
 

 

Examinable Notes   
1.3 Source of innovation 

Sources of innovation within companies or industries-  
1. Unexpected occurrences: unexpected success and failures are productive sources of 

innovation because most people and businesses dismiss them.  
2. Incongruities: theses occur whenever a gap exists between expectations and reality. 

Do something to close the gap   
3. Process needs: these exist whenever a demand arises for the entrepreneur to 

innovate as a way of answering a particular need   
4. Industry and market changes: there are continual shifts in the marketplace, which 

are caused by changes in consumer attitudes, advances in technology and industry 
growth. Regulations! So like when the regulations came out about you not touching 
your phone while driving, many innovations came out with products to stick on the 
dash board etc.   

Sources of innovation in the social environment  
5. Demographic changes: external sources of innovation opportunity, demographics 

are most reliable, like censes data   
6. Perceptual change: members of a community can change their interpretation of 

facts and concepts, and thereby open new opportunities 
7. New knowledge: innovation is usually created by new knowledge, whether scientific, 

technical or social.   
 

1.4 Different Types of innovation 
Incremental versus disruptive (radical) innovation  

• Ideas are not enough for innovation  
• Assumption that creativity automatically lead to actual innovation (WHICH IS X) 
• Once a business opportunity or idea has been identified, it needs to be shaped and 

assessed, and eventually it has to materialise in a prototype, formula, patent or 
business plan.  

• Innovation is a multidimensional concept, and it is not necessary to reinvent the 
wheel to become an entrepreneur. 

• Innovation is the successful creation of value within an organisation 
• Entrepreneurship can occur with little, if any, innovation 

 
INCREMENTAL INNOVATION  DISRUPTIVE INNOVATION  

• Steady improvements  
• Based on sustaining technologies  
• Obedience to cultural routines and 

norms  
• Can be rapidly implemented  
• Immediate gains  
• Develop customer loyalty  

• Fundamental rethink  
• Based on disruptive technologies  
• Experimentation and play/make-

believe 
• Need to be nurtured for long 

periods 
• Worse initial performance, potential 

big gains  
• Create new markets  

 
 



 

 

Incremental innovation  
• Incremental innovation are improvements of existing products that enhance 

performance in dimensions traditionally valued by mainstream customers. 
• They usually come from tweaking existing designs and listening to big clients, who 

usually just want steady improvements that yield higher margins  
• Types of incremental innovation: 

o Extension – improvement or new use of existing product, service of process, 
such as development of desktop, notebook and laptop computers based on 
the mainframe  

o Duplication – creative replication or adaptation of an existing product, 
service or concept. Duplication can take place across different markets or 
industries. Eg. Fast food chicken outlets such as chicken treat or red rooster.  

o Synthesis – combination of an existing product, service or process into a new 
formulation or use such as fax (telephone and photocopier) or the multi-
purpose smartphones (telephone + camera + organiser + internet + music 
player + GPS )  

Disruptive (radical) innovation  
• Change the value proposition 
• Cause fundamental changes in the marketplace 
• ‘Innovators dilemma’ in large organisations can enable more flexible, 

entrepreneurial companies to capitalise on industry growth. 
  e.g. Uber disrupted the traditional taxi services 

• Disruptive approaches: 
1. The back-scratch an unscratched itch – makes it easier for people to get 

important work done  
2. The extreme makeover: make an ugly business attractive - find a way to 

prosper at the low end of established markets by giving people good enough 
solutions at low prices 

3. The bottleneck buster: democratise a limited market – expand a market by 
removing a barrier to consumption  

Cost innovation  
• Innovation which considers the ‘value for money’ segment 
• Cost innovation can be delivered in three ways: 

- Selling high end products at mass-market prices 
- Offering choice or customisation to value customers 
- Turning niches into mass markets 

 
New product development 

• No product or brand remains the same.  
• Markets are in the perpetual sate of change and organisation find it necessary to 

enhance the product characteristics or product mix to meet the changing needs for 
their customers. 

• The first stage of the product lifecycle involves new product development (NPD).  
1. New to the market – a new technology that has never been seen before  
2. New to the company – a product already in the marketplace but this is the first 

tome it has been produced by a certain company. 
 


