	




Difference between Radical and Incremental Innovation

SUBJECT:

This note provides a brief comparison between radical versus incremental innovation while illustrating their distinct characteristics through concrete examples.

SUMMARY

	· The different characteristics of radical and incremental innovation.
· The impact of radical and incremental innovations on the market discussed through using concrete examples.
· The different kinds of risks associate with different types of innovations.
· Companies should strive for the best innovation regardless of innovation type because it is highly subjective.



BACKGROUND 


	Innovation is defined as, “introduction of a new idea into the marketplace in the form of a new product or service, or an improvement in organization or process.” Innovation has multiple layers and facets that allow for a better understanding of the impact it brings upon the producers, regulators and consumers. For the purpose of this note, the innovations that are being compared are radical versus incremental innovations.

	Accord to the Organisation for Economic Co-operation and Development, radical innovation is defined as “an innovation that has a signification impact on a market and on the economic activity of firms in that market.” The radicalness of an innovation is measured by the degree to which it is new and/or different from previously existing products and processes. On the other hand, incremental innovation is defined as “a series of small improvements or upgrades made to a firm’s existing products, services, processes or methods.”

	The main distinction between radical and incremental innovation is their impact on the marketplace. In terms of radical innovations, it could dramatically change the framework of the market, can cause some companies to exit the market and produce new demands that once didn’t exist prior to the radical innovation. Whereas, incremental innovation has a slightly more subtle impact on the marketplace such as increase in demand, remain relevant, product differentiation and create value.

CONSIDERATIONS


	To further develop the different characteristics between radical versus incremental innovation it is essential to create links with concrete examples that have had an impact on the current market. E-Commerce is considered one of the most radical innovation of the 21st century. E-Commerce is defined as, “the buying and selling of goods and services, over an electronic network, primarily the internet.” E-Commerce is considered a radical innovation because of the way it completely changed the way producers conduct their businesses in the marketplace. In many different industries, it has also removed the middle man. A great example of this would be streaming media such as Netflix. Before steaming medias, consumers had to go into a physical store, such as Blockbuster in order to rent movies (the middleman). Once Netflix and other online steaming websites became a norm, it indirectly resulted in the closure of Blockbuster stores. The reason behind the downfall of Blockbusters is that they did not adapt to the innovation and it ultimately resulted in the closure of their business. Another example of a radical innovation is digital music services, such as iTunes and Spotify. This completely revolutionized the way consumers acquired music. This is considered radical because it created a new online market for purchasing music. Before digital music services, consumers had to purchase CD’s at stores such as HMV (the middle man). In both cases, movies and CD’s were both expensive and bulky which caused an inconvenience for the consumer.

	On the other hand, a great example of an incremental innovation is through company’s introducing product line extensions. According to Statistica, the Coca-Cola company is considered of the leading soft drink brands in the world. Since 1886, Coca-Cola only sold their original flavour, which was very successful but also the only source of revenue for the company. As an incremental innovation, in 1983, Coca-Cola introduces Caffeine-Free Coca-Cola, which was extremely successful which lead to even more product extensions such as Coca-Cola Cherry (1985), Coca-Cola with Lime (2005) and much more. This allowed the company to increase their market share by making small changes and improvements which directly resulted in an increase in consumer demands and generated more revenue.

	When comparing radical and incremental innovation, it is important to know the amount of risk associated with each type of innovation. Some of the risks associated with radical innovation include time risk, not enough customer insight, lengthy process and usually have an unpredictable outcome, which tends to be riskier. Whereas incremental innovations are considered less risky since firms are only making a series of small alterations to an already existing product or service on the market, which makes incremental innovation preferable. 

CONCLUSION


	In conclusion, it is important to recognized that one type of innovation is not better than the other. Radical and incremental innovations both produce different outcomes and accomplish different things. Moreover, a curial point to note is that the degree of radicalness of an innovation is truly subjective depending on who is witnessing it as well as the time period in which the innovation takes place. A person could categorize an innovation as radical based on their point of view and perception of invention while another person could classify the same invention as an incremental innovation based on other factors. Which is why companies should always strive to innovate in a way that would best benefit them and their line of business/industry and always moving toward the next innovation.
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