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Abstract

Companies need to rethink their innovation strategies in an increasingly disruptive
business environment. The long-term success of large established companies
depends not only on their ability to leverage their current capabilities and improve
efficiency but also on taking risks and exploring unknown areas. To meet this
challenge, established companies are increasingly relying on corporate incubators to
fuel innovation and growth with entrepreneurial mindset. Drawing on Zollo and
Winter's (Organization Science_13:339-351, 2002) deliberate learning model in
conjunction with Christensen's [Christensen, C.M., Anthony S.D., and Roth E.A,
Seeing What’s Next? Using the Theories of Innovation to Predict Industry Change,
2004] resource-processes-values (RPV) theory, this paper attempts to answer the
question “how can the entrepreneurial mindset fostered in corporate incubators
drive the innovation capabilities in parent companies?” The study of four corporate
incubators set up by companies from different industries reveals several factors that
enable the entrepreneurial spirit fostered by corporate incubators to boost the
innovation capability in their parent companies. These factors comprise the
recruitment of employees with entrepreneurial potential, investments in knowledge
articulation and codification, and a leadership that legitimizes the incubator as a
means for the company to develop new ideas and provide support to
entrepreneurs inside the organization.

Keywords: Corporate incubators, Innovation, Corporate entrepreneurship,
Resource-based view, Deliberate learning

Introduction
The accelerating pace of technological change is leading to the redefinition of many in-

dustries, forcing companies to make innovation their priority (Dobbs, Manyika, &

Woetzel, 2016). To be able to compete with game-changing newcomers, large estab-

lished companies increasingly look to start-ups as a significant source of innovation

(Kohler, 2016). Start-ups launch new products and services and devise new business

models that disrupt the competitive advantages of incumbent firms (Roessler &

Velamuri, 2015). Hence, although the evidence is far from comprehensive, start-ups

are considered more innovative than established firms (Criscuolo, Nicolaou, & Salter,

2012). To benefit from the entrepreneurial and innovative dynamism of start-ups, large
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companies have begun to set up corporate incubators, which have emerged as a mod-

ern tool for innovation management (Weiblen & Chesbrough, 2015).

Becker and Gassmann (2006, p. 2) define corporate incubators as “specialized

corporate units that hatch new businesses by providing physical resources and sup-

port” which is the definition we will adopt for the purposes of this paper. Their

role is to develop new growth opportunities for the incubator’s parent company

(IPC) by enabling the development of small teams capable of operating in a more

flexible and unbureaucratic environment, which certainly increases the pace of their

actions. In addition, incubatees are encouraged to adopt alternative approaches that

are innovative to IPC’s traditional thinking and organizational patterns (Von Zedt-

witz, 2003).

However, not all companies that have set up internal incubators fully exploit the

true potential of these structures to generate innovation and strengthen their com-

petitive advantage. The combination of entrepreneurial activity and corporate cap-

abilities seems to be ideal for fostering innovative projects, but the inherent

differences between large companies and start-ups make their collaboration a chal-

lenge (Kohler, 2016; Weiblen & Chesbrough, 2015). To capitalize on incubatees’

entrepreneurial mindset and innovative potential, IPCs must create the necessary

conditions to detect and capture organizational learning occurring in their corpor-

ate incubators.

The existing literature offers many different best-practice approaches for corporate

incubators (e.g., Kohler, 2016; Von Zedtwitz, 2003; Weiblen & Chesbrough, 2015). But

only limited attention is paid to the opportunity to foster entrepreneurial spirit within

an organization through internal incubation. Therefore, we propose to answer the fol-

lowing question: “how can the entrepreneurial mindset fostered in corporate incubators

drive the innovation capability in parent companies?” Using Zollo and Winter’s (2002)

deliberate learning model in conjunction with Christensen, Anthony, and Roth (2004)

resource-processes-values model, we study four corporate incubators set up by com-

panies from different industries in order to examine and explain the mechanisms by

which the entrepreneurial mindset fostered within an incubation structure can be

transferred back to its IPC.

Literature review and concept definitions
Corporate incubators as a tool to achieve ambidextrous organization

Most companies acknowledge the importance of innovation, yet often they struggle to put

it into practice. Companies are confronted with an “innovation dilemma” (Christensen,

1997; Christensen, 2013), i.e., choosing between maintaining and developing the existing

business or venturing into new areas. While dealing with their daily challenges and opera-

tions, many companies miss out on the innovative opportunities in new fields. Tushman

and O’Reilly III (1996) suggested that organizations should become “ambidextrous” and

combine exploitation and exploration instead of focusing on one aspect over the other.

One approach to achieving an ambidextrous organization is to set up mandated units to

engage in exploratory innovation activities as separate and distinct entities from the cen-

tral organization (Christensen, 2013), but with integrating mechanisms Tushman and

O’Reilly III (2004).
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Large established companies whose goal is to develop radical innovations while pur-

suing incremental gains (Tushman and O’Reilly III, 2004) have begun to set up internal

incubation structures allowing company’s employees or outsiders to pursue and develop

risky business opportunities (Ford, Garnsey, & Probert, 2010). Corporate incubators are

thus considered an ideal way to create new skills (Becker and Gassmann, 2006; Keil,

McGrath, & Tukiainen, 2009; Vanhaverbeke & Peeters, 2005) or new business models

(Roessler & Velamuri, 2015) for their IPCs.

Scholars highlight two fundamental characteristics of corporate incubators: (a) they

are responsible for every step of developing and marketing a new product/service

(Von Hippel, 1977), or business model (Roessler & Velamuri, 2015), and (b) their role

is to facilitate organizational learning in IPCs (Keil, McGrath, & Tukiainen, 2009;

Vanhaverbeke & Peeters, 2005). Although authors such as Zahra, Nielsen, and Bogner

(1999) stress the importance of seizing knowledge from corporate venture initiatives,

none of the research conducted to date seems to have considered the incubatees’

entrepreneurial mindset as an apprenticeship in itself with potential to influence the

IPC’s innovation capability.

Entrepreneurial mindset

The abundant literature on entrepreneurship, small business, innovation, or strategy

has not yet formally addressed the invisible thread that links them all—the entrepre-

neurial mindset. The current prevalent entrepreneurship paradigm considers that the

main role of entrepreneurs is to acquire knowledge and create social capital through

innovation, risk-taking, pro-activity, network expansion, team spirit, the creation of or-

ganizations, and the creation of knowledge communities (Verstraete & Fayolle, 2005).

The synergy between entrepreneurship and innovation has the unique ability to give

flexibility and self-renewal to any activity, which benefits business, industry, and society

(Velamuri, 2002).

The notion of entrepreneurial mindset has been viewed as the motivation to enter

and persist in the undertaking of new, innovative, and risky ventures (Bird, 1989).

Entrepreneurial mindset implies the willingness to try new things or to do things differ-

ently because there is an opportunity for change (Block & Stumpf, 1990), the ability to

face the unknown, to experiment with new ideas, and to act with great openness and

flexibility (Klapper & Leger-Jarniou, 2006). Entrepreneurial mindset is about enthusi-

asm, commitment, perseverance, and risk-taking related to the pursuit of business ven-

tures, and considered necessary for success (Klinger & Schundeln, 2011).

As we can discern from all these definitions, entrepreneurial mindset represents a

specific state of mind that directs human behavior toward opportunities, innovation,

and value creation. Thus, entrepreneurial mindset refers both to a state of mind and to

a dynamic of action. Its attributes include strength of conviction, persistence, and the

ability to take calculated risks and to accept uncertainty. But beyond these characteris-

tics, which reflect a state of mind, entrepreneurs distinguish themselves by their ability

to apprehend change, to identify growth opportunities, and to make innovation happen.

In this paper, we draw on Haynie, Shepherd, Mosakowski, and Earley’s (2010) definition

of entrepreneurial mindset, which we describe simply as the ability to be agile and

self-reliant in one’s own cognitions, facing dynamic and uncertain work environments.
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Research design and methods
Theoretical underpinning

Teece, Pisano, and Shuen (1997, 2007) formulate the concept of dynamic capabilities

as “the firm’s ability to integrate, build, and reconfigure internal and external compe-

tences to address rapidly changing environments.” According to Wang and Ahmed

(2007), a firm’s dynamic capabilities are the sum of three capabilities, namely to adapt,

absorb, and innovate. The innovation capability refers to the competencies and know-

ledge used within a company to develop new products or markets by aligning an in-

novative strategic orientation with innovative processes and behaviors (Wang &

Ahmed, 2007).

To study the variation in innovation capability, we mobilize the theoretical frame-

work of Christensen et al. (2004) on the resources, processes, and values (RPV)

(Table 1). The RPV framework uses the firm’s capabilities perspective to explain why

established firms struggle to respond to disruptive innovations.

Zollo and Winter (2002) explain the formation of dynamic capabilities through

intentional, cumulative, and repetitive learning processes. Learning occurs when a com-

pany invests in learning mechanisms. According to Zollo and Winter, there are three

levels of investment in learning. The first is the knowledge accumulation by

organizational routines and experience accumulation. Whatever the way a company

operates, it will learn over time, trying out innovative and timely projects with specific

employees. However, the learning that occurs in this context will mainly depend on

people. They may disappear when the employee decides to leave the job. The second

level is the knowledge articulation. This level occurs when individuals express their

opinions and beliefs, engage in constructive discussions, and question the views of

others. Knowledge is articulated through group discussions, debriefings, and perform-

ance evaluation processes. The third level, knowledge codification, requires higher cog-

nitive efforts and allows employees to better understand what works, what does not,

and why (Zollo & Winter, 2002). In the codification process, the results of knowledge

accumulation and articulation are recorded in guidebooks, databases, table sheets, deci-

sion support systems, and other tools to guide future actions. According to Zollo and

Winter (2002), the more the heterogeneity of experience increases, the more knowledge

codification is necessary to learn from experience accumulation.

Zollo and Winter argued that effective implementation of new learning is a four-step

process. First, during the generative variation step, a company analyzes the

Table 1 Resources, processes, and values

Resources Processes Values

Things or assets that organizations can buy
or sell, build, or destroy.
Examples:
People
Technology
Products
Equipment
Information
Cash
Brand
Distribution channels

Established ways companies
turn resources into products
or services.
Examples:
Hiring and training
Product development
Planning and budgeting
Market research
Resource allocation

The criteria by which prioritization
decisions are made.
Examples:
Cost structure
Income statement
Customer demands
Size of opportunity
Ethics

Source: (Christensen et al., 2004: xviii)
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environment and uses its capabilities to address a challenge in an innovative way. New

ideas and practices usually occur as a response to a combination of external or internal

stimuli. They are subjected to an internal selection phase to assess their potential to im-

prove the effectiveness of an existing capability. During the replication phase, the

organization implements activities to disseminate recently approved change initiatives.

Lastly, repetition leads to automatisms in the execution of a given task and a corre-

sponding decrease in individual awareness and collective understanding of the linkages

between action and performance.

Theoretical model

Drawing on the Christensen et al. (2004) RPV perspective of enterprise capabilities and

Wang and Ahmed’s (2007) classification of dynamic capabilities, we comprehend the

innovation capability as the resources, processes, and values used by a company to de-

velop new products, services, business models, or markets. Building on Zollo and Win-

ter’s (2002) deliberate learning model, we study the impact of the entrepreneurial

mindset fostered in four corporate incubators on their respective IPC’s innovation

capability.

First, we present the level reached by each studied case according to Zollo and Winter’s

(2002) deliberate learning model. We then analyze the impact of the three learning mech-

anisms (knowledge accumulation, articulation, and codification) on the innovation

Fig. 1 Proposed theoretical framework, inspired by the work of Zollo and Winter (2002) and Christensen et
al. (2004)
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capability dimensions, i.e., resources, processes, and values (Christensen et al., 2004). It is

worth remembering that we study the impact of learning mechanisms only on the

innovation capability as a form of dynamic capabilities (Wang & Ahmed, 2007). Building

on these theoretical grounds, we propose the following conceptual framework (Fig. 1).

Sample selection and data collection and analysis

Using qualitative method, our research focused on four IPCs: a Montreal-based com-

pany (IPC A) operating in the telecommunications sector and three companies based

in Belgium, operating in three distinct sectors: aeronautics (IPC B), banking (IPC C),

and pharmaceuticals (IPC D). All four companies had recently set up an internal incu-

bation program.

Data were primarily gathered through open-ended and semi-structured interviews. In

total, we conducted nine interviews, four in the Montreal company, two in the Belgian

companies working in the banking and aeronautics sectors, and one in the pharmaceut-

ical company. This sample proved to be sufficient to the extent that the informant’s re-

sponses during the last interviews were predictable and allowed for a presumption of

data saturation.

The data analysis followed accepted standards for qualitative research (Eisenhardt,

1989; Miles & Huberman, 1994) and was conducted in three stages. First, the data ana-

lysis began by examining each case separately, including interviews, observations, and

secondary sources. At this stage, we assessed to what extent our theoretical framework

proved to be accurate in relation to the cases we studied. Second, cross-case analysis

was conducted to compare findings and highlight the contrasts and similarities between

cases (Yin, 2009). Third, to go beyond the initial impressions, the data were continually

re-analyzed. Using a triangulation process, the data were examined by two researchers

to enhance the reliability of the results.

Case presentations: IPCs and their incubation programs

IPC A operates in the telecommunications sector. It is part of a global conglomerate

that employs 8000 people in 38 countries. Suffering from cut-throat competition, IPC

A launched an incubation program under which any employee can submit an idea with

potential to grow into a US$200 million business within 3 years. By encouraging em-

ployees to be creative, IPA A strives to change the organizational culture to better

adapt to the digital age challenges. Of all projects submitted, approximately 10% are se-

lected to present a 5-min sales pitch followed by a Q & A session with the company’s

senior management. The five finalist teams were invited on a week-long tour to Silicon

Valley together with senior executives and outside experts, such as venture capitalists.

During the trip, the finalists not only received training on technology trends and

start-up management but also visited technology companies that have very different

work styles from IPA A. At the end of the trip, the finalists made a final presentation

to a panel of senior executives, venture capitalists, and other external experts. The win-

ning teams left their positions and had 9 to 12 months to work full-time on their busi-

ness projects. During the period, they earn the same salary.

IPC B is a global Belgian company active in the development, manufacturing, and as-

sembly of advanced structures for civil, military, and space markets. Faced with the
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need to increase revenues to remain competitive, IPC B has focused its strategy on

innovation through business diversification. This includes establishing partnerships

with start-up companies and a program for motivated employees to submit their ideas

to the CEO. The aim was to create a transversal organization capable of identifying in-

novative projects with the potential to generate an annual turnover of around 10 mil-

lion euros over a 5-year horizon. The projects had to be in line with IPC B’s ability to

support the innovation process and, therefore, the ideas submitted need to pertain to

the aeronautics sector. Ultimately, the plan was to spin off these projects to create sub-

sidiaries in which IPC B would hold majority ownership, thereby enabling it to control

their strategy.

Once selected to participate in the incubation program, the team proposing an in-

novative idea enters a 14-week program to validate the project’s potential. During the

first 7 weeks, incubatees are allowed to devote 50% of their time to the innovation pro-

ject, with the remaining 50% to be used for their usual responsibilities. After this

period, the team must present their progress to a small committee led by the CEO and

convince him, without specific indicators, of the project’s viability. If the project is con-

sidered to have potential, IPC B grants the team an additional 7 weeks to work on it,

on a part-time basis. After these 14 weeks, if the project is still showing potential, the

team will devote to its development full time. A business is spun off from IPC B, and

the incubatees must leave their current employment to run the new joint venture.

IPC C is a Belgian banking institution offering individuals, companies, and public in-

stitutions a complete range of financial products and services. To stimulate the bank’s

employees and to attract new talent by projecting the image of an innovative company,

the CEO decides in 2014 to set up an ideation program by means of an online collab-

orative tool to submit new ideas for the organization. The turnout was positive in the

opinion of program managers, but little was done with the ideas submitted. The solu-

tion to exploit these ideas was to set up an internal incubator for projects that (1) have

an impact on the bank’s end customer and are not improvements in internal processes,

(2) are disruptive and non-incremental, and (3) are transversal. The aim was to open

the opportunity to innovate to all employees who would be interested, rather than lim-

iting innovation activities to a few dozen people.

IPC D is a world-class healthcare company with three business units: pharmaceuti-

cals, vaccines, and consumer healthcare. The reason for setting up an incubator within

this company is different than in the above cases. For IPC D’s incubator manager, the

Table 2 Respondents and IPCs sampled

Position of the interviewees Sector of activity Company Company’s home country

Incubatee Telecom IPC A Canada/India

Incubatee

Head of Innovation, Corporate Strategy

Senior Manager, Global Business Partner Team

Incubatee Aeronautics IPC B Belgium

Development and Pre-Series Director

Incubatee Banking institution IPC C Belgium

Head of Innovation

Head of Innovation Health care IPC D Belgium
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incubator was set up to “turn creativity into potential innovation for our company.”

The incubation initiative is part to the development of an innovation ecosystem within

IPC D, which also includes three major R & D labs, as well as relationships with univer-

sities, start-up companies, and research centers (Table 2).

Results
The data collected suggest three levels of influence of the entrepreneurial mindset fos-

tered in the corporate incubator on the IPC’s innovation capability. We examine the

observed levels of influence in relation to the deliberate learning mechanisms that each

IBC has implemented to capture the knowledge accumulated through incubation ex-

perience. We then analyze the impact of the observed levels of influence on the three

dimensions of the innovation capability.

In Table 3 below, we outline our analysis of the data collected following our concep-

tual framework inspired by Zollo and Winter’s (2002) deliberate organizational learning

model and Christensen’s (1997) RPV theory.

We consider de Zollo and Winter’s (2002) four-step deliberate learning model as a

continuum with the following sequence: generative variation, internal selection, replica-

tion, and retention. By setting up internal incubators, all IPCs have surpassed the phase

of generative variation. Table 2 shows the highest level that each IPC reached under

Zollo & Winter’s deliberate learning model. We first discuss the level of internal selec-

tion achieved by IPC C; then we move on to the level of replication achieved by IPCs A

and D and conclude with a discussion of the level of retention achieved by IPC B.

Internal selection within IPC C

According to Zollo and Winter (2002), internal selection consists in assessing new ideas

and practices for their potential to improve the company’s dynamic capabilities. At this

stage, learning experiences are confronted with company’s internal pressures. The

strength of these pressures ultimately determines whether learning will be replicated on

a larger scale.

a. Level of influence observed

In our opinion, the IPC C did not go beyond this level of integration with regards to

entrepreneurial momentum, because when we conducted our interviews, it was clear

that IPC C’s employees were skeptical about the potential of the incubation initiative.

Table 3 Results summary

Level of innovation capability evolution Internal selection Replication Retention

Representative case IPC C IPC A and IPC D IPC B

Investments in learning Knowledge accumulation High High High

Knowledge articulation Low/Medium Medium Medium

Knowledge codification Low/Medium Low/Medium High

Impact on innovation capability Resources Low High High

Process Low Medium/High High

Values Low Low High
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First, none of the incubatees interviewed wanted to continue the incubation experi-

ence beyond the first 4 months of the program, being more interested in prioritizing

their professional careers than in creating new value for their company. In our opinion,

this situation has been fueled by a negative perception of the incubation initiative in

the eyes of many:

Some people told us, “That must have been fun; you took four months off real work...”.

Second, it appears that the advisory committee appointed to assist incubatees with

their projects had not taken the approach seriously, nor had they attempted to integrate

the methods and practices valued within the incubator. These two points indicate, in

our view, strong pressures within the IPC C that run counter to the spread of entrepre-

neurial mindset. This is not surprising either, given the dominant culture1 within IPC

C, which is strongly influenced by banking sector regulations. Since the incubation ini-

tiative is very difficult to legitimize within IPC C, we consider that the seizing of the

entrepreneurial dynamics that take place in the incubator is still only at the level of in-

ternal selection.

Investments in Learning

i. Knowledge accumulation

Despite its low level of legitimacy in IPC C, the incubation initiative proved to be an

important source of accumulated experience for incubatees differing significantly from

what they had usually been exposed to in their regular jobs. For this reason, we believe

the level of knowledge accumulation through incubation is high.

Incubatees were involved in the product-development process of their start-up while

in their regular jobs, they had not usually been concerned with such tasks. They also

learned and put into practice entrepreneurial methods that favor prototyping, testing,

and rapid iteration. Incubatees accumulated entrepreneurial experience over a long

time-frame, which was much appreciated, according to the incubatees we interviewed.

ii. Knowledge articulation

We noted in the responses of the interviewees from IPC C a willingness to articulate

knowledge stemming from their incubation experiences, but we did not receive con-

firmation that knowledge articulation actually occurred. In fact, one criticism put for-

ward by the interviewed incubatees was the lack of opportunity offered by the IPC to

share the learning that was gained during the incubation period: “The other interesting

point to change would be to find ways for people to share and keep using the experi-

ence and knowledge gained during the incubation program with the bank.”

We also noted that for one of our interviewees, the articulation of knowledge would

have been very useful to gain legitimacy with colleagues who were not yet convinced by

the relevance of the incubation initiative. Thus, we found a relatively weak articulation

of knowledge at the incubatees’ level, but a higher articulation at the level of IPC’s

Innovation Director.

iii. Knowledge codification
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Our data do not indicate in any way that the IPC C codified the knowledge stemming

from the learning that occurred in their incubator. We estimate that the investments in

learning made by IPC C with respect to its incubation process were at a low level. Al-

though investment in knowledge accumulation is high for the incubatees we inter-

viewed, it appears that they had limited opportunities to share the learning they

experienced. The entire articulation and coding effort were in the hands of the person

in charge of the incubation. Given the low level of legitimacy of the incubation initia-

tive within IPC C, we conclude that the investment in learning does not yield the re-

sults expected by the incubator director.

b. Impact on innovation capability

i. Resources

The IPC C’s incubation initiative has effectively led to tangible innovation results.

Four of the five projects incubated generated results, mainly incremental and related to

improving the bank’s customer experience. On the other hand, our data do not indicate

any examples suggesting that the company’s innovation capability had a significant im-

pact on its resources. Yet we believe the incubation actually influenced one particular

resource, i.e., the incubatees themselves. However, this impact is limited because all

incubatees have returned to their original business units composed of people reluctant

to apply entrepreneurial principles in their ways of doing business.

ii. Process

The lack of legitimacy of the incubation initiative within IPC C appears to have ham-

pered the imposition of this approach as an institutionalized innovation instrument.

Nevertheless, we noted the management’s willingness to improve the incubation model

by enrolling the right people into the incubator.

iii. Values

It is significant that the incubator was not able to influence IPC C’s dominant values.

The director of innovation we met mentioned the sluggishness of the Belgian banking

community as an incentive to set up an incubator. However, as soon as they left the in-

cubator, the incubatees were pressured to comply with the bank’s conservative values.

Replication within IPCs A and D

According to Zollo and Winter (2002), replication represents the knowledge integration

stage where a company starts to disseminate change initiatives that were approved at

the internal selection stage. At this stage, the IPC adapts the learning arising from the

practices associated with new initiatives to improve existing processes and overall ways

of doing business.

a. Level of influence observed
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We found that the cases of IPC A and IPC D represent companies that have succeeded

to replicate their incubator-based learning in other innovation settings within the firm.

In the case of IPC A, the internal incubator was set up in response to the disruption

of the telecommunications industry by technological shifts and new competition result-

ing from the spread of Internet-based communications services. The incubator was

intended to be a critical force for growth and innovation by providing creative solutions

to take advantage of the business opportunities created by technological change and by

encouraging entrepreneurial mindset in the company’s workforce. The ultimate goal

was to transform the company’s traditional approach to product development, based

on technology push, into a market pull-oriented approach.

The outreach of the incubation initiative exceeded the influence level of internal se-

lection since IPC A was able to use the incubator as a validation tool for the market

pull approach. By assigning a skilled human resource to monitor and analyze the per-

formance of new processes occurring in their incubator, IPC A showed that manage-

ment was ready not only to widely disseminate the new practices but also to adapt

them to different contexts.

In IPC D, incubation and diffusion of entrepreneurial mindset have reached the

level of replication. Senior management relies on the incubatees’ entrepreneurial

mindset and methods to provide traditional company’s R&D units with the oppor-

tunity to try doing business differently. However, the use of internal incubation to

develop new products, services, processes, or business models has its limitations in

health services, due to extremely high regulatory and public-safety stakes, which

may hinder the speed and agility so often attributed to an entrepreneurial mindset.

But it should be noted that senior management is keen to disseminate incubatees,

knowledge, and practices more widely throughout the company’s product develop-

ment processes.

b. Learning mechanisms

i. Knowledge accumulation

Knowledge accumulation through incubation activities was significant for IPC A and

D incubatees. In the case of IPC A, the accumulation of experience began with the re-

cruitment process. As part of an Idea Contest, employees were invited to come up with

new solutions for growth. Finalists were sent to California to learn from start-up spe-

cialists and serial entrepreneurs. Knowledge accumulation then continued for em-

ployees retained for incubation as they entered a program where, for an extended

period, they were completely autonomous in their decisions, budget allocation, and use

of IPC’s resources. According to the testimonies we gathered, this experience was

transformative for incubatees:

Without having enough hindsight today to say so, I think that those who will stop

their project and return to the company will have a completely different mindset.

We do hope that this mindset will be instilled in the team and that it will have a

multiplier effect.
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The IPC D’s incubation program has relied on a frugality-based approach to speed up

the idea-generation process of its incubatees. The Director of Innovation, whom we

met, was convinced of this approach’s effectiveness:[On the change of state of

dynamics] Yes definitively! The combination of visibility on the project, constraints

(fewer resources, frugality), the need for a more resourceful mind … all of these

generate more innovations.

ii. Knowledge articulation

In IPC A, we have identified two methods for articulating the entrepreneurial

knowledge developed within the incubator. One is that incubatees often had to ex-

plain what they were doing when they were soliciting IPC’s employees to help

them with different tasks. The second is that at the end of their incubation experi-

ence, incubatees were to have a feedback session with the person in charge of the

incubation program.

With regard to the collaboration between IPC B’s employees and incubatees, the lat-

ter encountered various obstacles in obtaining the necessary resources for their pro-

jects, i.e., to contact clients or build prototypes. They had to explain what they were

doing and demonstrate the added value. During the incubation period, they were con-

fronted with misconceptions on the part of some employees, but this nevertheless, con-

tributed, in our opinion, to highlight the advantage of using an incubation program to

inject entrepreneurial momentum into an IPC’s innovation processes.

Incubatees’ feedback about their incubation experience had not yet been collected by

IPC C at the time of our interviews. The incubatees were focused on their projects ra-

ther than on the incubation model itself, but a discussion session on the experiment

was planned between at least one of the incubatees that we met and the incubator

manager. In IPC D, we have no examples of knowledge articulation.

iii. Knowledge codification

Interviews conducted with the incubatees of IPC A indicate that they did not spend much

time codifying their experience in the incubator. Although they were motivated to do so,

priority was given to the rapid development of the project on which they were working:

I was hired because I am an entrepreneur and I come from the world of start-

ups. For us, we follow this process intuitively. When you are a start-up, you

have a problem, a solution, you validate it. Let’s start with engineering to see

how much it will cost, then let’s see a couple of customers to test it. In short,

we do it intuitively.

The above quote shows a certain incompatibility between the process of knowledge

codification, which requires higher levels of cognitive effort, and entrepreneurial mind-

set, which is decision- and risk-oriented. However, as was the case in IPC C, the

innovation manager was involved in knowledge codification as evidenced by the evolu-

tion of the incubation program in response to the first cohort feedback. With regard to
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IPC D, we do not have enough data to be able to document the knowledge codification

in their case.

c. Impact on innovation capability

i. Resources

Tangible results of innovation were observed in both IPC A and IPC D. In the former,

one project was being reintegrated into a business unit while a second project was en-

tering the test phase with a client/partner. In the latter, the innovation director noted a

significant acceleration in vaccine development timelines through incubation. The im-

pact on resources, however, seems to have been much greater in IPC A. Incubation

would have enabled IPC A to learn how to capitalize on its wealth of assets in a differ-

ent way. By looking for new ways to exploit the company’s resources, with more than

8000 employees and important communications infrastructures around the world,

incubatees have succeeded in creating original combinations that may meet their em-

ployer’s challenges. The impact of incubation on IPC D’s resources seems to enhance

the entrepreneurial dynamic not by creating a new mix of resources, but by the frugal-

ity it puts forward: “The way you work in the incubator, first and foremost, we work

frugally. Frugal in time and resources.”

ii. Process

As mentioned, incubation does have an impact on the IPC A process, as it acts as a

pilot project to test new product development methods, which are based on the princi-

ples of Lean Start-up (Ries, 2011) and the Business Model Canvas (Osterwalder &

Pigneur, 2010). Their underlying principles are to ensure a single-minded focus on the

customer’s unsolved problem and take a hypothesis-driven and iterative approach to find

scalable solutions.

These entrepreneurial practices may seem very different from the IPC’s core activ-

ities. Their most significant impact would be to completely reverse the IPC A’s

innovation philosophy by shifting it from an approach of imposing highly efficient tech-

nologies on the market (market push) to an approach based on identifying needs and

providing solutions by means of accumulated knowledge (market pull). Therefore, we

expect a direct impact of the entrepreneurial mindset fostered in the incubator on the

IPC A’s innovation processes.

Within IPC D, we note a more limited impact, particularly because of the nature of

the industry in which this company operates. As mentioned earlier, this is a highly reg-

ulated industry where risk management is given very careful consideration because

products are designed to prevent disease.

iii. Values

Christensen (1997, 2013) argues that values, as a dimension of a dynamic capability

such as innovation, are the criteria by which a company’s employees prioritize markets
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or business opportunities. At IPC A, entry into adjacent markets is only considered if

the company can capitalize on its assets and capabilities, and there is a substantial

growth opportunity for this $2.3 billion company. The selection criteria for an idea to

be incubated require it to potentially generate quick revenues of over $200 million a

year. Projects that fail to reach this target are either reintegrated into the parent com-

pany, which is nevertheless a tangible result or simply abandoned. Thus, in terms of

the size of the markets worthy of interest for the IPC A, we did not note any evolution

of values.

Furthermore, as we discussed, through internal incubation, this company seeks to

open up to new segments of clientele and offer a value proposition that moves

away from what the company traditionally does offers. For example, one incubation

project that, at the time of our interviews, was entering the test phase involved a

form of mobile banking service for disadvantaged or marginalized people whose

business model was based on IPC A’s current customer base and communications

infrastructure:

What I want to test is to increase our ability to sell a product that we are not

familiar with at all. So, in the end, there is a process of internal maturation, there’s

also a process of discovery, so that’s where I’m at. In this case, it is not the

technology that is innovative. We are talking about mobile platforms; we are talking

about API. In this case, what is innovative is the set of technologies/business models

and partnerships at stake. That’s what we sell.

In IPC D, we have no evidence that the target markets or the size of the opportunities

pursued differed from the traditional focus of the company. For the IPC D’s director of

innovation, the incubator was set up to “turn creativity into a potential innovation for

our society.”

Retention within IPC B

The final step in the evolution model of deliberate learning (Zollo & Winter, 2002) is

the retention phase, where codified knowledge is embedded and institutionalized. Repe-

tition leads to the automatic execution of tasks and thus to the reduction of individual

awareness of the link between the task and its raison d’être (Zollo & Winter, 2002).

a. Level of influence observed

While the objective of the IPC B in launching an internal incubator was primarily to

develop new markets and less to transform its organizational culture, the incubation

experience has enabled the retention of entrepreneurial mindset. According to the testi-

monies we have received, IPC B has effectively moved from a passive business strategy

focused on executing mandates for its current clients to an active corporate strategy2

focused on seizing opportunities and conquering new markets. By using an effectual

approach (Sarasvathy, 2001) for its incubation initiative, IPC B strengthened its ability

to penetrate adjacent markets, such as aviation, and then began to be much more ag-

gressive in seeking emerging opportunities in terms of market diversification. We

present how this transformation took place.
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b. Learning mechanisms

i. Knowledge accumulation

As we have seen, incubation has proved to be, unanimously in our sample, a source

of accumulated experience for both incubatees and the innovation managers in charge

of the corporate incubators. Unsurprisingly, we see the same phenomenon in IPC B.

The entrepreneurial methods learned and put into practice appeared counter-intuitive

for the incubatees we interviewed, but effective in identifying new markets and under-

standing the needs of consumers targeted by the proposed project idea:

We were told: ‘You have an electric airplane project, we’re going to put it aside and

instead look at what market you’re talking about, what market you’re going to go to,

and you’re going to meet them directly’. And so we were on day three to go to the

aerodromes in Belgium to ask our questions and understand what are the problems

they encounter. Before coaching, we would have tended to go for a solution that we

thought was appropriate. Now, what we’ve been taught is that no matter what we

want to do, what we need to do is to have a market and people who are interested in

this idea.

In fact, the accumulated experience was so transformative, and the idea pursued so

compelling that the team decided that with or without the support of their IPC, they

would carry out their plan to commercialize a small aircraft:Since we were a pilot

project, there were no rules. And so when it became more and more concrete, we

thought this is it, we believe in it and will launch with or without them [IPC B].

It must, therefore, be admitted that by responding to external environmental stimuli

with new methods, the incubatees’ exploration efforts enabled them to master new

product development routines that proved successful in their particular context.

ii. Knowledge articulation

Despite the success of the first project incubated by IPC B, we determine that the ar-

ticulation of knowledge was rather average. Incubatees were fully absorbed in their pro-

jects and did not have time to share their experience with their colleagues in the IPC B.

Some more formal channels did exist, and they tried to exchange perspectives on an ad

hoc basis, but in a limited way:

What we didn’t get a chance to do because we got into our thing. We did it with a

few people who asked us questions, but we don’t have time to do it all the time.

That said, we retain two elements that have certainly contributed to the articulation of

knowledge developed through the first incubation experiment set up by the IPC B.

First, one of the incubatees involved in the project we mentioned chose to withdraw

before the spin-off. Unlike his partners, the incubatee had the opportunity to transmit

to the IPC the methods acquired during the incubation. Second, a transversal
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evaluation committee was set up by IPC B to ensure optimal communication and

prioritization of the incubation initiative throughout the organization.

iii. Knowledge codification

IPC B is the company we rank as having the highest level of knowledge codification,

not only because incubatees have documented their incubation experience but also due

to the assistance of a university professor specializing in innovation. In addition, we no-

tice a definite codification of learning through the modifications made to the incuba-

tion model. Ultimately, the combination of knowledge accumulation, articulation, and

codification has enabled the IPC B to infuse its innovation capability with an entrepre-

neurial mindset.

c. Impact on innovation capability

i. Resources

The impact of internal incubation on the resources pertaining to IPC B’s innovation

capability manifested itself in three ways. First, IPC B adopted a partnership approach

with other companies to access competencies it did not possess in order to carry out

innovation projects. Second, and this time it is a negative impact, the IPC B lost the hu-

man resources it has developed through incubation by spinning-off the project. While

the former incubatees are still linked to the IPC B, which owns over 50% of the subsid-

iary they have created, they do not participate in the dissemination of incubation know-

ledge within the IPC. Third, by setting up the subsidiary, IPC B has acquired new

capabilities linked to the commercialization of small aircrafts, a sector in which it has

historically not ventured.

ii. Process

The incubation had a clear impact on how IPC B was conducting its innovation

processes. The willingness to make changes was first expressed by the organiza-

tion’s senior management, but it was really through action that the processes were

able to evolve:

The main message of the meeting was: IPC B wants to diversify through innovation

and you, the company’s executives, will have the opportunity to lead different projects.

We don’t do by the textbook. We learn day by day. We are rather pragmatic, and here

we are. We do notice shortcomings, but I find that it is a method that also defends

itself because we learn quickly, and we are immediately operational.

Christensen (1997) argues that processes are not flexible being used to effectively per-

form a task, no matter who performs it. However, we find that, through incubation,

IPC B has evolved from a company focused on gradually improving processes in com-

ponent machining to a company focused on growth through diversification.
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iii. Values

The internal incubation program has had a clear influence on IPC B’s organizational

values. By validating its potential to leverage some of its capabilities to enter sectors of

activity adjacent to its traditional activities, IPC B has demonstrated that it can replicate

this practice successfully.

Discussion
Theoretical implications

According to our conceptual framework inspired by Zollo and Winter’s (2002) deliber-
ate learning model, the investments in the three learning mechanisms, i.e., knowledge
accumulation, articulation, and codification, should enable the entrepreneurial mindset
fostered by incubators to drive the evolution of IPC’s innovation capability. This evolu-
tion was to take place in four consecutive steps: (1) generative variation, (2) internal se-
lection, (3) replication, and (4) retention. The retention level was achieved only by IPC
B, which is also the company that has best assimilated the entrepreneurial mindset fos-
tered by its corporate incubator.

While all the incubation initiatives in the cases studied proved to be very successful
in terms of knowledge accumulation, IPC B distinguished itself from the other IPCs by
the extra effort put into the articulation and codification of the knowledge resulting
from the incubation experience. By creating a cross-functional committee to ensure in-
cubator’s development and management and then by calling on an external observer,
IPC B reinforced the legitimacy perception of its incubation initiative in the eyes of the
various corporate executives. These factors undoubtedly contributed not only to facili-
tate the internal selection stage but also to identify the practices to be adapted to repli-
cate entrepreneurial mindset and methods in the different dimensions of the IPC’s
innovation capability.

The difficulties that the other IPCs we studied encountered in implementing these
learning mechanisms demonstrates that they were not prepared to absorb the learning
resulting from incubation. Rather, they focused on creating precedents that demon-
strate that incubation is indeed effective in developing new products/services and busi-
ness models. However, if knowledge articulation is achieved only through feedback,
projects will take precedence over learning, as observed in cases A, C, and D, and
knowledge will then be less likely to be transferred to the IPC.

It is important to note, however, that achieving the retention stage is not the only

level that can have an impact on all three dimensions of the innovation capability. IPC

B and D’s cases demonstrate that at the replication stage, the entrepreneurial mindset,

and methods fostered in the incubator have already influenced the innovation capability

of their IPC. In some contexts, the entrepreneurial mindset is simply not compatible

with the functioning of an organization because of the complexity of its operations or

the effect of different regulations on its activities. In this context, certain values, in

terms of target markets or prioritizing certain operations to the detriment of others,

need to be preserved. However, this does not prevent the entrepreneurial mindset from

influencing the resources available in the organization or its processes.

Thus, the deliberate learning cycle of variation, internal selection, replication, and re-

tention expresses how an IPC can detect and capture the entrepreneurial mindset

present in its incubator in order to infuse it into the resources, processes, and values
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that underpin its capabilities. Not all the IPCs studied reached each of the above steps,

but we believe they were all motivated to do so since, at the time of the interviews, they

were all working on changes to their incubation model. The willingness to change the

incubation model pushes us to recognize one missing element in our theoretical frame-

work that may be fundamental to the successful diffusion of entrepreneurial mindset

through incubation. This is the method of recruiting incubatees, which was one of the

key factors in the success or failure of incubation initiatives. Indeed, in three of the

cases studied, the changes made in the incubation model following the first cohort ex-

perience were linked to the identification of people (employees) most likely to carry out

an entrepreneurial project. In the other case, the IPC specifically designed the recruit-

ment model to identify people with strong entrepreneurial potential.

We have shown that each incubatee accumulated new knowledge through incubation.

Moreover, we provided examples demonstrating that not all individuals suffused with

this knowledge were able to act entrepreneurially, which proves the relevance of an in-

cubation model based on entrepreneurial mindset. This does not imply that entrepre-

neurial mindset and methods cannot be institutionalized over time, but to have a

timely impact and thus demonstrate its value, entrepreneurial mindset must already be

present in the recruited incubates. This mindset encourages “product championing”

and “strategic forcing” behaviors inherent in the incubation process and essential to the

success of projects (Burgelman, 1983).

Implications for research

We focused our research on the incubation of employees’ projects. It would also be

worthy of further study to analyze the impact of hosting start-ups or outside entrepre-

neurs in a corporate incubator. Given that the recruitment of incubates has become a

key factor in the performance of the incubation program, we question the potential le-

gitimacy of such a practice in the eyes of a company’s employees. This questioning is

relevant because, in our opinion, it brings us closer to the currently dominant ap-

proaches in innovation management, namely open innovation (Chesbrough, 2006) and

co-creation (Ramaswamy & Gouillart, 2010). While the latter relies on the permeability

of companies’ boundaries to their environment and the establishment of engagement

mechanisms to foster the active participation of their stakeholders in the innovation

process, it would be interesting to study the applicability of these concepts to estab-

lished business incubation practices.

Finally, it would be imperative to establish whether incubators can enable companies

to overcome the innovator’s dilemma as expressed by Christensen (1997). Is the effi-

cient operation of an internal incubator sufficient for a company to better prepare itself

to face the disruption of its industry by new technologies or new business models, or to

adapt quickly enough to ensure its survival?

Until researchers can provide answers to these questions, we can only discuss some

implications of our own research for practitioners.

Implications for practice

Based on our findings, we have five suggestions for practitioners involved in setting up

and managing corporate incubators. First, with respect to recruitment, we believe it is
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essential to identify and recruit motivated individuals to build a project and take advan-

tage of the autonomy they are granted to accelerate the pace of product/service/busi-

ness model development for their parent organization. Entrepreneurial individuals

contribute to the achievement of tangible results and thus to the legitimacy of the incu-

bator within the company.

Second, incubator managers must facilitate a significant accumulation of experience

for incubatees. Beyond the autonomy granted in time and budget management, it is

also necessary to maintain a climate of frugality and precariousness in order to encour-

age creativity among incubatees. We also recommend both incubator managers and

incubatees document their experience in order to highlight what they regard as their

most significant acquired knowledge and the means they deem most appropriate to

benefit from them.

Third, the organization setting up an incubator must encourage collaboration be-

tween its incubatees and its other employees. The advantage of fostering collaboration

is the improved articulation of knowledge between incubatees and the employees of the

parent organization. By working together on a project, incubatees can share their entre-

preneurial know-how, while IPC employees can assess the advantages or disadvantages

of these new practices. The legitimacy of the know-how developed in the incubator is

thus strengthened.

Finally, the incubation initiative should be led by the company’s head. It was clear

from our study that a lack of legitimacy can be a major impediment to achieving tan-

gible results through incubation. If an IPC’s employees are not encouraged to prioritize

incubatees’ requests, nor to help them, the opportunities for knowledge transfer and

sharing between them are substantially limited.

Conclusion

Summing up, our study shows that corporate incubation is not only a viable way for

established companies to explore new ideas for their business innovation efforts but

also a valuable tool with the potential to instill entrepreneurial mindset in a company’s

employees. The entrepreneurial spirit transmitted to employees will ultimately lead to

the evolution of the company’s innovation capability. We have demonstrated by draw-

ing on Zollo and Winter’s (2002) deliberate learning model that the knowledge that is

achieved in a corporate incubator can effectively be seized and influence the IPC’s

innovation capability, provided that the necessary mechanisms for its absorption are in

place.

One aspect that emerged from each of the cases studied is missing from Zollo and

Winter’s (2002) deliberate learning model. This is the recruitment method of incubates,

because beyond the learning mechanisms associated with implementing new ap-

proaches, recruitment has been one of the key factors in the success or failure of incu-

bation initiatives.

We have shown that each of the incubates has accumulated new knowledge through

corporate incubation. In addition, we proposed examples showing that not everyone in-

fused with this knowledge could necessarily act entrepreneurially and thus show the

value of a model based on entrepreneurial mindset. This does not imply that entrepre-

neurial mindset cannot be institutionalized over time, but in order to have a rapid
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impact and thus show its value, an entrepreneurial mindset should already be present

among the participants recruited for corporate incubation.

More importantly, our study opens up new avenues of research that encourage the

bridging of fields of study in innovation management and organizational entrepreneur-

ship. We suggested a number of questions be considered by researchers interested in

these topics, which we believe are relevant at a time when accelerating technological

change is forcing companies to transform more intensely and more rapidly than ever

before.

Endnotes
1We have chosen a broad definition of organizational culture, as proposed by the Board

of Canada, i.e. the systems, processes, technologies, and measures that are the fabric of

how an organization works in addition to the shared values, beliefs, assumptions, and arti-

facts of an organization (Assad, Brooke Dobni, Colby, & Ozyildirim, 2017).
2Business strategy focuses on how to reach and satisfy customers, deliver goods and

services that meet their needs and increase turnover. Corporate strategy seeks to

achieve a combination of business units that will enable the company to succeed as a

whole.
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