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ABSTRACT

In recent years, the concept of innovation has become the most debated topic in literature and in particular, the strategic importance of
innovation management for businesses is emphasized. In this context, the strategic innovation approach, which emerged as a synergy of
innovation and strategic management, seems to play an important role in achieving sustainable competitive advantage. The aim of this
article is to emphasize the importance of innovation and strategic innovation approach.

Keywords: Strategy, innovation, strategic innovation, strategic innovation approach.
JEL Codes: M10, M13

1. INTRODUCTION

The fact that today's economic developments and competition are so intense that it has led to a growing interest for the
concept of innovation. Innovation, on the one hand, has become a driving force for economic development, while on the
other hand it has become a competitive means of having strategic significance in achieving a sustainable competitive
advantage for the success of the enterprises. In this context, enterprises are now turning to a strategic innovation approach
that emerges as a synergy of innovation and strategic management.

In this study, strategic innovation approach was analyzed and its role and importance on success of enterprises was
emphasized.

2. INNOVATION AND STRATEGY

Innovation has its origin in the word innovatio derived from the Latin verb innovare that means “refreshing, altering, and
changing”. While it was used as innovation in French, this word was started to be used with the meaning “a new product or
practice that emerges as a result of a work or experiment” for the first time in English before the year 1588. Concerning the
areas of use for innovation, it has such a meaning; “making a new thing in a product, device or application and making it
better and more useful rather than a brand new discovery” (Akalin, 2007: 483,484). The innovation is defined in English
dictionary as “the introduction of new things, ideas or ways of doing sth; a new idea, way of doing sth, etc. that has been
introduced or discovered” (Hornby, 2010: 775).

The concept of strategy comes from the Greek word “strategos”, and it refers to a “military general” and combines
“stratos” (the army) and “ago” (to lead) (David, 2005: 24,25). The strategy first began to take its place in the business world
by developing in military and political fields. The strategy is defined as identifying the roadmap, policies and tactics to be
used to achieve an objective. Strategic management, on the other hand, means achieving the goal by successfully
implementing this roadmap, which includes the necessary policies and processes (Ciftgi, 2011: 12, 13).

Strategic management can be defined as “the set of decisions and actions used to formulate and implement strategies that
will provide a competitively superior fit between the organization and its environment so as to achieve organizational
goals”(Daft, 2003: 239). The key features and elements of strategic management are illustrated in Figure 1 below:
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Figure 1: The Key Features and Elements of Strategic Management

The Key Features and Elements of Strategic Management

Strategic management is a business management process which focuses on "long-term" activities and
ngs n
final results".

v

In the long run, it is directed to take appropriate measures by examining the threatening environmental
elements "to survive".

v

It is also directed to analyzing and ensuring the matters of business and activities that can achieve
"sustainable competitive advantage" and thus "profit above average" by realizing that sustaining its
existence over the long term can only be achieved with the practices and activities that will provide

competitive advantage.

In this context, the strategic management process is an "analytical process" that involves information
gathering, analyzing, being a decision-maker and implementing.

v

This process aims to be “effective and efficient”.

|

It uses "four functions of management" (planning, organizing, leading and controlling) to reach the
targeted results.

Source: Prepared by utilizing from Ulgen and Mirze, 2004: 26

Supporters of modernist strategic management advocate the argument that businesses should strive to achieve
competitive advantage in order to sustain their long-term survival. Competitive advantage can be only obtained through
the value creating strategies. Sustainability of competitive advantage is possible only when the value-creating strategies of
enterprises cannot be imitated or applied by competitors (Ulgen and Mirze, 2004: 30,31).

The most important philosophers who contributed to innovation are Gabriel Tarde, Joseph A. Schumpeter and Peter
Drucker. The French sociologist Gabriel Tarde was described as the first major theorist of innovation and entrepreneurship.
In addition, he was the first theoretician who defined and used the concepts of innovation and invention (Eggink, 2013:
2840).

Schumpeter, who had a great influence on the development of the economy in the 20th century, is considered one of the
most influential economists of all time. He has a wide range of articles covering such topics as "the dynamics of economic
and social evolution, the integration of economic, sociological and political perspectives into capitalism" and finally the
"history of economic ideas" (Michaelides and Theologou, 2009: 3,5).

According to the Peter Drucker, innovation is defined as “the act that endows resources with a new capacity to create
wealth”. Innovation becomes a specific instrument for entrepreneurship and creates a resource (Drucker, 1993: 30).

Innovation's basic dynamic is "not everything new, but innovations that transform or be transformed into economic and
social added value". Therefore, it is a fact that something that doesn’t have a social and economic added value cannot be
regarded as innovation. According to the social value dimension of innovation, something new is likely to be an innovation
if it has the ability to meet a need of its user at a higher level than the existing ones or it can offer a much newer value that
is not available. While the economic value dimension of innovation can be considered - in a narrow sense - as an economic
return to the side that realizes innovation, it is considered that national and regional economies in which innovation has
emerged gain a series of competitive benefits by exploiting the externality of this innovation, in broad terms. In short,
innovation makes the cooperation of parties with each other inevitable (government, individuals, businesses and society)
by the values and externalities that can be created together with both the commercialization and the emergence process
(Uzkurt, 2010: 37).
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Innovation implies that production inputs can be transformed into sellable outputs to produce goods and services that are
at a better quality - more attractive to the consumers - and less costly - easier for consumers to obtain - than the qualities /
costs of goods and services that can be obtained from the current factor prices. In this regard, the innovative enterprise
also refers to the business organization that performs this transformation process within the network formed that is both
within the firm as a separate strategic audit unit and by the allied companies (Lazonick, 2007: 47,48). Therefore, the
importance of innovation is further heightened so that businesses can be more innovative and provide competitive
advantage.

Innovation has become an indispensable source of dynamism for both today's national economies and businesses.
However, in order for businesses to succeed in innovation and to maximize the profits of new products and services to be
offered to the marketplace, things-to-do can be briefly summarized as follows (Uzkurt, 2010: 38-50):

*An innovation strategy must be established for a successful innovation.
¢ A successful innovation needs a supportive cultural infrastructure and business structure.

*An effective communication network should be established with relevant resources for the production of innovation ideas
and their provision from the outside.

*The right decisions should be made about what kind of innovations should be done.

eThere is a need for an outward-oriented network system based on sharing and interacting internally for a successful
innovation.

*The approaches that support innovation should be adopted within the enterprise.
3. STRATEGIC INNOVATION APPROACH

Such concepts as globalization, competition, changing customer demands, uncertainty, changing technology, environmental
conditions and changing demographic structure of the workforce have driven businesses to be more productive and
efficient in every area. Under these changing environmental conditions, businesses have had to develop more innovative
products, methods and strategies in every area (Yesil, 2013: 177). In this context, strategic innovation as a new approach
emerged.

Many researchers use the concept of strategic innovation as a combination of strategy and innovation. According to Hamel,
strategic innovation is "the ability to understand and change the industry dynamics". This condition should create wealth for
stakeholders and create new value for customers by redesigning the service and redefining the market. Concerning the
definitions made, strategic innovation can be said to have three consequences. Accordingly, strategic innovation leads to
new markets; develops new business models; increases value for organization and customer (iplik, Topsakal and Dogan,
2014: 19).

According to another opinion, strategic innovation is “a holistic and systematic approach focused on generating beyond-
incremental, discontinuous or breakthrough innovations”. Moreover, innovation becomes strategic when it makes a notably
significant difference in valuing customers, partners, consumers and the enterprise as an intentional and repeatable
process (Palmer and Kaplan, 2007: 4,5). The differences between the traditional approach and the strategic innovation
approach are shown in Table 1.

Table 1: Traditional Strategy versus Strategic Innovation

Traditional Approaches

Strategic Innovation Approach

Adopt a present to future orientation-takes today
as the starting point

Starts with the end in mind-identifies long-term
opportunities and then “bridges back to the present”

Accept established business boundaries/product
categories

Seeks to create new competitive
space/playing fields

. Seek articulated consumer needs

Seeks unarticulated consumer needs

e | Follow traditional, linear business planning models

Marries process discipline with creation
inspiration

. May have a one-size-fits-all organizational model

May experiment with entrepreneurial new venture or other
organizational structures

Focus on incremental

Seeks breakthrough, disruptive innovation-while continuing

innovation to build the core
. Are technology-driven (seek consumer Is consumer-inspired (seeks consumer
satisfaction) delight)
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. Assume a rule-maker/taker (defensive/follower) Assumes a rule-breaker (revolutionary)
posture posture

. Seek input from obvious, traditional Seeks inspiration from unconventional
sources sources

Source: Palmer and Kaplan, 2007: 4

One of the most important items listed in Table 1 is definitely the fact that innovation is now turning from incremental
innovation to disruptive innovation with the strategic innovation approach. Accordingly, disruptive strategic innovation is
clearly a more aggressive strategy in creating competitive advantage. The purpose of incremental strategic innovation is to
create a competitive advantage, but does not aim to break down/ruin the existing market (Kataria, 2013: 18).

Strategic innovation approach is an approach that creates new opportunities based on achieving sustainable competitive
advantage, meeting the needs of customers that may be important but not felt before, rewriting the rules of competition or
entering into the new segments of the market that have not yet been discovered. Businesses need to adopt a strategic
innovation approach that will give them a competitive advantage. Strategic innovation approach being a new approach has
some features (iraz, 2005: 111,112). These are listed in Table 2.

Table 2: Some Basic Characteristics of Strategic Innovation Approach

e | Contributors of strategy plan should be diversified.

When strategies are started to be applied in the business, employees should also be involved in the strategic
planning process in order not to encounter unexpected results. Because the thought of taking advantage of new
product ideas and opportunities often emerges at lower levels of business. The first step of the strategic innovation
approach is to create ideal conditions that will trigger extraordinary thinking and idea production by taking different
opinions from different and multiple sources. In the second step, the top management should create a strategy plan
by evaluating the new contributions full of fresh ideas.

e | Market research should only be used to investigate unknowns.

In the strategic innovation approach, senior management behaves intellectually honest and reveals that they don’t
not know anything about "understanding emerging markets and delivering new values". As a sole basis for their
decisions, they give up relying solely on the results of market research and prepare explorations to test the
theoretical hypotheses that suggest potential opportunities for the market.

e | Tolerance approach should be applied to faults during innovation process.

Innovation is not an error-free process and you must be prepared against possible errors. The process of strategic
innovation is composed of partly trial and errors until finding the best and partly planning.

e | Comparison should be made with different sectors.

The strategic innovation approach ensures raising standards as much as possible and creating new values by taking
full advantage of the potential of benchmarking and taking practitioners around the world as reference outside their
own sector.

e | Success must be measured by top management's change of mind.

If an enterprise is concerned only with maintaining profitability, the assumptions underlying the traditional strategic
planning may remain valid. However, if it is more important to have a sustainable competitive advantage, then the
strategy needs to be revisited and considered. In short, success will depend on what will change on the basis of
thought.

Source: Prepared by using iraz, 2005: 112-115

Through the strategic innovation to be built with the strategy and innovation together, it can be possible to gain
competitive advantage and transform the strategies into action with such factors as valuing knowledge, creativity, creating
new business models, providing new opportunities, being market-oriented, being open to different opinions and thoughts,
future orientation, being exploratory, creating new values, having a mission and vision, cooperating and being extroversion
(Satirand Isik, 2011: 555).

4. CONCLUSION

The fact that businesses are able to adapt to changing realities in a highly competitive environment together with the effect
of globalization is very important in terms of not losing their position in the market. In this regard, innovation is an
important tool both for businesses to survive and compete and to ensure social well-being. However, businesses need a
more effective tool in today's intense competitive environment. At this point, the strategic innovation approach that
emerged with the synergy of innovation and strategy has gained considerable importance. It is vital for the businesses
seeking sustainable competitive advantage to adopt this new approach.
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