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Innovate and Scale:
A Tough Balancing Act

By Christian Seelos & Johanna Mair

he term social innovation cap-

tures our collective desires to

find novel solutions to persistent

social needs. The necessary in-

novations at a scale that matches
the size of the problem can be enacted only
by organizations. Social innovation is thus a
crucial organizational topic.

Twoissues are of concern. Onerelates to
the challenge of scaling up successful inno-
vations to truly make an impact at the scale
oftheneedstheyaddress. Thesecondrelates
to the challenge of building a capacity in al-
ready established social-sector organiza-
tions for continuous innovation rather than
“one-hitwonders.”

Before proceeding, we should be clear
about what we mean by innovation. We de-
fine innovation as the process that starts
with the emergence of an idea that is devel-
oped into a new set of organizational activi-
ties, technologies, products, or services, and
their consequences for external stakehold-
ers as well as the innovating organization.

Scaling and continuous innovation are
fundamentally related in a counterintuitive
manner: Scaling successful past innovations
may make future innovations less produc-
tive, and ongoing cycles of innovation may
make scaling less productive. Once an or-
ganizational innovation has succeeded in
building a robust model for delivering need-
ed products and services, subsequent scal-
ing requires much incremental refinement,
routinization, and standardization. Scaling
thus requires focus and a commitment to
the current operating model. On the other
hand, continuous innovation is grounded in
increasing the variance of ideas and experi-
ments, challenging the status quo, and think-
ing and actingin fundamentally new ways.

The dual pressure of scaling the innova-
tionsofthe pastto achieve and demonstrate
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predictable impact today and exploring un-
certain innovations for tomorrow creates a
difficult balancing act. The ability to man-
age this tension fundamentally defines an
organization’s capacity for continuous in-
novation (OCCI) and its ability to make an
impact over time.

Unfortunately, the literature on OCCI
in the social sector is thin and provides little
guidance for social sector organizations. And
our knowledge base is fragmented and lacks
cumulative progress. In a recent workshop
on this topic hosted by the Rockefeller Foun-
dation,! it became obvious that scholars and
practitioners use multiple definitions of in-
novation (incremental change versus radical
innovation, invention versus innovation),
refer to different types of innovations (man-
agement/operational, product/service, or
business model), or focus on different levels
of innovation (individuals, organizations, or
ecosystems).

This diversity and ambiguity around
how people think about innovation and the
language used to capture elements of inno-
vation unfortunately stifle progress. People
often disagree or fail to find common ground

because of different semantics rather than
an exchange and evaluation of knowledge or
experience.

The Anatomy of Organizational
Innovation

To make progress in understanding OCCI,
we developed an analytical model of orga-
nizational innovation processes. The model
serves several purposes that are crucial for
making progress in our understanding of
OCClinthe social sector:

m To avoid ambiguity about what we mean
by terms such as innovation or OCCI.
The model defines OCCI clearly by
specifyingits sub-processes and their
characteristics. Itis arestricted lens,
because many other things happenin
organizations that are not considered.
This enables comparative work on simi-
lar aspects across organizations.

m To encompass different types of in-
novation by being compatible with
management or technical innovations
aswell as new products, services, or
business models. The OCCI modelis
thus generic but can also be adapted to
fit particular organizations.

m Tobridge relevantlevelsincluding indi-
viduals, groups, organizations, and the
external environment that collectively
define the particular characteristics of
OCCI. That way, realistic evaluations
of OCCI and diagnosis of any external
orinternal enabling factors or those
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that may derail innovation can be made

systematically and more objectively.

m Tolink organizational innovation
processes with innovation outcomes
inadynamic manner thatreflects
onimportant feedback mechanisms
between past and future innovation.
This captures the fact that innovation
has consequences not only for external
stakeholders butalso for the organiza-
tionitself.

Organizational innovation is often
portrayed as a stage model. It starts when
individuals or small groups create novel
ideas within organizations or access them
from the environment. Ideas may also dif-
fuse from their environments through
diverse communication channels or may
be actively disseminated through various
relationship structures. Ideas need to be
translated and communicated within or-
ganizations to groups of people, because
individuals never have all the resources to
develop them. Groups interpret and evalu-
ate ideas through various lenses—-for exam-
ple, whether an idea fits and is appropriate
(normative lens), whether it is feasible and
needed (cognitive lens), whether now is the
right time for it (strategic lens), or whether
senior management or external powerful
stakeholders such as funders will like it (po-
litical /power lens).

If an idea survives this initial stage, it
needs to be given resources and enacted to
determineits practical value. Thelatter out-
come cannotbe known in advance. This fea-
ture distinguishes innovation from many
other organizational activities. Outcomes
are uncertain and thus need to be experi-
enced and learned. This experimentation
stageisthuscrucial tobuildingbroader con-
sensus about the nascent innovation.

If consensus is positive the new set of
activities is formalized into new structures,
processes, technologies, and product and
service offerings. The innovation needs to be
fine-tuned and improved, usually through
incremental changes to create value that
justifies the efforts invested in creating it.
That fine-tuning builds deep organizational
routines and competencies that enable an
organization to scale the innovation to meet
its ambitions. Innovation thus becomes the
new mainstream, and thereby an organiza-
tionhas changed insome important manner.
(See “OCCI Model” above.)
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search processes
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A large number of external and internal
factors shape and influence OCCI. They in-
clude organizational factors such as leader-
shipand power characteristics,organization-
al mission and culture, levels of creativity,
knowledge management and organizational
competencies, and explicitness of an organi-
zation’s strategy. Many external factors have
been shown to impact OCCI. They include
the particular institutional context, the lev-
els of competition and collaboration among
the social organizations in the broader eco-
system, the ways in which organizations en-
gage with the people and communities they
serve, and the levels of trust and reputation
that define these relationships. The model
also explains the low success rate of innova-
tions: Success dependsonacomplexconstel-
lation of many enablingexternalandinternal
factors at all stages concurrently, but even a
single negative factor can derail innovation
atany of these stages.

The Example of Sekem
Tounderstand OCCl it is useful to look at the
example of one organization, Sekem, in some
detail. Sekemisan Egyptiansocial sectororga-
nization thatoverthe course of 30yearstrans-
formed a strip of desert north of Cairo into a
thriving agricultural community. Sekem is
composed of several businesses based on
organic agriculture along with nonprofit or-
ganizations such as a medical center, kinder-
gartens, schools, arecently opened university,
and a biodynamic-agriculture certification
body. To create this community, Sekem had to
manage the difficult job of balancing innova-
tionandscalingup. Three factors conspired to
almost derail theirinnovations.

Factors based on cognitive hurdles |
When Sekem began exploring biodynamic

agriculture in Egyptin the 1970s, neither the
farmers nor the government thought that it
was a valuable proposition. The farmers be-
lieved that it was not economically valuable
and did not cooperate. The government au-
thorities stoppedinitial attempts to cultivate
theland, arguing thatusing cow dungtobuild
up organic soil would contaminate the soil
with dangerousbacteria. It tookyearstocon-
vince these stakeholders that biodynamic
agriculture was feasible and would improve
soil quality. Today, Sekem has a number of
profitable companies that produce high-
quality food and enable farmers to move
out of unprofitable subsistence farming.
The trust, reputation, self-confidence, and
knowledge developed by these almost failed
innovations were the basis for subsequent
innovations and building Sekem’s OCCI. For
example, the idea of pioneering biodynamic
cotton agriculture in Egypt was supported
by the government because of the trust built
during Sekem’s successful introduction of
biodynamic farming.

Factors based on normative hurdles |
Sekem’s early innovations were threatened
by alack of productive workers. Most em-
ployees from poor communities did not
consider it “normal” to show up at work
predictably and on time, attributes required
for building a productive and sustainable
organization. Through much trial and er-
ror, Sekem found a collective action mecha-
nism to achieve this goal. Every organiza-
tion of the Sekem group forms a morning
circle consisting of all employees. Not being
at work on time is now highly visible and
embarrassing for individual workers. This
mechanism created new templates for role
behaviorrequired forefficienteconomicac-
tivities. It built Sekem’s capacity for instill-
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ingnewrules and monitoring behavior, cre-
ating a greater ability to innovate and scale
and to enable OCCI through productive
human resources. Today, Sekem employees
understand that they are the drivers for in-
novation. They have the requisite commu-
nication channels, processes, and resources
to evaluate and testideas.

Factors based on political/power
hurdles | In its early years Sekem ran into
disputes with the local Bedouin over land-
use rights. The Bedouin, who were nomadic
and lived outside the regulatory norms of
the country, challenged Sekem’s rights to
the land it had acquired. Settling this dis-
pute was close to a life-or-death endeavor
that severely challenged the organization’s
motivation to proceed. A few years later, the
militaryoccupied and started bulldozing the
land on which Sekem had builtits firstfarms,
almost eliminating any hope for progress.
But Sekem demonstrated commitment and
perseverance, which earned it respect and
made itless vulnerable. Sekem also engaged
in a strategy to build up organizational size
and complexity. It created a microcosm of
different types of for-profit and not-for-
profit organizations and linked up closely
with external partners in Egypt and abroad.
This strategy created a more resilient and
controlled environment, which enabled
more productive innovation over time.

The ability to access many different
types of resources enabled Sekem to invest
more time and effort in exploring risky in-
novations. The willingness to stay with
these innovations and make them work
created tremendous learning and also re-
lational resources that enabled Sekem to
innovate more productively over time and
thusincrease its OCCI.

Mapping OCCI and Its Pathologies

Scholars have voiced concerns over the
expectations for “social engineering” as
implied by the literature on so-called inno-
vation success factors, which suggests that
innovation in organizations can be predict-
ably designed. Sekem reminds us how dif-
ficult and risky innovation is. Innovation
depends on the ability to make a plan work
through much effort, investment of resourc-
es, and a lot of luck. Innovations rarely work
as intended. We believe that the discovery
of unintended consequences of our innova-
tionprocesses and the circumstances of their
workings represent an important approach
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forsignificant progress toward arealistic un-
derstanding of social innovation.

Our OCCI model can be used as a diag-
nostic instrument to account for factors
that could derail innovation. A large num-
ber of these “innovation pathologies” have
been documented.? Working directly with
organizations, we may explore some of the
following pathologies.?

Idea creation/access—individual
level | Do people misunderstand an orga-
nization’s mission and vision? Do people
lack motivation or insights because, for
example, they are too far removed from the
frontline? Are people too stressed to reflect
on their work and the organization’s fu-
ture? Is the organization driven by setting
and meeting targets? Are there signs of the
“not invented here” syndrome? Do people
fear punishment for potential failures, or
are they never recognized for good ideas?
Do the most innovative people tend to leave
the organization? Are the workforce and
management too homogeneous?

Interpretation and evaluation—group
level | Are groups built ad hoc, so that there
is no consistency and learning in evaluating
ideas? Are participants in groups too com-
petitive, so that there is no trust? Are manag-
ers overconfident in existing practices? Do
senior managers suffer from too-rigid beliefs,
values, and assumptions? Do status, cultural,
or language barriers prevent efficient and
open communication?

Experimenting and consensus build-
ing—group level | Are responsibilities for
execution unclear? Are people expected to
pilot projects “on the side”? Are resources
withdrawn from prototypes too early or ad
hoc? Do projects that don’t work tend to be
sustained for too long (failure traps)? Does
failure trigger blaming people rather than
acknowledging the inherent uncertainty of
innovation and learning fromit? Islearning
from success and failure superstitious and
irrational rather than objective and system-
atic?

Formalization and scaling—organi-
zationallevel | Doinnovations remain invis-
ible to headquarters, for example in very de-
centralized organizations? Does apowerand
leadership vacuum prevent successful inno-
vations from being formalized and adopted?
Do organizations have inadequate critical
execution competencies? Do rapid cycles of
innovation prevent sufficient development
ofthe outcomes of innovation processes?

External stakeholders—task environ-
ment level | Do funders push organizations

in directions that conflict with their sense of
identity? Do funders incentivize organiza-
tions to “sell” everything they do as an inno-
vationrather than pursuingreal innovation?
Do impatience, short-termism, and require-
ments for reporting impact metrics stifle in-
vestments in experimentation, failure, and
learning? Does a hostile environment stifle
efforts atinnovation by aggressive or evenil-
legal actions? Are sufficient resources acces-
sible for enabling innovations and making
the “waste” created by failures inherent to
innovation affordable?

Conclusion

Innovation is risky, difficult, and in many
ways unpredictable. It competes with other
ways of creating value, such as focusing on
many small improvements over time.* Get-
ting better at innovation and making inno-
vation more productive are the keys to real-
izing its potential. Almost all organizations
that have operated for some time accumu-
late structural, behavioral, or strategic bar-
riers to making innovation productive. Get-
ting good at diagnosis and finding ways to
eliminate the causesofpathologiesincrease
OCCI. Unfortunately, we are much more
likely to talk about successes and achieve-
ments than we are to talk about failures and
weaknesses.

Creating new products, services, and pro-
cessesisimportant,butitisequallyimportant
that organizations fully exploit, develop, and
scale past innovations to maximize their val-
ue potential. Constantly pushing for innova-
tioniscounterproductive. Butsoisgettingtoo
cozy with the predictability and convenience
of the old ways and losing the motivation and
skills required for productive innovation.
Learning how to balance these two compet-
ing organizational processes is an important
task for the entire social sector. ®
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