Peter Drucker’s seven sources of innovation provides us with a purposeful way to search for opportunities as well as mitigate risks. The first four sources of innovation are symptoms of something that has already occurred, or can easily be implemented with little effort. They offer us evidence that make them reliable indicators that there is a great opportunity to innovate. The last three sources of innovation is not so clear and cut as the first four; therefore, they pose a greater risk of failure; however, promises greater rewards.

1. The first source of innovation is “The Unexpected.” When something unexpected happens to us we are hardwired to rule out it out. It's a learned behavior. However, if we were to analyze The Unexpected, we may find an opportunity to innovate. Think of the story of how the use of gasoline came about. Oil Refiners was dumping this by product of kerosene into the Ohio River. This by product would unexpectedly catch fire and blow up. This by product was gasoline and thousands of barrels was being tossed into the river. John D. Rockefeller saw this, and instead of seeing as unexpected event, he saw it as an opportunity to leverage its combustion capabilities in the engines of his factories. Hence gasoline was born and Rockefeller capitalized off of it handsomely.
2. The second source of innovation is “Incongruities.” This one is a fun one, because when you ask someone why do they operate in a particular way, and they respond "because we've always have done it this way."This is an indicator their may be a case of incongruity there, because they are operating in a way that is the status quo instead of asking is there a better way to do a particular function. Bottom line if something conflicts with the status quo, most of us are not inclined to change it.
3. The third source of innovation is “Process Change.” This is one of my favorites, because you could always analyze a process and find concrete ways to improve it. Amazon is a master of this. If you take a tour of one of their fulfillment centers, you'll see tons of ways they innovated through technology, engineering, and supply chain from the status quo to quickly fill millions of orders. Take time to study a process you you'll be amazed on possibilities you may have to innovate, especially as technology improves.
4. The fourth source of innovation is “Industry and Market Structures.” A change in and industry or market opens up ample opportunity to innovate. Cloud technology is probably the most apparent at this time. 10 years ago, it was difficult to use cloud technology, because of the need to have fast and reliable internet connection. Since internet services and speeds have significantly improved, it opened the door for the cloud computing market.
5. The fifth source of innovation is "Demographics." In 2008 I received a data set from large tire manufacture to conduct a market analysis. When I opened the zipped file, I saw information on one of their studies to design a new tire focused on the Tuner Group. This group was street racers in their late teens and twenties, that had an appetite for a particular type of high performance tire. While conducting my analysis, I noticed they focused on a certain demographic to determine the design, compound, and cost of the tires. I found it insightful on the impact demographics played on how they engineered their tires.
6. The sixth source of innovation is "Changes in Perception." In mathematics there is no difference between "The glass is half full" and "The glass is half empty." However, the meaning of these two statements is completely different, and so are their consequences. We can go back to the cloud computing example. Amazon had built these elaborate data-centers to run their own business; however, they saw an opportunity in cloud computing. They didn't stop and say owe, we are a online retailer. No they changed the perception of what business they were in and started the Amazon Web Services part of their business to capitalize off the rapidly expanding cloud business.
7. The seventh source of innovation is "New Knowledge."This source of innovation is what most of us think of, when we think of innovation. This is where the Bill Gates, Mark Zuckerbergs, and Steve Jobs of the world play in. It's the most difficult form of innovation; however, the most lucrative. It's conceptualizing a new idea and that new idea changes an entire market.
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