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Can't Buy Creativity

Most of the top companies ranked by their peers as ‘innovative’
weren’t among the top five spenders on research and development.

Rank 2010 R&D spending Spending ranking
1 Apple B 51.78 billion 70
2 Google _ $3.76 34
3 3Mm Bl s1.43 86
4 General Electric B s394 32

5 Microsoft

Source: Booz & Co.

One of the main characteristics and
goals of the entrepreneurial
organization is the ability to think
forward and have a vision for the
future. This allows the leaders behind
it to come up with novel offerings,
production processes, business model
settings, and a variety of other
organizational features that help pave
the way to achieving that vision. The
key to all that, the factor that makes it
all possible is innovation. So what
exactly is innovation? There are many
ways to look at it and many people
have the wrong idea as to how to go
about it. Your organization does not
need to come up with the next iPhone
in order to be considered innovative.
Innovation could be exercised on a
much smaller scale and still be
considered a valuable asset to the
company by making use of the
entrepreneurial way of thinking.

The simple way to define innovation is
novel idea + commercialization. This
helps distinguish being innovative from
just being creative or original thinking.
Even the greatest ideas would be
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worthless to an organization if they do
not contribute to its development by
bringing new customers, optimizing
processes, or help achieve other
company interests. However, when
done properly innovation could bring
immense benefits to any organization
regardless of its size or market power.
Innovation has the power to fully
disturb the existing market and throw it
out of its current path in a completely
new direction. That is the reason why
classic entrepreneurs who usually
operate on a smaller scale put such a
great emphasis on innovation. It could
prove to be a fast lane ticket into
market leadership by eliminating the
size disadvantage. Innovation is
however, not by any means only a
small business strategy. Quite the
opposite and contrary to popular
believe many large corporations are
actually incredibly innovative. They
achieve this by implementing
entrepreneurial management into their
structure and operations. Following its
guidelines they adjust their company
leadership into a more proactive and
novel thinking stance.



Investing heavily in R&D does not make you innovative

Unfortunately, there is no manual or checklist on how to be
innovative. Albert Szent-Gydérgyi, a famous physiologist and a Nobel
Prize winner, once said that discovery of new ideas is seeing what
everybody else has seen and thinking what nobody else has thought.
This of course is hardly something you can learn to do. You have to
be born with it. There are however ways, which help raise the
chances of coming up with innovative ideas. Many big corporations
make the mistake of thinking that investing billions into R&D is the
answer to doing just that. This however, has been proven wrong. The
companies that are nowadays considered to be the most innovative
are far from being the biggest spenders on R&D (Fig. 1).

So no, innovation cannot be bought. It can however, be managed. An
example of that is the Stage —Gate model developed by Robert
Cooper. It depicts the ideal innovation process and guides the way to
success by defining the important milestones in it. Innovation is of
course in reality almost never linear or standard enough to be put into
a single model but the Stage — Gate model at least outlines the way
and it could be a valuable tool to the entrepreneurial organization.

The customer’s place in the innovation process

Another way to facilitate the innovation process and increase the
chances of an innovation being successful is to focus on another core
characteristic of the entrepreneurial organization — the customer
comes first. Entrepreneurial managers design every aspect of the
organization with the customer in mind. This outside-in approach
focuses on creating value for the customer first before pleasing the
company’s shareholders. This way of thinking could also be applied to
innovation. The single most important factor that determines whether
innovation is going to be successful or not, is the way it is perceived
by the customer. Many traditional organizations are convinced that if
they build the perfect product from an engineering perspective it must
be a hit on the market. That is simply not true. The success of an
innovation, regardless of it being a new product, new process, or a
new way of doing business, depends on the value it creates for the
customer. This is exactly the area in which the entrepreneurial
management organization excels. For it the customer always comes
first. Its whole structure by default revolves around creating value for
the end consumer. This is the reason why innovation is such a great
strategy for entrepreneurial leaders. Their organization is already
designed with the single most important factor for innovation success
in mind — the customer.

Innovation may seem as something abstract and elusive to many
managers but it does not have to be. As mentioned above, innovation
is something, that could be managed and does not necessary require
billions of investment in fancy offshore R&D departments in order to
be achieved. Innovation is a strategy that could be applied in any
organizational context by having an entrepreneurial mindset and
satisfying one of the main requirements of the entrepreneurial
management organization — putting the customer in the center.
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Further in the series...

Part 1 — Thinking like an entrepreneur

What exactly is entrepreneurship? This first installment of the

series examines the main building blocks of the entrepreneurial
organization and discusses its applicability in different A
organizational contexts and structures.

Part 3 — Firm design — a customer-centered approach

Many organizations recognize the impartance of fulfilling the
needs and requirements of their customers. Few, however, know
the correct way of doing so. This part discusses the customer-
centered approach form an EM point of view.

Part 4 — Social media and its important role in the EM
organization

The final installment in the series discusses the role social media
plays in the EM organization. Many companies fail to realize the
impact social media could have on their day-to-day operations as
well as on their strategy.
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