variables to test 

the Mesomeric effect of knowledge management, that is, 
hypothesis 2. 

Result interpretation: Explain the results of regression 
analysis. Discuss the impact of corporate innovation on 
corporate performance and the mediating role of knowledge 
management. If the results are inconsistent with the 
assumptions, try to explore possible reasons and discuss the 
practical significance of the results. 

4. Conclusion 
Enterprise innovation has a positive impact on enterprise 

performance. This means that enterprises can improve their 
market competitiveness and performance by introducing new 
products, services, or implementing new production and 
management methods. 

Knowledge management plays a mediating role between 
enterprise innovation and performance. This indicates that 
effective knowledge management can help enterprises better 
utilize the new knowledge generated by their innovation 
activities, thereby improving their performance. 

These findings have important practical significance for 
both business managers and policy makers. For enterprise 
managers, they need to note that innovation not only directly 
improves the performance of the enterprise, but also through 
knowledge management, the enterprise can better utilize the 
new knowledge generated by innovation activities, thereby 
further improving performance. Therefore, they need to pay 
attention to the innovation, sharing, and application of 
knowledge in innovation activities. 

For policy makers, they should encourage enterprises to 
engage in innovative activities and provide a favorable 
environment to promote knowledge innovation and 
management. This can not only improve the performance of 
enterprises, but also enhance the innovation ability and 
economic development level of the entire society. 

However, this study also has some limitations, such as the 
sample only includes high-tech enterprises in China, so the 
results may not be generalizable to other types or regions of 
enterprises. Future research can attempt to validate the 
findings of this study in a broader sample, or explore other 
factors that may affect the relationship between corporate 
innovation and performance. 
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