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Abstract 

Innovation and technological modification are the essential sources of productivity growth, international 
competitiveness and proliferated living standards. In past years, these areas have become the focal points of 
growing attention due to relentless competition from rapidly emerging knowledge-based economies. In 
particular, research and policy have begun to focus on small and medium-sized enterprises (SMEs) as a 
fundamental source and driver of new product developments, innovation and new technologies. The 
development and implementation of open innovation is considered a potential way to distribute products to 
the market that have been produced because of the application of innovative techniques. Firms can earn the 
loyalty of customers through the practical implementation of open innovation strategies. Consequently, 
reputation can be built up incrementally. This paper aims to provide some insights into how open innovation 
could enhance the competitiveness of SMEs in the food industry, particularly within the UK ethnic minority. 

Key words: Open innovation, food sector SMEs, potential challenges, technological usage, 

competitiveness 

 

1.0 Introduction  

The concept of open innovation has become a widespread phenomenon in both the US and 

Europe over the last decade (Chesbrough, 2003). Many SMEs depend on their ability to be 

innovative to gain competitive advantage (Parida et al., 2012).  However, the usual success rate 

of innovative efforts tends to be lower than expectations. This is mainly due to the inherent 

complexity of innovation as well as to the high levels of risk alignment and uncertainty inherent 

to the innovation process (Griffiths-Hemans & Grover, 2006; Koufteros et al., 2005). In 

addition, innovative development is usually challenging for SMEs due to the ‘liability of 

smallness’. This is because SMEs have limited financial resources (Grando & Belvedere, 

2006). Furthermore, a lack of multidisciplinary competence and less structured approaches to 

innovation often restrict the ability of SMEs to innovate and attain competitiveness (Bianchi et 

al., 2010). 

Recent studies regarding innovation technology management have proposed several potential 

benefits of the open innovation processes. Some have described a shift from traditional or 

closed innovation models with a primary focus on internal research and development (R&D) 

towards an open innovation approach (Chesbrough, 2003; Parida et al., 2012). Engaging open 

innovation actively uses and exploits the inward and outward transfer of knowledge and 

technologies (Chesbrough et al., 2003). 

The current study focuses on the potential benefits of open innovation in the UK-based food 

SMEs. This area is new in the sense that it has not yet been the specific object of any published 

study.  

Many scholars would agree that open innovation could be useful for both SMEs and large firms 

(Chesbrough, 2003; Chesbrough et al., 2006; Lichtenthaler, 2008a). However, earlier research 

concentrates on multinational organisations.  

SMEs are different from large firms in terms of how they exploit open innovation activities for 

specific outcomes. SMEs face some inherent limitations, such as a lack of financial resources 

for R&D, unstructured innovative processes and underdeveloped internal capabilities 
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(Chesbrough & Crowther, 2006; Lichtenthaler, 2008a; Madrid-Guijarro et al., 2009). 

Conversely, SMEs are usually less bureaucratic, more willing to take risks, and in positions of 

specialised knowledge. They tend to react quicker to change management activities, which 

enables them to be better than larger organisations at adopting open innovation (Christensen et 

al., 2005; Stam & Elfring, 2008).  In addition, the most recent studies of open innovation (OI) 

in food and beverages merely focus on observations of the effects of open innovation on 

innovation. They disregard the drivers that encourage food and beverage firms to engage in 

open innovation activities. One possible solution to this would be to apply a two-step Heckman 

selection model. This would involve observing the motivation of the firm to adopt open 

innovation and examining the extent to which it is receptive to openness. It would then require 

an analysis of the effect of open innovation on organisational performance. 

A Schumpeterian (1934) hypothesis postulates that prominent firms are more innovative 

because of economics of scale in research and development, and better technological 

knowledge and capabilities. Therefore, it can be said that the bigger the firm, the higher the 

probability of success. On the other hand, Stock et al. (2002) argued that SMEs are more 

innovative in comparison to large firms because of their entrepreneurial attitude, flexibility, 

dynamism and less bureaucratic management.  

To date, innovation is increasingly acknowledged as one of the key factors behind 

organisational success. Innovation has also become of particular interest to the food industry, 

even though the extensive literature on this industry means it is usually considered as a sector 

defined by low research intensity (Christensen et al., 1996; Martinez & Briz, 2000). On the 

other hand, the food industry is considered one of the biggest manufacturing sectors within the 

European Union (EU) in terms of its contribution to both economic results and employment 

(Avermaete et al., 2002; Menrad, 2004; Traill & Meulenberg, 2002). A benchmark report on 

competitiveness by the European Confederation of the food and drink industry (CIAA) 

illustrates that innovative potential should be enhanced if firms are willing to remain 

competitive in the market in future (CIAA, 2008). The type of innovation introduced recently 

in the food industry has embraced scientific and technical approaches to food processing. Some 

studies illustrate that new food products are more successful than incremental innovations such 

as line extensions and me-too products that generate only short-term gains and low margin 

benefits (ECR Europe, 1999; Knox et al., 2001).  

 

1.2 Theoretical Context 
Understanding how to manage innovation successfully is significant at a time when change 

becomes a requisite survival strategy. At the same time, it is a risk-taking strategy because it 

can lead to organisational failure (Olleros, 1986; Tellis & Golder, 1996). Many innovation 

management studies are normative in nature and focus on how to innovate successfully. Given 

the fact that innovation management has changed over the last few decades, it seems that many 

companies have unique notions of what counts as success or best practice (Rothwell, 1994). 

However, historical divisions may have been accurate in past years, and modern innovation 

practices advocate that organisations do not automatically decide what best practices are, as 

prescribed by the dominant model of their time (Ortt & Van der Duin, 2008). In fact, innovation 

managers often decide the innovation process based on a context. 

The term ‘Innovation’ is increasingly used in all fields of science. Innovation is increasingly 

recognised as making a significant contribution to organisational success, performance, and 

survival. Innovations vary significantly in their nature. Damanpour et al. (2009) advocate that 

the urgency of an organisation’s innovation management process is often determined by 

pressure from the external environment. These factors include competition, deregulation, 

isomorphism, scarce resources and customer demand (Baregheh et al., 2012; O’Keffee et al., 
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2016). Damanpour (1996) defines innovation as a multifaceted construct that encompasses the 

generation, development, and implementation of an idea or behaviour which is new to the 

adopting organisation. Companies rarely innovate on their own, but instead tend to cooperate 

with agents (Bayona-Saez et al., 2017). Innovation processes are systematic and interactive. 

Research on the interactive process has increased following Chesbrough’s (2003) publication. 

There has been substantial colloquium apropos of the categorisation of innovation. Open 

innovation is a recognised example of innovation management in the business world. In 

addition, open innovation is one of the more recent innovation strategies in business 

management research. Chesbrough (2003) coined the term ‘Open Innovation’ to describe a 

shift in the innovation paradigm from closed or in-house R&D of new products to an open 

innovation model which is associated with internal and external ideas, knowledge and 

technologies to create and commercialise new products and services. Open innovation is 

described as ‘the use of purposive inflows and outflows of knowledge to accelerate internal 

innovation and expand markets for the external use of innovation’ (Chesbrough, 2003). Open 

innovation encompasses the most important changes to innovation activities, which can be 

characterised as more distributed, multidisciplinary, trans-border, cross-institutional and inter-

temporal than those that were salient in the 20th century, which were confined to one 

conceptual framework (Bianchi et al., 2011; Chiaroni et al., 2011; Dalhandera & Gann, 2010; 

Huizingh, 2011). This framework postulates that innovation is significantly achievable beyond 

R&D activities. Rather, innovation can be viewed as a consequence of the smart and targeted 

combined use and application of knowledge and competences with special emphasis on the 

willingness to integrate third party ‘knowledge and abilities into one organisation's activities’ 

(Vanhaverbeke & Cloodt, 2014).  

In a broad sense, the main understanding of open innovation implies that innovations result 

from sharing competences between different players along and beyond the value chain, with 

implications for external relationships (Chesbrough, 2003; Chesbrough et al., 2006). It has long 

been assumed that open innovation was the preserve of larger organisations. A redefined open 

innovation definition is ‘open innovation is a distributed innovation process based on 

purposively managed knowledge flows across organisational boundaries, using both pecuniary 

and non-pecuniary mechanisms in line with the organisation’s business model’. This flow of 

knowledge may involve external knowledge sources through internal process, knowledge 

outflows from core organisations leveraging internal knowledge through external 

commercialisation processes and coupling external knowledge sources and commercialisation 

activities (Chesbrough, 2003a, 2006b; Gassmann & Enkel, 2004; Dahlander & Gann, 2010; 

West & Bogers, 2014).  

Early research on open innovation mainly focused on the adoption of open innovation 

approaches and practices in large high-tech industries such as IBM (Chesbrough, 2003), Xerox, 

Addidas (Piller & Walcher, 2006) and Proctor & Gamble (Dodgson et al., 2006). These 

organisations managed innovation and new product development as internal processes, and 

profoundly depended on their own knowledge, R&D capacity and technology to develop new 

products in their own laboratories which represented significant strategic assets (Wynarczyk, 

2013). The ‘closed innovation paradigm’ labelled by Chesbrough (2003) provided a 

considerable entry barrier for potential competitors, particularly small and medium-sized firms 

which typically retain competitive advantage and lead time in the marketplace (Teece, 1986). 

Subsequently, research advocates that open innovation strategies are also being practised in 

small and medium-sized firms (Bianchi et al., 2011; Lee et al., 2010; Van de Vrande et al., 

2009; Wynarczyk, 2013). However, empirical studies on open innovation practices in small 

and medium-sized enterprises remain relatively scarce (Wynarczyk et al., 2013). 
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Innovation and technological modification are the essential sources of productivity growth, 

international competitiveness and proliferated living standards. In past years, these areas have 

become the focal points of growing attention due to relentless competition from rapidly 

emerging knowledge-based economies (Department for Business, Innovation and Skills, 2011; 

Talwar & Hancock, 2010). In particular, research and policy have begun to focus on SMEs as 

a fundamental source and driver of new product developments, innovation and new 

technologies (Wynarczyk & Piperopoulos, 2013). According to the latest report from the 

European Commission (2015/16), just under 23 million SMEs generated €3.9 trillion in value 

added and employed around 90 million people. Thus, innovative SMEs play a significant role 

in national and regional economic development and international competitiveness. 

However, studies have demonstrated that only a small population of SMEs are responsible for 

most of the positive effects regarding innovation, new product development, R&D, exporting, 

creating employability and wealth creation (Nesta, 2009; Wynarczyk & Thwaites, 2000). 

Amongst such innovative firms, only a small number of SMEs have the desire, capacity and 

opportunity to successfully pursue growth, expansion and diversification beyond their local 

marketplace. In the current knowledge-based environment, fledging SMEs in particular are 

inhibited by both internal and external structural barriers such as smallness, management 

capabilities, skilled workers, financial stability and access to external knowledge. A report 

published by NESTA (2009) shows that only 6 per cent of SMEs with high growth rates created 

half of the new jobs in existing businesses between 2002 and 2008, and innovation has been 

involved in the competitiveness and growth of these businesses. The rationale for OI adaptation 

in practice by SMEs varies amongst large and multinational firms. This is due to the size of the 

firms as well as the extent of economic and financial gains and inter-firm relationships. On the 

other hand, investment in research and development is considered the primary driver of 

innovation and increased productivity. The contribution of R&D to company growth and 

economic development has been recognised by many scholars in the past. In particular, Cohen 

and Lavinthal (1990) regarded investment in internal R&D as a significant asset in evaluating 

and utilising external knowledge and technology.  

However, it has been argued that British businesses are not research-intensive in comparison 

with other advanced countries all over the world (Wynarczyk, 2013). The previous year’s 

records evidence that investment in R&D and patenting has been relatively low. R&D, research 

and employment are mostly concentrated in a limited range of industrial sectors in UK 

businesses. A small proportion of large firms are located in more affluent areas of the country 

such as in the south-east. It has been estimated that over 80 per cent of total R&D expenditure 

is conducted by the one hundred most active firms (Wynarczyk, 2013). Conversely, 

independently owned SMEs account for only 3 per cent of total R&D expenditure in UK 

business. These are assumed to be amongst the most focal causes of the productivity gap that 

exists between the UK and other comparable economies (Sainsbury, 2007; R&D Scoreboard, 

2009). 

The potential issues of SMEs can be identified and solved. The main challenge for business 

support intermediaries and policymakers in the recent economic and financial crisis is to 

recognise and support those factors which are capable of ‘making a difference’ to promote 

firms with innovation and growth potential. It has been claimed that open innovation 

significantly helps SMEs to eradicate many boundaries such as location, technology and both 

internal financial and human resources. OI practice offers a different strategy through which 

growth-oriented SMEs can access inter-firm resources at low cost. It stands in the way of 

developing new products and entering into new markets (Chesbrough, 2003). 
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1.3 Managerial Implications and Conclusion  
The food industry is considered one of the most significant industrial sectors of the global 

economy. It ranks highly in terms of employment, turnover, and value-added investment. The 

food processing industry was traditionally characterised as the most reluctant industry to 

embrace new technologies (Brasili & Fanfani, 2006). 

From a historical perspective, the food processing industry has long been associated with low 

technology. In fact, R&D activities in the food industry are considered of secondary importance 

compared to other industrial sectors, for instance the chemical industry and the Information 

and Communication Technology (ICT) industry (Samadi, 2014). 

Even though multinational food companies invest heavily in R&D, most large and 

multinational companies do not have the means to invest in modern laboratories and intensive 

research. Yet it is noticeable that the food industry has changed dramatically over the last 

decade. For instance, competition has been amplified in both national and international 

markets, and the industry has encountered a string of threats to food processing. Furthermore, 

a range of cultural and environmental issues have arisen in the food debate (Avermaete & 

Viaene, 2002).  

Avermaete and Viaene (2002) suggest that the food industry should undertake innovative 

processes to improve product quality, expand consumer confidence and encourage 

modernisation. This will also lead to technological development, and stability in response to 

these changes. Higher standards of living combine with greater potential spending on 

commodities with higher added value, together with better packaging. Samadi (2014) suggests 

that these standards can be achieved through innovative management and technological 

development. Innovation is considered one of the primary determinants of success and long-

term survival for companies in the food industry.  

Mansfield (1995) stated that academic research has contributed to business innovation 

activities in various industries. Innovation is achieved through R&D, which is carried out by 

universities and research centres who apply efficient methods to production and supply in the 

food industry (Samadi, 2014). There is much pressure on universities to raise research funding 

to actively contribute to industrial innovation (Muscio et al., 2010).  

Industrial policy depends a great deal on technology transfer as a tool for the development of 

knowledge-intensive economies and increased competitiveness (Bozeman, 2000). Despite 

having excellent innovation potential, the food industry is generally based on ‘redundant 

technologies’ (Muscio et al., 2010). SMEs are actively involved in the food industry and studies 

have indicated that SMEs adopt OI in practice due to the need for external resources that could 

help to develop and commercialise new products (Samadi, 2014). However, the industrial 

structure is generally composed of SMEs with low R&D capacity.  
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