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Abstract

Promoting creativity, innovation, and an entrepreneurial mindset within a corporate setting is essential
for companies to remain competitive and achieve long-lasting expansion in the modern, rapidly
evolving market driven by technology. Classic big companies usually focus on efficiency, scalability,
and risk reduction instead of innovation, ultimately limiting their agility and creativity. To develop an
entrepreneurial mindset, leaders must encourage employees to innovate, take measured risks, and
quickly adjust to market changes. This research focuses on how leaders can combine the strengths of
established corporate capabilities and support systems with a startup mindset of problem-solving to
generate superior economic value. The importance of fostering a culture of innovation and
entrepreneurship in large organizations is emphasized in the literature review, covering topics such as
entrepreneurial orientation, Principled Entrepreneurship® that are necessary for innovation, and
methods to promote an entrepreneurial mindset. Issues hindering innovation in large companies, such
as focusing on short-term visions and inflexible hierarchies, are also being tackled. The discussion
suggests various tactics to encourage innovation, such as establishing a leadership example, establishing
supportive frameworks, recognizing innovation, and integrating innovation into company culture
through cultural change. By implementing these tactics and encouraging a mindset of growth,
independence, and psychological well-being, companies can effectively nurture an entrepreneurial
attitude and propel long-lasting development in today's ever-changing business landscape.
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innovation, Innovation management, corporate innovation strategies, Innovation barriers, Leadership
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1. INTRODUCTION

In the current fast-paced, technology-driven, and globalized marketplace, innovation has become a survival
factor for corporate survival and growth. However, traditional large established corporations have focused on
efficiency, scalability, and risk minimization for their survival over innovation. This strategy is most likely
inadvertently reducing the agility and creativity necessary for driving innovation. This builds performance
pressure and reluctance in the employees to oppose any innovation or new approach over time. In order to
remain competitive and sustainable in today's business environment, companies should cultivate and foster a
culture that actively encourages employees to appreciate and be involved in innovative approaches and reward
those who foster such entrepreneurial thinking. To achieve this, leaders should empower their employees. This
involves empowering workers to explore new ideas, take calculated risks, and adapt swiftly to changing market
conditions. [1]. The Primary objective of this study is to demonstrate how leaders can blend the strength of
well-established corporate capabilities and problem-solving capabilities of startup mindsets to create and achi-
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eve superior value.

2.LITERATURE REVIEW

It is important to nurture a culture of innovation and entrepreneurship in established organizations. The
primary objective of the literature review is to help understand the need for and how innovations support and
accelerate the sustainable growth and competitiveness of an organization. According to Kuratko et al., the
success of internal corporate ventures is closely tied to the organization's ability to provide and nurture
innovation and its internal ventures [2].

A. Understanding Entrepreneurship in Corporate — "*Intrapreneurship™

Lumpkin and Dess [3] popularized a concept called Entrepreneurial orientation, which is defined by five
dimensions: autonomy, innovativeness, risk-taking, proactiveness, and competitive aggressiveness.
Entrepreneurship is defined as the willingness to proactively solve problems, the ability to take calculated
risks, and the ability to continuously drive value creation. In large organizations, this mindset helps employees
not only to create value in their existing roles but also to identify opportunities and challenges outside their
current roles. This strengthens large organizations not only to scale and re-infrastructure but also to gain
agility, experimentation, and create new markets that establish monopolies or new movers' advantages.

B. The Need for Innovation in Corporate Environments

The current economic and market conditions are constantly changing, with disruption and rapid technological
advancements. The key to addressing this situation lies in the hands-on innovation and creative teams of the
organization. Many companies that have been successful because of their innovation in the past overlook the
process and concentrate on sustainable growth. These companies are at risk of becoming obsolete. Kodak,
Blockbuster, and Nokia are classic examples. Tushman and O'Reilly [4] highlighted in their study that, for
large organizations to sustain long-term success, they must balance the exploration of new opportunities by
exploiting existing capabilities. According to Christensen's theory of disruptive innovation, companies
underscore the importance of the willingness to cannibalize existing products or services to develop new
innovative product lines that can meet emerging market needs [5][6]. This dual challenge of maintaining the
current status quo of market value while innovating for future uncertainties demands a systematic approach
to embedding innovation throughout corporate culture [4].

C. Fostering an Entrepreneurial Mindset

Many leadership education institutes, including the top US business schools, stress the importance of an
entrepreneurial mindset within large organizations in their academic literature. Koch's Market-Based
Management principle calls Principled Entrepreneurship® [7] their key dimension and quality when hiring
employees, highlighting the need for an innovative mindset in the corporate environment. Companies that
successfully identify new business opportunities credit their success internally to employees who behave like
entrepreneurs. According to McKinsey's research, companies investing in entrepreneurial capabilities
outperform their competitors by 46% in profitability[8]. Additionally, corporate entrepreneurs, also called
intrapreneurs, are key to pushing boundaries within large organizations. By proving the resources and
autonomy in decision-making to test these new markets or ideas, companies can not only achieve
entrepreneurial agility but also create higher value within their corporate frameworks. However, balancing
control and innovation remains a challenge for many organizations.

D. Barriers to Innovation in Large Corporations

Despite innovation being credited as an important factor for success, several boundaries oppose its realization
in corporate structures. Many business teams focus on short-term success rather than long-term success, often
limiting employees' capabilities and creative abilities. Often, bureaucracy and rigid hierarchy force employees
to pursue new innovative business models [9]. Additionally, in most companies, the compensation structure
is mainly defined based on performance related to financial parameters, which are often limited annually.
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These compensation philosophies force one to ignore the long-term success of an organization and concentrate
on immediate success. This also creates friction between the capabilities of the organization where innovation
is critical for their performance and where it is not. For example, many companies complain that their business
teams and engineering teams have conflicting priorities, which stems from the fact that engineering is
compensated for innovation, whereas business teams are compensated for financial parameters [10].
Similarly, fear of failure pushes employees away from innovation and its business leaders' responsibility to
create an environment where failure is accepted as part of the innovation process and collaboration within
cross-functional teams.

3. STRATEGIES TO ENCOURAGE INNOVATION AND ENTREPRENEURSHIP

Several frameworks and strategies have been proposed to encourage innovation and entrepreneurship
mindsets in large organizations by creating internal innovation labs for ventures working with external
startups encouraging employees to work without constraints. Some popular examples are successful
companies, such as Google and Microsoft, establishing Google's X [11] and Microsoft's Garage [12].
Additionally, companies such as 3M have incorporated institutional policies that foster cross-functional
collaboration between departments, which helps break down silos and encourages idea generation. Leadership
plays a crucial role in shaping the culture of innovation and entrepreneurship. Leaders who actively promote
risk-taking, reward creativity, and ensure psychological safety can instill a more dynamic and innovative
workplace [13].

A. Setting the Tone from the Top

Transformational efforts stem from three pillars: people, processes, and technology. Any transformation,
irrespective of the purpose, needs support and buy-in from Organizational Leadership. C-suit executives and
senior leaders must walk through the talk. A transformation of building an entrepreneurial and innovative
mindset falls into people's transformation and must start with Leadership. These leaders need to champion
innovation not only to achieve the goal but also as a core value of the company's belief system.

Leaders can

Encourage-calculated risk-taking: leaders should lead by example. They should demonstrate that failure is
appreciated as an opportunity for learning rather than a consequence of punishment. Leaders can share what
they have learned from personal failures to encourage employees to feel a safe environment for the
experiment. For example, Amazon cultivated a culture of experimentation with the support of its leader, Jeff
Bezos, who stated, "If you double the number of experiments you do per year, you are going to double your
inventiveness."

Foster cross-functional collaboration: leaders should encourage cross-functional collaboration to dismantle
barriers and create valves with diverse perspectives. Cross-functional collaborations help teams understand
conceived ideas because of limited knowledge and different perspectives. This approach also helps foster
teamwork and understand the challenges faced by other capabilities that can spark innovation and generate
unique solutions that might create additional markets or values for the organization [14].

Articulate a clear vision: Most leaders have a strategic mind and can set great visions for the organization,
creating value both economically and for society. However, they face challenges in articulating and
communicating the same to the employees and making them connect with the "Why" and how their day-to-
day work affects the vision of the organization. Helping employees understand and connect with their vision
and how they can contribute to it will help them align their efforts and take ownership of new ideas. It also
helps employees understand how their ideas can create value for the organization within the set strategic
boundaries. Figure 1. Shows a framework for leaders and employees to connect the organizational vision to
individual contributions.
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Figure 1: Vision and strategy articulation
B. Creating Structures That Support Innovation
Bureaucratic processes, such as slow decision-making and rigid hierarchy, are put in place to establish control
and maintain compliance in large organizations, which hinder creativity. While compliance, safety, and
control are essential for large organizations to sustain, leaders should create structures and set strategic
boundaries within which employees can embrace the full potential of creativity, facilitate innovation, and
explore new markets without dismantling the existing operational framework. Leaders can establish these by
creating
Innovation teams or Talent Network Teams: Carefully selecting employees or team members from cross-
functional teams who are entrepreneurial-spirited and open to exploring new possibilities and providing them
with strategic boundaries to establish and explore new opportunities. As the team is cross-functional, it helps
the team to understand the differences and feasibility of an idea even before they chase it to success. Team
members spend less than 30% of their time on innovation work without affecting the operations while
maintaining the process. Often, this method helps connect talents across global organizations without the
limitations of boundaries. The key to success is having a c-suit sponsor [15].
Innovation Teams and incubators: These are internal innovation hubs/teams or external incubator
partnerships that allow employees to experiment with new ideas in a risk-free environment. These hubs often
have a hierarchy that allows them to focus on solving customer pain points and exploring new business
models. These teams are also responsible for helping other employees explore the possibilities of
commercializing their ideas. They also build an innovation management framework where ideas are
considered and proof of concepts (those passing through the innovation funnel) are developed and then handed
over to project or product management for commercialization. Google X is a great example of an innovation
hub.
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Figure 2: Innovation funnel and strategy
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Intrapreneurship programs: This program focuses on exploring the entrepreneurship mindset of employees
and helping them own their ideas. Employees can pitch their ideas to sponsors, often c-suits or senior leaders,
to sponsor their projects. If approved, the organization's funds provide them with the opportunity and
resources to develop their ideas for business within the company. The practical challenge is to understand the
control required to streamline this process. Companies like 3M used the "15% rule", allowing employees to
spend 15% of their time on projects choosing within the strategic boundaries [16].

Agile methodologies: Most large organizations function as Matrix organizations, siloing individual teams to
gain comparative advantages. Agile methodologies, by fundamentals, work and deliver as cross-functional
teams. The adoption of these methodologies could help organizations foster a collaborative environment,
which in turn promotes innovation.

C. Rewarding Innovation and Motivation

Incentives and recognition are the key motivations for anyone to perform in an economic environment.
Innovation and entrepreneurship are not different. People need incentives to think outside the box, especially
when the alternative is to avoid the risk. To foster innovation and help advance creativity, leaders should
reward innovation efforts. Incentives can be non-financial rewards that focus on public recognition, a chance
to lead high-visibility projects, or even an opportunity for personal development [17].

Additionally, leaders can introduce performance measurement metrics that reward efforts and learn from
innovation projects, even when they are unsuccessful. Adding these measures as a part of every employee
performance measure provides confidence to take risks and think outside the box, as they are not judged solely
on achieving results. Providing equity incentives such as 3M, stock options, or even bonuses tied to innovation
for internal entrepreneurship can encourage risk-taking and commitment to new ventures.

D. Cultural Transformation: Embedding Innovation in the Corporate DNA

The culture of any organization plays a vital role in nurturing an innovative culture. Companies that embrace
continuous learning and development often prove to be successful on innovation platforms. A company
culture that is open to challenges irrespective of the hierarchy provides confidence and freedom to embrace
entrepreneurship. While structure and incentives are essential, they should be supported by company
culture.[18]

Promote a growth mindset: In large organizations, risks and challenges are often used under a risk
management framework. Managers and leaders use this approach to mitigate or devise contingency plans to
reduce the effects of such risks and challenges. Leaders should push organizational boundaries to clearly
understand risks and face challenges as opportunities rather than threats. Microsoft embraced a growth
mindset and revived its innovation backlog under Satya Nadella's Leadership [19].

Encouraging autonomy and ownership: Employees tend to take initiatives and innovative paths when they
feel a sense of ownership and accountability. Leaders should try to create an entrepreneurial gap between
accountability and resource availability for employees to promote innovation while designing a job or a
particular role. Harvard's job design tool (JDOT) [20] can be used to understand the roles and possible success
parameters. Decentralizing decision-making and empowering middle managers could help foster this sense
of ownership, which is critical for cultivating an entrepreneurial spirit.

Psychological safety: For innovation or even for an organization to be successful, employees should feel safe
in taking risks and sharing ideas without fear of failure or criticism.[13] This "psychological safety" should
be a priority for any leader at any level of the organization, encouraging bold ideas from any level of the
organization.
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Figure 3: Harvard JDOT tool

4. CONCLUSION:

Large companies can achieve success and sustain growth while tackling and pioneering the competitive
business landscape by fostering innovation and an entrepreneurial mindset within their organizational culture.
Leaders agree that this mindset is necessary for a long-term vision while emphasizing the need to control how
innovations are managed while creating value within the organization. This paper highlighted several
challenges that leaders face and the key strategies and frameworks that they can use to cultivate an innovative
culture within their organization. Challenges such as short-term vision, rigid hierarchy, and controls are
necessary within a large organization to manage compliance and efficiency. However, these can be converted
into opportunities using tools such as Harvard's JDOT [20], which, when used effectively, leaders and middle
managers can create entrepreneurial gaps that foster creativity in executing day-to-day tasks while exploring
the possibilities of efficiency and effectiveness.

Additionally, leaders should emphasize the importance of the entrepreneurial mindset by walking the talk and
proactively encouraging the culture. Middle managers and senior leaders should treat innovation as a part of
culture more than the goal to be achieved. Leaders should also focus on the importance of aligning incentives
and other motivational structures to embed innovation into the DNA of their organization. The ability to
combine established corporate functional groups with the agility and creativity of startup entrepreneurial
mindsets not only helps leaders to create superior value but also to stay competitive in the current fast-
changing business world.
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