STUDY UNIT 5
SOURCES OF INNOVATION
INSIGHT – A FLASH OF GENIUS
· Once a problem has been recognised, an organisation normally brings a group of people together to brainstorm ideas.
· Ideas come from anywhere
· Innovative ideas suddenly come to a person, sometimes after years of studying the problem and without any logical explanation.
· Many insight come about when least expected.
· Insight is the starting point that leads to invention and thence to innovation.
· Insight is the moment of inspiration when an idea occurs to an individual and forms the basis of an idea.
There appears to be some logical pattern that idea generation or insight takes, namely:	(four forms of insight)
1. Association

· It involves bringing together two different areas of unconnected ideas and having the insight that an idea from one area may be able to solve a problem in a completely different area.
2. Adaptation

· Adaptation comes when an idea used in one field is adapted to solve a problem in another field. 
· In this way, the same insight is used in a different application, and sometimes requires adaptation to solve the problem.
3. Analogy

· Where a principle used in one area is used for a different purpose elsewhere.
· Velcro – dog=fur=burs.
· With analogy a technique or principle in one context suggest a new way of doing something, rather than being transferred directly from one context to another (unlike adaption),
4. Serendipity/chance
· Serendipity means “happy accident”.
· Insights come about by complete chance and can then be applied to real problems.
· Penicilin.
· Whatever the reason for the insight, a common reaction of most people is to think how obvious the idea is.
SOURCES OF INNOVATION
· The recognition of multiple sources of innovation, particularly sources other than “heroic” individuals and mighty business corporations with large research labs, reflect the changing nature of innovation and the changing contect within which it take place.
· The increasing use of “open” models of innovation in which innovation is sourced from outside a business organisation has led to the growth of other sources of innovation. 
· This has been helped by new, more flexible institutional arrangements in the form of various types of inter-firm collaboration such as strategic alliances and joint ventures.
· No longer must innovation be the preserve of the large, vertically intergrated business corporation because only it has the required resources. 
· The new institutional arrangements have facilitated collaboration. 
· Such arrangements can be complementary, with the small firm providing the ideas and inventions and the large firm providing the resources for commercialisation.

1. Individuals

· Two-thirds of all innovations come from individuals. This is because there are far fewer restrictions on individuals than there are on employees working in large organisations.

· The factors that encourage individual inventors are:
· Growth in small businesses.
· While large firms may have the resources and technologies, smaller firms usually have a better knowledge of the technologies.
· Spin-off companies are created when employees from large organisations take the knowledge and experience they have gained at these organisations with them and go off to start their own businesses.
· Large organisations are slower to adapt to new, disruptive technologies. Small businesses, however, in effect “grab” the opportunity and are flexible enough to embrace disruptive technologies as they are invented.

· The individual inventor is often described as the “garage” model of innovation.
· An individual, perhaps working with a partner, develops an innovatioin at home in his or her garage or somewhere familiar.


2. Corporations

· It is often only the big organisations that have the resources to follow trends (innovation became increasingly technology based and required extensive research and development).
· If they are to retain their competitive edge, large organisation know they must spend large sums of time and money on innovation.
· There is no proof that the size of the organisation has any correlation with the number of innovations that are successful.
· The greater flexibility that open innovation provides has enabled large corporations to continue to play a very important part in innovation, only now they sometimes innovate with someone else’s technology rather than their own.

3. Users

· These users need to find solutions to solve problems within their jobs quickly and efficiently. 
· They have insight into the problem and know what sort of solution will work.
· These innovations are then handed over to larger or specialised organisations to distribute as commercially viable products, processes or services.
· They are best placed to know what they need.
· These users are actively involved.
· Users do not have the capability to manufacture scientific instruments so that once they have developed a working prototype, they then turn to manufacturers to produce the equipment in quantity.
· Among the industries where users are now an important source of innovation are:
· Software development
· Library information systems
· Mountain bikes
· Outdoor clothing and equipment
· Extreme sporting equipment

· Why are users in these industries increasingly becoming the source of innovation:
· Improvements in communication such as the appearance of the Internet, cheaper and better telecommunications, the growth of the media have given users much improved access to each other and to manufacturers and suppliers, as well as much improved access to knowledge.
· Improvements in computing (CAD) have enabled users to develop their own new product development capabilities.
· Greater levels of education have given users both an increased knowledge capability and greater access to knowledge.
· The growth of open innovation has provided user innovators with another route to market.

· These factors, combined with much greater flexibility of technology and lower costs in many instances, have enabled users to play a much more active role in innovation in certain industry sectors.

4. Employees

· Employees are encouraged and rewarded when they come up with ideas for new products and services or devise improvements in production processes.
· Some companies allow their employees to devote a modest proportion of their time at work to developing new ideas “bootlegging”.
· Some companies operate “suggestion schemes” that encourage and reward employees who come up with ideas for new products and services or devise improvements in production processes.

5. Outsiders

· Scientists and researchers often work within the constraints of rules and conventional wisdom, both of which are generally accepted and seldom questioned. 
· Outsiders, perhaps through ignorance, are more likely to challenge these ideas and practises.
· This may lead to products being used in ways that were not foreseen by the original designers or the development of new products.
· Outsiders come with an open mind, and are willing to challenge existing ideas and often have outside networks that can help in creating new product ideas.
· Assumptions may well be deeply embedded an as such go unquestioned. 
· Outsiders may be willing to try unorthodox ideas precisely because they are not familiar with the “conventional wisdom”.
· Outsiders may possess a range of advantages over industry insiders – not only are they likely to be more open to new approaches and willing to challenge existing ideas, but the range of external contacts they can draw on means their absorptive capacity, as far as external linkages are concerned, is likely to be greater too.



6. Spill-overs

· Spill-overs come from organisations that have developed an idea but either choose not to pursue the idea or do not think is it worth patenting.
· Other organisations may see the potential in the idea and “run with it”.
· Spill-overs typically occur when one firm benefits from another firm’s investment in R&D.
· Alternatively, if the firm that has developed the new product chooses not to commercialise it, it may license it to others.
· This is very common in today’s electronic market where companies bring out a new product, only to find that their competitors copy and improve their initial idea very quickly.
· Spill-overs are likely to occur in situations where it is difficult to prevent others from appropriating the benefits from an invention.
· Intellectual property rights are the means by which inventors normally endeavour to prevent others appropriating benefits.
· Spill-overs are also more likely in situations where staff move around a lot. This is referred to as staff “churn” and greater mobility of staff tends to mean that just as staff move around, so does knowledge.

7. Process needs

· With the ever-increasing threat of competition, firms are constantly looking for better and faster ways of doing things. 
· Sometimes the demands of a manufacturing process will act as a stimulus to innovation.
· This is most likely to occur in industries which have reached a point of maturity in terms of industry evolution, particularly those producing established commodity products in large volumes.
· Products and services are copied by competitors and new ideas are constantly entering the market.
· To sustain their competitive advantage quickly, it is often more important for organisations to reduce their costs and compete on the pricing front.


1

