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Introduction

Open innovation has been proposed as an ideal way
for food SMEs to develop new products with the
assistance of innovation, intermediaries can help
enterprises to overcome the considerable challenges
they face when implementing this strategy.

Open Innovation

Open innovation is a new-product and process
development model, whereby firms use external
ideas, as well as internal ideas, to advance their
offering. It can involve the sharing of risks and
rewards with partners — such as customers, rival
companies and academic institutions - in a
permeable business environment where innovation
can transfer inward to and outward from the
enterprise.

Since companies cannot rely entirely on their own
research, they have to buy or license processes or
inventions from other entities. Internal inventions
which are not strategically core to the firm's business
move out of the company, through licensing, joint
ventures or spin-offs.

There are a number of challenges to the adoption of
open innovation. One is the inability of in-house staff
to adopt external knowledge for the benefit of the
business.

A second challenge is the organisation’s inability to
identify appropriate partners for the purpose of
sharing internal expertise and forming joint ventures.

Our Research

According to our research, these issues are
particularly relevant to the food manufacturing sector,
which is characterised by a lower level of trust
between stakeholders compared to other industries.
Food SMEs also have a low rate of participation in
inter-organisational co-operation initiatives, which is a
key component of open innovation.

The underlying reason for this failure is the inability of
these organisations to deal with complex
environments.
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Open innovationis a new product and process
development model, whereby food & agribusiness
firms use external and internal ideas, to advance
their offering

* Involves sharing of risks & rewards with partners
such as customers, rival firms & academia

» Challenges to the adoption of open innovation
include inability of staff to adopt external
knowledge for benefit of the business,
organisation’s inability to identify appropriate
partners

» Particularly difficult for food manufacturing
sector, due to low level of trust between
stakeholders

* Food SMEs have less access to information &
less finances to acquire essential intelligence

* Food SMEs need external facilitation & support,
to address their innovation process challenges

» That support includes training & up-skilling &
operational & strategic management consultancy

NS J

For example, food SMEs have difficulty identifying
potential collaborators at the beginning of the
innovation process, due to the fact that they have less
access to information than larger firms and have
limited financial resources with which to acquire
essential intelligence.
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External Faciliation & Support

Shifts in attitudes towards the consumption of
processed foods have been driven by overall
increasing health awareness. Increased attention is
paid to avoidable health problems such as obesity
and heart disease and the growing availability of
healthy, local and organic ‘fast-food’ alternatives.
These primary grocery shoppers are also more
sceptical towards the claimed nutritional value of
processed foods, leading to a bad image for many
companies in several food and beverage categories.

Our findings show that food SMEs need external
facilitation and support, to address their innovation
process challenges. Food innovation intermediaries
can provide managerial support for the innovative
process, filling an essential missing link for SMEs and
allowing them to exploit opportunities. Such support
provides the skills and capabilities required to target
their search or to comprehend and benefit from new
knowledge (see Figure 2 below - Farrelly & Mitchell
Innovation Intermediation Model).

In our experience, intermediaries in Ireland and other
international markets are mainly focused on the early
stages of the innovation process, particularly on the
streamlining of external relationships. Irish
intermediaries help to “set the scene” for collaborative
innovations and provide a good foundation for early-
stage innovative activities, by establishing appropriate
relationships and trust among stakeholders. Once this
has been achieved, they tend to adopt an observer
role, letting the parties collaborate directly without
intervention.

Other scene-setting activities provided by Irish
intermediaries include feasibility assessments at the
early stages of development, to ensure that the
prospective partners will ultimately benefit from the
joint-venture; and helping enterprises to obtain
funding to support the operation of the collaborative
innovation.

Food SMEs also find it particularly difficult
to acquire consumer market information,
which is a key driver of innovation, in a
sector where consumer preference is the
primary consideration.
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An emerging role for innovation intermediaries is the
co-development of innovation, whereby they
participate directly in the innovation process — as an
innovation partner - while enabling and enhancing
their own innovative abilities.

This role involves activities such as the introduction of
innovative know-how to the host organisation; training
and  up-skilling; operational and  strategic
management consultancy; and the provision of
assistance in contractual, standardisation and
specification issues.

This provides a more rounded approach to helping
food SMEs to complete every stage of the innovative
process successfully and to establishing a vibrant
innovative culture in their organisation.

Figure 1: Difficulties faced by SMEs attempting to
implement and open innovation strategy

Barriers to innovation for SMEs

— Inability to identify appropriate partners

Sub-optimal knowledge base with which to
absorb external knowledge

Low competence of simply dealing with
complex environments

Limited resources whether that is
— information, finances, production capacity or
expertise

Lack of managerial support to exploit
opportunities

Lack the skills and capabilities to target their
— search or to comprehend and benefit from
the new knowledge once recognised
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Linear model of innovation

Passive mediation

Knowledge

)

Knowledge

Technology transfer reduced to information transmission

Conclusion

Open innovation is a new-product and process
development model, whereby firms use external
ideas, as well as internal ideas, to advance their
offering. It can involve the sharing of risks and
rewards with partners — such as customers, rival
companies and academic institutions. The strategy
can help the traditionally conservative food sector
to innovate more effectively, making light of the
lack of access to information & finance that can
sometimes hold the enterprise back.

Food businesses can avail of externa facilitation,

support & training and become better equipped to
meet potential.
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Disclaimer

The information in this article is intended to give information in general nature, great efforts has been exerted to
ensure the accuracy of this data at the time the article was written Farrelly & Mitchell Business Consultants Ltd.
andits Branch offices or affiliates does not provide any implicit or explicit guarantees on the validity, timing or
completeness of any data orinformation in this article. Also we assume no responsibility on the appropriateness
of the data and information for suiting any particular purpose or reliability in trading or investing.

Please note: Unless provided otherwise and in writing from us, all information contained in this article,
including logo, pictures and drawings, are considered property of Farrelly & Mitchell Business Consultants Ltd
and or its branch offices or affiliates.
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