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The source of 

innovation
This paper focuses on the source of  innovation, i.e. who has the 
ability to innovate .

The term innovation can be dated back to the late 1930s where the 
pioneering work on innovation were done by Schumpeter. 
Schumpeter's publication Business Cycles (1939) shows the 
importance of innovation in economies, and Schumpeter made it a 
cornerstone of his theory of the capital process (1939). He saw 
innovation as the element triggering most business cycles and 
defined innovation as follows:

“Individual innovations imply, by virtue of their nature, 
a ’big’ step and a ’big’ change” (Schumpeter 1939, p 101).

This original definition from Schumpeter’s pioneering work were 
unique and has been the inspiration of today’s definition of 
innovation . 

Today, Innocept consult  use a modified definition of innovation:

Innovation is the process of making changes to something 
established by introducing something new; it could be a new 
idea, method or device that is consequently adopted and used 
in the marketplace. 

(inspired from empirical experience, Merriam-Webster and 
Schumpeter)
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After having deduced a definition for innovation and accepted the 
need for innovation, we might subsequently focus on the source of 
innovation which has shaped the UDI research that we know today.

Through the early work on UDI, it was proven that organizations 
were not the only ones having the abilities to make valuable 
innovations and that the users also had innovative abilities. 

This was proved through Golding's (1971) and Freeman’s (1968) 
researches and further in von Hippel’s early work starting from 1975 
onward. Since it is found that there is more than one source of 
innovation, von Hippel defined what constituted an innovator:

An “innovator is defined as the individual or firm that first develops 
an innovation to a useful state, as proven by documented, useful
output” (von Hippel, 1988, p 12).

When comparing sex vs. innovation on Google, we find that the word innovation 
only are used 6 times less than the word sex, which is quite impressive.
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In order to show who are able to innovate, the study by Urban and 
von Hippel (1988) will be used, as their analysis shows the 
functional sources of innovation. As it can be observed in the table 
below, they have deduced a total of four variables:

Users, manufacturers, suppliers and others.

The source of innovation varies across industries. However, it can 
be deduced from the research, with some variation, that users and 
manufacturers are the main contributors in innovation (Urban and
von Hippel 1988).

Illustration 2: The functional sources of innovation (Urban & Hippel
1988)
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Based on the findings of Urban and von Hippel from 1988, the 
research will focus on the manufacturers and users as the prime 
source of innovation. The following will define those two sources of 
innovation: (von Hippel 1988, Riggs and von Hippel 1993)

Manufacturer innovation is defined as an agent innovating in order 
to sell the innovation.

User innovation is defined as an agent, person or organization 
developing an innovation because the products existing do not 
match their needs or requirements.

From a research in the 
scientific instruments 
business, an important 
lesson can be learned. When 
observing the Scatter point 
model to the right, a clear 
tendency can be observed.
Most of the manufacturer 
innovations are of 
commercial importance while 
the majority of the user 
innovations are of scientific 
importance. 

Illustration 3 Scientific instruments 
business, Riggs & von Hippel, 1993
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Why is this so? The answer seems fairly straight forward, as most 
corporations focus on the market and future revenue, while the 
users innovate because they have an unfulfilled need and do not at 
first care about the commercial value. 

Von Hippel says it this way: “A user will innovate if it sees an in-
house benefit from doing so and typically does not consider whether 
other users have similar needs. In contrast, a manufacturer typically 
requires that many users have similar needs if it is to succeed in the 
marketplace with a responsive product” (von Hippel 1988, p. 7). 

The research furthermore showed that “user innovators almost 
never gained direct financial benefit from their instrument 
innovations when these were commercialized by instrument firms”
(Riggs and von Hippel 1993, p 465).

To sum up, it is found that there are two main sources of innovation: 
the manufacturers and the users, and further that they are motivated 
to innovate for totally different reasons. This is a key understanding 
when working on creating user-driven strategies. The organizational 
innovation model will most likely fail if deployed on the user 
segment. 
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“Individual innovations 
imply, by virtue of their 
nature, a ’big’ step and a 
’big’ change”
(Schumpeter 1939, p 101). A user will innovate if 

it sees an in-house 
benefit from doing so 
and typically does not 
consider whether 
other users have 
similar needs. 
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