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As the global economy
begins to slowly pick itself
up again following one of the
most serious economic crises
in generations, concerns
abound about the health of
business innovation. IESE
Prof. Pedro Nueno shares

his views on post-crisis
innovation, identifying

some important reasons for
optimism.

INNOVATION AND CHANGE « ENTREPRENEURSHIP

he phenomenon of en-
trepreneurship also
seems to go through
cycles. The 8os was a
time of restructuring
andfinancialinventions,
butnotmuchnewentre-
preneurial wealth. Inthe
90s,onthe otherhand, wefell over our-
selves turninginnovationsinto compa-
niesand creatingnewbusiness sectors,
such as cell phones and the Internet,
which have transformed our society.
In the present decade we have once
again turned our attention to financial
restructuring and innovation, and we
maywell,asaconsequence,endupwith
fewer companies than we started with.

But all that is about to change. Al-
low me to make a prediction. There is
a huge amount of innovation going on
in companies. The problem is that it’s
not being transformed - quite deliber-
ately - into business. There are also a
lot of innovative ideas forming in the
heads of executives, scientists, doctors
and professionals from all industries.
Unfortunately, these people are not
sufficiently interested in taking the big
leap,nor cantheysee muchin their sur-
roundings to encourage them to do so.

I’ll try and give some examples of
what I mean. Ericsson set up a labora-
tory in the 1920s to develop wireless
mobile phones. It went on to produce
afew models for very special applica-
tions such as the military and mining,
butmostoftheirtelephonebusiness fo-
cused on the development and deploy-
ment of wired telephony worldwide;
Ericsson even gotinto the cable manu-
facturing business. Just imagine devel-
opingaso-kgcell phoneand havingthe
managementboard tellyoufor 6oyears
that it has no future. Admittedly, the
first cell phones were not all that prac-
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tical, buttherate ofinnovation pumped
in since they were launched for mass
consumption, some 20 years ago, has
been spectacularand has createdincal-
culablewealth. Justthink how frustrat-
ing it must be for those who predicted
for 6oyears that the 50-kg contraption,
ifproperlydeveloped, would have huge
potential, onlytohave the management
board tell them to shelve it.

But let’s look at another example.
Most carmakers have announced the
launch of electric carsfor the beginning
ofthenextdecade. Several have already
unveiled prototypes of the vehicle they
intend to launch and are excited at the
prospects of this market segment. But
some 20 years ago Honda won a race
for electric cars in Phoenix by stay-
ing ahead for 200 kilometers without
recharging. Renault announced the
electric Zoom, Fiat the Downtown and
Chrysler the TEVan, while at Ford they
had been working on electric models
since the 1960s. Research into hybrids
peaked between 1978 and 1984. In that
6-year period automotive companies
whose managementboardshad notyet
approved their hybrid prototype were
getting nervous.

So why have management boards
chosen now to launch electrics and
hybrids? Whatever the reason, it’s a
welcome development which should
raise a host of new opportunities. By
a strange twist of fate, just at the time
Warren Buffet was buying a share of
Chinese car company BYD, precisely
because of its advanced position in
electric and hybrid cars, I was over
there writing a case study about its
entrepreneurial chairman and major
shareholder, Wang Chuangfu. As Mr.
Wang showed me his hybrid and elec-
tric prototypes, he told me that he also
expected to sell lots of conventional
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vehicles in the future. We are looking
ahead, then, to a decade in which such
an important economic sector as the
automotive industry will witness a
huge amount of applied innovation,
with everything that this implies for
the creation of entrepreneurial oppor-
tunities inahuge number of areas.

Butifwelookatanother essentialin-
dustry such as healthcare, seldom has
applied innovation been so strong as
itisat the present time. Being a mem-
ber of the Jury of the Wall Street Jour-
nal’s Technology Innovation Awards
keeps me very busy in August. Each of
the projects presented by the compet-
ing companies must be analyzed and
ranked. But it gave me great pleasure
this year to see that there have rarely
been so many new products and ser-
vices pushing strongly into the mar-
ket with potential sales of billions of
euros, which will certainly bring with
them limitless new opportunities for
supply, distribution and other related
functions.

However, as we look forward to the
20108, wWe can see a strong Asia, with
Chinaand Indiaand2.4billion consum-
ers on the fast track to growth. We can
also see entrepreneurial companies
beginning to create opportunities in
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Africa. As aprofessor of entrepreneur-
ship at IESE, I guess I have received
over 50 business plans so far this year
from entrepreneurial alumni plan-
ninginitiatives in Asia and Africa. This
is probably twice as many as the same
period a year ago, for a comparable
number of projects. Colleagues from
other business schools report similar
experiences.

All this leads me to think that the
time is right to take innovation out of
the closetandinto the market. ButIun-
derstand the marketis the whole world.
This meansthe managementboard has
to be proactive, to truly lead. And for
thistohappen, theyhave to get excited.
It’ssometimesagood thingtosurround
yourselfwith people who see the bright
side of things, thoughitmust, of course,
be from arealistic perspective.

To finish on a slightly different note,
here’s another prediction. The 2010
decade will be great, but what about
the 2019 crisis? As we take advantage
of this time of opportunity, remember
that there are cycles. In this business
world there is that nagging financial
reality they call a balance sheet, and in
terms of the care it requiresitis second
onlyto people.

THEREIS A
HUGE AMOUNT
OF INNOVATION
GOING ON IN
COMPANIES.
THE PROBLEM
ISTHATIT’S
NOT BEING
TRANSFORMED
INTO BUSINESS.
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