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FOOD SECTOR IN EUROPE

e largest manufacturing sector within the EU

¢ One of the main drivers of the EU economy
- Economic output
- Employment

e Food SMEs, representing the majority of the

manufacturers in the sector, have an important role
within the European economy
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INNOVATION AND FOOD

Food Security Taste & Nutritional Sustainability

& Safety Convenience Value & Ethics

Farrelly & Mitchell Research
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INNOVATION AND FOOD

e Low research and development
expenditure to value added ratio

e Now more demanding due to:
- Technological inputs
- Food safety, quality & the globalisation

e Such changes have significant impacts role
within the European economy
- from agricultural production,
- through food processing,
- to the distribution of food to end consumers

e Theinnovation imperative is very strong
for firms in this sector, especially SMEs,
and plays a key role in sustaining and
enhancing their competitiveness
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INNOVATION AND FOOD

More focused on incremental innovations

Product & process innovations are prevalent

Orientated towards encouraging new ideas and
fostering innovative employees
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DEGREE OF INNOVATION IN FOOD SME’S

RADICAL
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TYPES OF INNOVATION IN FOOD SME’S

Reasonably positive
commitment interwoven
with product & process
innovations

Most Popular

PRODUCT

PARADIGM

Ongoing improvements
to strategy & plans

Significant
for food
sector

Scarcity of resources is
still a problem

. Farrelly & Mitchell Research
9 [ www.FarrellyMitchell.com



PRODUCT, PROCESS AND PACKAGING INNOVATIONS S
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Importance of
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Strong correlation
between product,
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Disadvantage of scarcity
of financial and other
resources

process and position




PRODUCT, PROCESS AND PACKAGING INNOVATIONS &

e There is a strong link between the rate of product, process and position
innovations for food SMEs.

® |tisimportant to extend the consideration of types of innovation to
include packaging innovation, as packaging plays a significant role in
consumer behaviour.

e Food SMEs are more engaged with incremental packaging innovation
than with radical packaging innovation.
e Thisis arguably because radical packaging innovations require
significant investment in machinery, design and material
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PRODUCT, PROCESS AND PACKAGING INNOVATIONS &

® Food SMEs are committed to the incremental improvement of their
processes, and are moderately engaged with all other process related
activities, including the exploitation of information technologies

e Food SMEs are a little conservative in allocating resources for process
innovation
- Scarcity of financial resources within food SMEs prevent them from
exploiting technical/technological related opportunities

12 | www.FarrellyMitchell.com




POSITION INNOVATION

Position
Innovation

Engagementin
marketing
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: “ Although European food
& SMEs have a high level

of engagement with
position innovation,
they have a relatively
low level of commitment
to investing significant
resources in marketing.
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PARADIGM INNOVATION
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Formal decision
making processes in
place

Low strategic
competency

Low engagement with
allocation of resources
to strategy




PARADIGM INNOVATION

e Rate of paradigm innovations is lower than that for other types of
innovation
- This is usually the result of SME managers’ limited competency in
viewing their organisations strategically

e As with other types of innovations, paradigm innovations at food SMEs
tend to be incremental, in the form of ongoing improvements to strategy
and plans

- This may be associated with the rather low level of engagement with
the allocation of significant resources to strategic development

e Food SMEs are usually positively engaged with following a formal

business planning process, again counter to the often reported
informality of decision-making in SMEs
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COLLABORATION & INNOVATION

Collabs with Competitors &
Research Institutions for

Collabs with Suppliers &
Customers for

e Process ¢ Product innovations
® Position

e Paradigm
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COLLABORATION & INNOVATION

e Although it has been noted that collaboration is
important for successful innovations, food SMEs tend
to be rather less likely to be engaging in partnering and
strategic alliances, or considering outsourcing, mergers
or acquisitions

e This questions the belief that “companies almost never
innovate in isolation”
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CONCLUSIONS

e There is a range of different types of innovation

()

e Structured and organised approach

e | ack of resources and/or allocation of said
resources are still a problem due to
- Small size

- Limited access to finance for venture capital

e Relatively low level of engagement in partnering or
strategic alliances with potential for significant improvement
resulting in measurable knock-on benifits for companies
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Telephone : +353 1 690 6550 Telephone : +966 114634406 Telephone : +971 4 279 8331 Telephone: +233 302 906850
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Disclaimer

The information in this presentation is intended to give information in general nature, great efforts has been exerted to ensure the accuracy of this data at the time the presentation was written Farrelly & Mitchell Business
Consultants Ltd. and its Branch offices or affiliates does not provide any implicit or explicit guarantees on the validity, timing or completeness of any data or information in this presentation. 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 presentation, including logo, pictures and drawings, are considered property of Farrelly & Mitchell Business Consultants Ltd
and or its branch offices or affiliates.



