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Introduction 
Due to the rapid growth of technology, it is challenging and almost impossible for businesses small or large to survive without innovation. New entrants represent a threat in front of the long-lasting businesses. Therefore, innovation determines whether an organization remains or fall. This article describes a model for encouraging innovation based on “probability theory and experimental evidence”. 
The author discusses the importance of innovation in businesses, and how can organizations encourage employees to be creative and explore new techniques and procedures. To support and prove this approach the author relied mainly on a theoretical arguments, and couple of studies that have been established by the author himself. 
In the theoretical part the author argues that even though innovation is very important, managers are usually not encouraged to test or experiment new ideas, as this may be an object to failure, which leads to punishment, either with low compensation or even possible termination. Businesses support rather tried methods that provide a predictable short term financial outcome.  
Companies that motivate innovation must adopt schemes that encourage employers to explore and take risks. These schemes should tolerate failures, protect jobs, provide a regular feedback and importantly measure performance based on long-term outcome.
Usually, organizations would reward managers who perform well initially even if their performance drop later, but not those who start poorly and do well later (which restricts and discourage innovation). However, 
To support his approach, the author included few studies that have been done in relation with this topic, such as “economic analysis” which demonstrates that the best incentive schemes to motivate innovation do not measure only performance but also the whole process. Meaning combine provisions such as, repricing, golden parachutes, and managerial entrenchment. 
The author stated in his article that, there are many organizations that encourage innovation such as, 3M and IBM that invest a lot in their research departments for new experiments and risk taking without having any impact on jobs security. There are also few bankruptcy laws that provide entrepreneurs the opportunity to retry and start over again when a business fall. The idea here is that if a company aims for innovation, it is recommended that innovators should be encouraged and never punished in case their efforts drop short.  
Centuries ago, business owners raised the issue of how to motivate employees, based on this academic literature presented the model principals-agent, that reward workers through bonuses when they perform well. Various studies came to examine this approach, and they demonstrated that workers who do intense physical effort or performing a repetitive routine tasks respond more to financial incentives, which has a greater impact on output and productivity. However, the same does not necessarily apply to employees who involve creativity and innovation in their tasks. 
In other words incentive schemes should be adaptive depending on the profile of work and task. 
Therefore, in this article the author addresses the issue of how to encourage employees to be innovative, focusing more specifically on employees who’s their job require creativity and innovation, which may require new different approaches other than the traditional ones that only get them do their jobs. To analyze this approach the author adapted the “bandit problem” theory (decision-modeling method). In this theory, the agent is willing to explore and try new techniques, even though he is uncertain about the generated results. 
The author created a model based on bandit problem model, made of two elements, principals and agent. Where organizations encourage agents to explore and innovate new things. The question that arises is how to do that, which is the effective incentive method to encourage employees to be innovative. 
The author’s model addresses two possibilities, the first one is to succeed and the second one is to fail. The agent may choose either to work on a known method (exploit) or an unknown one (explore). 
The author examines the differences between two types of rewarding systems. If the agent followed a known techniques (exploitation) the rewarding plan should be based on how successful the outcomes are. This is similar to the pay-for-performance programs which are designed to motivate workers doing repetitive tasks. On the other hand, exploration where agents experiment new actions, that may be unsuccessful performance should be rewarded based on long-term outcome. However, according to the author, termination represents an issue that stops agents from being innovative, the fear of being fired which make them want to stick with exploitation instead of exploration. If the company’s goal is to encourage innovation, termination shouldn’t be an option in case workers efforts fall short. 
If principals want innovation they have to commit to long term-contracts, meaning, results should be measured and agents should be rewarded on long-term success rather. Additional time allows agents to improve and develop their ideas. 
The author suggests that, there should be an employment agreement with employees that secure jobs, encourage innovation and promise long-term rewards. 
One more important element that the author discusses in his article is, a regular feedback, however, this is needed only if the company’s goal is to encourage exploration. In order to make adjustments and improve the employee’s performance. Unlike in exploitation method where workers repeat the same tasks, in this case feedback is not needed. 
Toleration of innovation failure applies to entrepreneurs as well, usually, when a business fail the business owner may be bankruptcy. Therefore, there are bankruptcy laws that encourage innovation, by discharging entrepreneurs’ debts and allowing them to initiate new projects. 
The author used a strong various theoretical data to support his argument. In addition to that, the author conducted a laboratory experiment to investigate and look for an evidence that, tolerance and reward on long-term outcomes motivate innovation. His experiment showed that employees under exploration incentive schemes that reward long-term results, tend to be more creative and innovative than the ones under-fixed wage. The author wanted also to discover if considering long-term results apply on to business sector or it does apply to other fields as well. Thus, he conducted another study in the scientific field. That demonstrated that incentive schemes based on long-term results encourage and motivate innovation, same as in the business field. 





Conclusion 
In this article the author raises the issue of encouraging innovation within organizations. The author claims that in order to motivate exploration, incentive schemes are required. However, the author raised the issue that organizations reward only short-term outcomes, and punish any failure in performance that can even lead to termination. To support his argument and prove his approach, the author used a range of research and studies that have been elaborated in relation to this topic, he also conducted a business experiment as well as a scientific study that successfully proved his approach. 
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