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Article Review: Creating Incentives for Innovation 
Introduction
	Manso (2017) research article employs probability theory and experimental evidence to define a model for motivating innovation, within corporate functions and structures. Under probability theory, the author used decision-modeling, latter is an analytical approach, to explore how to encourage originality and innovation. In experimental evidence, Manso (2017) conducted laboratory tests to establish the tension between applications of known methods and exploration. 
Areas of Discussion
	The article examines risk-taking and experimentation as core functions of corporate business strategy. According to the author, it is incumbent for business leaders to nurture a culture that embraces early failure, provides incentives for both long-term performance and innovation. The central theme of the paper is providing incentives for innovation, as contemporary businesses face redundancies or outright death due to the disruptive nature of new technologies. Nonetheless, innovation involves exploring the new and experimenting with unknowns, approaches that are not guaranteed to succeed. For most businesses, the prevalent challenge is to make innovation a key part of its business strategy. Manso (2017) lessons on developing incentives for innovation are applicable in other fields – scientific and academic research. 
Findings
	To understand how employees are motivated to try new things in a business environment, Manso (2017) used a decision-modeling based on bandit problem – probability of a one-armed bandit choosing to play any of the slot machines in a casino; either plays machine with known highest rewards or tries several other machines with the aim of finding one with the highest rewards. The bandit is torn between exploration and exploitation. The model was premised on two participants; a principal and an agent, with the former pushing latter to engage in exploration.  The findings revealed two important issues on innovation; initial failure often enables best results, and to realize the benefits of new techniques requires extensive amounts of time. These findings indicate that incentive plans motivating exploration are totally different from strategies that motivate exploitation. Moreover, exploration unravels new knowledge, beneficial for future decision-making. 
The findings from the laboratory tests examining tension between use of known methods and exploration, revealed that acceptance of early failure and providing long-term incentives, supports innovation. The experiment tested participants under 3 different compensation schemes; fixed wage, standard pay-for-performance, and contracts based on fixed percentage of profits. The findings showed that those under exploration incentives with a tolerance for early failures and rewards long-term performance, perform better at identifying new business models than participants under standard pay-for-performance and fixed wage.
The study also sought to explore tolerance to failure and focus on long-term results in encouraging innovation, in relation to scientific research. To answer this question, Manso (2017) collaborated with two other scholars comparing researchers from two renowned health institutions. One institution rewards long-term success and provides freedom for experiment while the other has limited options on time and failure jeopardizes funding. The findings of the comparative research in scientific settings were similar to findings in business settings, incentives encourage innovation, in whichever form.
Limitations
	Innovation in both business and science fields involves experimentation and risk taking. Nonetheless, the extent of innovation faces certain limitations, and these include, termination – ambiguous as it pre-empts shirking and on the other hand it discourages innovation as agent relies on the familiar way of doing things. Commitment to long-term contract – this offers job security from early failure. Corporate culture, grants people time and rewards innovation. Independent boards of directors – putting pressure on executives for short-term financial gains limits innovation. Shareholder litigation – fear of shareholder lawsuits limits the quantity and quality of innovation. Bankruptcy laws – reforming laws to allow failed entrepreneurs a new lease.  
Research data 
	The probability theory tested the bandit problem model through analyzing different innovation scenarios. The author used exploration and exploitation with two participants, principal and agent, with two periods and success or failure, as respective outcomes. This analytical research approach is overly presumptive with no tangible data to support the final findings. 
The experimental evidence approach invited 379 participants, dividing them into three groups to operate computerized lemonade stands. These research approach comprehensively explored use of known methods compared to exploration. The experimental evidence approach data collection and analysis is expansive and the findings more conclusive. 
Important issues raised and responsive analysis 
	Manso (2017) article acknowledges the impact of new technology in disrupting business processes, and the need for innovation to remain relevant. Now and moving into the future, innovation for business is inevitable and it requires using new and untested strategies, which may fail or succeed. The author identifies organization’s perception on failure, risk-taking and experimentation by managers, as factors influencing motivation for innovation. Accordingly, to create incentives for innovation, businesses must tolerate failure, focus on the long-term, secure jobs and invite regular feedbacks. The author through two research approaches addresses ways of creating incentives for innovation. 
Interpretations on issues raised
	For businesses to survive disrupt technology they need to integrate innovation in their practices. In examining optimal incentives for innovation, the author identifies several influences; termination, commitment to long-term contracts, explicit contracts and corporate culture, feedback and bankruptcy laws, independent boards, and shareholder litigation (Manso, 2017). The author delves into each of these influences and what emerges is finding a balance with the different competing interests to ensure innovation remains compatible to good corporate governance. 
Conclusion
Manso (2017) article presents a reliable model for businesses wanting to create incentives for innovation. The two research approaches provide a balanced analysis of the topic, without any implicit biases. Additionally, by examining innovation in scientific research, the author further gives credibility to his assertions on innovation within the business context. Manso (2017) article immensely contributes to the existing literature on promotion of innovation as an effective tool for sustainable business practices.
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