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The rapid changes in the global market along with the constant advancement of technology including the rise in the usage of internet, artificial intelligence, big data, etc., makes it difficult for both the large and small business to run a smooth operation. Even though, the importance of innovation can be easily appreciate, making innovation an integral part of the business practice of the organization is a challenge for most businesses. The present article, recognizes the importance of innovation in the company to maintain competitive edge in the modern economy. Based on experimental evidence and probability theory, this article identifies the various models through which innovation can be motivated within a company. The article finds that the managers and leaders of corporate organization should be tolerant to early failures. However, a limitation of this study is that it increases the burdens of the corporate leaders and fails to consider the public policies that obstruct the course of innovation (Manso, 2017).
This article discusses that in order to thrive in the technologically advanced global economy, it is essential for the businesses to adapt to these changes through innovation. However, implementation of innovation in business practices often requires exploration of the new and uncharted approaches which have a high risk of failure, which in turn clashes with the incentive structure of the business guiding the behaviour of the business. The article finds a strong relationship between the incentive schemes of an organization to the productivity of that organization (Manso, 2017). The article, through review of other literature observes that productivity can be boosted through pay-for-performance. Financial incentives motivate the employees performing routine tasks to exert themselves more and perform better. However, the research conducted by the author includes studies based on setting where the productivity of the organization is solely dependent on the effort of the employees. Therefore, the assumption of incentives increasing productivity only when the employees increase their effort may work for the repetitive and routinely tasks, but when the employees are confronted with creative and open ended problem, it may not apply. Therefore, this article suggests that the incentive schemes for jobs including creative and open ended task needs to be different so as to encourage innovation and originality (Manso, 2017).
In order to gather data and evidence for studying how incentives for innovation can be created by the organizations, a model based on bandit problem was built by the author with two participants including a principal and an agent. Bandit problem was originally described as a choice between a slot machine with highest reward and several slot machines with higher payoffs which is to be made by a gambler in the casino. In the present article, this bandit problem was used to determine the best possible incentive implemented by principal to motivate the agent to engage in exploration of new methods. The author had also divided this model into two period with two possible outcome, i.e., success and failure. This is an appropriate and valid method of gathering data as in the first period, where the agent is less likely to succeed in exploration and experimentation, they can go back to implementing traditional methods in the second period, however, if the agent succeeds with experimentation in the first period, it will provide them with valuable information and teach them that innovation is better than conventional methods (Manso, 2017).
In the present article the main issues and questions raised by the author includes how to encourage innovation and originality through crafting incentive plans for the employees and managers involved in jobs requires creative and open ended tasks. The author further explored the different approaches required to motivate the employees and managers to engage in new methods which was observed to be different from the approaches that are required to motivate the employees to do their jobs using conventional methods. Therefore, the primary question raise in this article is how the various organizations can create incentives for innovation (Manso, 2017).
The questions raised in the article in answered extremely well with the help of experimental evidence and probability. The article states that the best results in terms of innovation may involve a substantial amount of time and initial failure before realizing the benefits of the ne innovative techniques. This establishes the difference in planning incentive to motivate exploration and the standard incentive issues to motivate exploitation, thus suggesting the incentive plans for innovation are fundamentally different. This clear distinction helped the author to then further chalk out the incentive methods, thus, answering the issues of the article. While planning incentives for exploitation, the goal of the plan is to enhance the performance of the employees which is measured in productivity. However, while planning incentive for exploration, it is to be considered that there may be unsuccessful action resulting in waste of time, requiring rewards for even early failures. As answers to the questions raised in the article, the article further states that creating incentives for innovation requires patience and it requires more that employment agreements and compensation agreements. The managers need to focus on their organizational culture in order to ensure that their culture provides space and time to their employees to carry out tasks that may not produce immediate rewards (Manso, 2017).
In majority of the organization in the contemporary world, the short-term thinking is prevalent for pay-for-performance and importance of long term value creation within the organizations is getting diminished. This is because the managers of the organizations focus on pumping up their quarterly results, which has made implementation of innovation as one of the major challenges. Most literatures while talking about incentives, focus on the short term reward systems for increasing productivity. Therefore, the present article makes a balanced and original contribution as is explores the difference of incentive of exploration and incentive for exploration and suggests various ways through which the long term value creation of the organization through innovation can be induced (Manso, 2017).
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