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1. Aims and scope of the paper

The goal of this paper is to provide a review of the main theoretical 

approaches regarding the correlation of innovations with business growth. 

The focus of the paper will be placed more on the nature, role and 

importance of innovations than on business growth models.
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2. Review of the Literature
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Author Definition

Webster’s New World Dictionary Innovation: the act or process of innovating; something newly introduced, new

method, custom, device, etc; change in the way of doing things; renew, alter.

Christofer Freeman An invention is an idea, a sketch or model for a new or improved device, product,

process or system...An innovation in the economic sense is accompanied with 

the first commercial transaction involving the new product, process, system or 

device, although the word is used to describe the whole process.

George Land, Beth Jarman Innovators can hold a situation in chaos for long periods of time without having to 

reach a resolution...won't give up...have a long term commitment to their 

dream...innovators introduce a maximum of tension into the thinking process, 

unifying concepts that often appear to be opposed, solving problems which 

appear impossible.

James Botkin, Dan Dimancescu, Ray 

Stata

Innovation cuts across a broad range of activities, institutions and time spans. If

any part of the pipeline is broken or constricted, the flow of benefits is slowed. 

This is felt ultimately in lower productivity and lowered standards of living. In this 

sense, the cost of capital is crucial not only at the early stages of research and 

product development but also at the later stages when high-technology products 

are installed in production processes, in both manufacturing and service 

industries, as new tools to improve worker effectiveness.

Peter Drucker To be effective, an innovation has to be simple, and it has to be focused. It should 

only do one thing; otherwise it confuses people.



4. Findings and dates
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5. Results and Discussions
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Mechanism Strategic advantage

Novelty in product or service offering Offering something no one else can

Novelty in process Offering it in ways others cannot match-faster, lower cost, more customized etc.

Complexity Offering something which others find difficult to master

Legal protection of intellectual property Offering something which others can not do unless they pay a licence or other fee

Add/extend range of competitive factors More basis of competition- e.g. from price of product to price and quality or price, quality, 

choice etc. 

Timing First mover advantage and fast follower advantage 

Robust/platform design Offering something which provides the platform on which other variations and generations can 

be built

Rewriting the rules Offering something which represents a completely new product or process concept-a 

different way of doing things-and makes the old ones redundant

Reconfiguring the part of the 

process

Rethinking the way in which bits of the system work together- e.g.  building more 

effective networks, outsourcing and co-ordination of a virtual company etc.

Transferring across different 

applications context 

Recombining established elements for different markets

Others Innovation is all about finding new ways to do things ad to obtain strategic 

advantage-so there will be room for new ways of gaining and retaining advantage



6. Concluding Remarks

Innovations are the main moving force of technical-technological 

development. Without innovations it would be very difficult to imagine 

how the world would look today. Innovations are an element of great 

importance for the total development of the human race. Contemporary 

organizations tend to relay more and more on innovations to foster their 

growth and development. Innovations are probably the main force 

fostering the development of knowledge, knowledge management and

knowledge based economy. 
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