Innovation in crisis: why is it more critical than ever?2
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[bookmark: _Toc71074496]Executive Summary


Roger Whiteside, Chief Executive of Greggs Plc (Greggs) requested a critical report of an innovation opportunity that emerged during COVID-19 lockdown. The COVID-19 restriction has impacted on consumer behaviour, shifting towards digital self-service habits, which can be extended to contactless machines.

Report purpose focuses on external factors PESTLE analysis (Appendix A). Innovation Matrix (Davila et al., 2012) (Appendix B) was applied and identified innovation opportunity by using innovation processes tools to identify innovation type, models of innovation, finally evaluate barriers and risk (Appendix F). This has led to identified younger generation and potential future customer of Greggs majority would preferred to purchase food from vending machine.
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1.0 [bookmark: _Toc69223071][bookmark: _Toc71074497]Introduction


	“Companies achieve competitive advantage through acts of
	  Innovation. They approach innovation in its broadest sense,
	  Including both new technologies and new ways of doing things.”

	Porter (1990, quoted in Tidd and Bessant, 2018, p.17)

Roger Whiteside, Chief Executive of Greggs Plc (Greggs) requested a critical report of an innovation opportunity that emerged during COVID-19 to be submitted on 23rd April 2021. Report purpose focuses on external factors PESTLE analysis (Appendix A). Innovation Matrix (Davila et al., 2012) (Appendix B) was applied and identified innovation opportunity by using innovation processes tools to identify innovation type, models of innovation, then evaluate barriers and risk (Appendix F), and evaluate the feasibility of opportunity to gain competitive advantages eventualy supporting Greggs’ future growth.

[bookmark: _Toc71074498]1.1	Introduction to Greggs Plc

John Gregg opened the first Greggs of Gosforth bakery and tasty treats shop in 1951. It then expanded across the UK (Greggs, 2021c). In 2013, Greggs rebranded from bakeries to food-on-the-go and invested to enter the competitive fast-food market (Greggs, 2021b), and is now the most widespread fast-food chain in the UK (Rodger, 2021).

[bookmark: _Toc71074499]1.2	Innovation vs. Creativity

Taylor (2015) stated that innovation and creativity are essentially the same process. Innovation being mostly used in manufacturing and enterprise industries, and creativity used in Art, design and multimedia industries. Other authors (Hijazi, 2017; Hisrich and Kearney, 2014, p.79) argued they are different process terms. Creativity is the core building block that generates ideas, concept and solutions, while innovation creates value for ideas into practical application via products, experiences or business models.











2.0 [bookmark: _Toc69223072][bookmark: _Toc71074500]Main Findings


Many organisation’s leaders who took part in the McKinsey & Company survey (Am et al., 2020, p. 2) agree that the COVID-19 crisis has created “significant new opportunities for growth”, however, recognising and capturing the growth opportunities that arise are very different things.

[bookmark: _Toc69223073][bookmark: _Toc69877756][bookmark: _Toc71074501]2.1.0	PESTLE Analysis

An external factors PESTLE analysis (Appendix A) is an effective concept tool to establish the external influences that could impact decisions made and drivers for Greggs business growth (Morrison, 2020). It diagnosed the issue that Greggs should address during this pandemic crisis, to ensure a safe environment and adaptation installed before re-opening shops and identified opportunity for Greggs in the food-on-the-go market.

Economic
After shops closed for 3 months, only key workers were allowed back in the workplace, also travel bans reduced shop footfall leading to lost sales. Total sales fell 30.5% in the year 2020 compared with 2019 (Greggs, 2021a, p.2). A successful trial of the Click and Collect service and rolled out to all shops followed (Greggs, 2021a, p.27). This service focused on keeping customers and staff safe helped increase footfall in all shops. It raises the question of why such a convenient opportunity was not considered when Greggs rebranding to food-on-the-go in 2013? The Click and Collect market is predicted to grow to about £10billion by 2023 according to McDonald (2019), and organisations can gain competitive advantage by boosting customer expectation. This speedy process can attract a younger customer base that prefers food-on-the-go and the contactless concept.

Social
Threats from other competitors (Subway, Costa) that offer loyalty or reward cards has seen Greggs launch its Greggs rewards scheme app (Greggs, 2021a, p.27). Part of Greggs digitalisation strategy creates opportunities to improve customer interaction experience, increase satisfaction rates, boost sales and builds long-term connections with target market customers (Greggs, 2021a, p.8). This app will allow Greggs to align its future communication strategy by collecting customer data on spending habits and food trends.

Technological
Since transforming from bakery to food-on-the-go model in 2013 (Greggs, 2021b), threats from other fast-food competitors that already offer advanced tech in food ordering, free WiFi, delivery saw Greggs upgrade digital capabilities for all shops as a priority. Enabling customers to order online for Click & Collect, rewards scheme or delivery service (Greggs, 2021a, p.16), can all be replicated by competitors. COVID-19 has impacted consumer behaviour, shifting towards digital self-service habits, which suggests can extend to vending machines. This has led to an identified opportunity for hot food and cold sandwich vending machines at new locations to expand the food-on-the-go business model.




[bookmark: _Toc69223074][bookmark: _Toc71074502]2.2.0	Type of Innovation

Being innovative is not new for Greggs, Roger Whiteside’s strong leadership has successfully transformed it into an alternative to McDonald’s by recognising and capitalising on customers shifting needs (Howard, 2019; Hobbs, 2017). Davila et al. highlight “for any organisation, innovation represents the opportunity not only to grow and survive but also significantly influence the direction of the industry” (2012, p.1). Whiteside’s clear innovation strategy to modernise the brand included commitment to a five years technology-enabled change programme (Rossi, 2017).

An Innovation Matrix (Davila et al. 2012) (Appendix B) is used to identify the innovation type for implementing identified opportunity. Davila et al. (2012) divided innovation into four types: Incremental, Technology, Business Model and Radical innovation. Incremental innovation provides small improvements, solving problems incurred by an organisation. For example, installing Click and Collect services to comply with the new COVID-19 safety regulations. Most organisations can enjoy short-term success by utilizing this type of innovation to continually create value and meet customer needs (Davila et al., 2012, p.39). However, if the incremental innovation levers are too little, the organisation is at risk of innovation fatigue and being piggybacked by competitors. (Davila et al., 2012, p.42). Technology innovation and Business model innovation are both categorised as semi-radical innovation because of the substantial change required and made to either the technology or business model (Davila et al., 2012, p.47). For example, Greggs digitalising its rewards scheme from cards to compete with other competitors (Greggs, 2021a, p.27). Davila et al. point out not many organisations are able to collaborate on both changes at the same time, particularly when time is the issue such as during the pandemic (Davila et al., 2012, p.50). Radical innovation means significant fundamental changes in both technology and business model, which can make an organisation become the leader in a ‘new business’ market (Davila et al., 2012, p.51). Radical innovation also poses a high risk and is hard to attract investors or customers for. The identified opportunity: food vending machines that have both hot and cold options and align with Greggs’ above mentioned modernisation strategy (Davila et al., 2012, p.51).

[bookmark: _Toc69223075][bookmark: _Toc71074503]2.3.0	Models of Innovation

Models of innovation act as processes can simplify the value capturing and implementation of an innovation. Many organisations failed at various organising stages: from crafting strategy, decision making, allocate resources to assigning right person to execute the final innovation (Davila et al. 2012, p.87).
[bookmark: _Toc69223076][bookmark: _Toc71074504]2.3.1	Open and Close Innovation (Appendix C)
[bookmark: _Toc71074505]
Bogers and Chesbrough (2018, p.6) defined open innovation as “a distributed innovation process based on purposively managed knowledge flows across organisational boundaries”. It opens up boundaries of an organisation and collaborating with others on the outside to share ideas and knowledge (Escoffier et al., 2016). Self-service/unattended retail trend is gaining popularity with Millennial and generation Z (McKenna Duska, 2019; Berthiaume, 2020) as they have tendency to try on new technology. The Greggs should consider Millennial and General Z are forecast to make up over half of the future work force (Economy, 2019; Lettink, 2019) which means future customer most likely enjoy using venting machine to purchase lunch or snacks for speed of use and convenience. Therefore, this is an innovation opportunity for Greggs to explore to increase sell, expand customer base and business market. The outsourcing of innovation has become standard practice due to the costs involved. Greggs should consider collaborate with one of the established vending machine operation organisation because its existing machine location can help Greggs reach new customer base.

Needless to say, there are barriers when adopting Open Innovation model for collaboration with another organisation. When forming partnership with other organisation, ideally both side have the same organisational values and norms within, but this is not always the case, beside building trust and cultural differences could cause the partnership collapsed. There can be geographical barriers prevents finding potential collaboration partner, this geographical and culture distance can make collaboration difficult and discontinue (Tidd and Bessant, 2018, p.273).

[bookmark: _Toc69223077][bookmark: _Toc71074506]2.3.2	The Innovation Process (Appendix D)

The Innovation Process model is a simple innovation management tool. Tidd and Bessant (2018, p.48) divided the Innovation Process into four stages:
1) Search for the opportunity. – external factors PESTLE analysis has help identified innovation opportunity, which is hot food and cold sandwiches vending machine.
2) Select the resources – The vending machine is aligning with Greggs five years technology-enabled change programme (Rossi, 2017).
3) Implement the idea – Leader in Greggs need to make the decision to sign up collaboration with one of established vending machine operation organisation. Greggs food vending machine can reach to new location, commercial building, kiosk, indoor shopping mall, or even contactless store.
4) Capturing value – vending machine can be sustainable for a long period of time, however due to outsourcing to operation organisation, maintenance and up-keeping of machine will be the operation organisation responsible. Total sale figure that accumulated within the machine memory can be harness and set strategy to improve food selection, stock replenish etc.

As mentioned before this Innovation Process model is too simple, it may help in reaching decision very fast, but it lack of system support, no details of application on real situation, and no other resources access for implementation stage have exposed it as not a well thought process model (Tidd and Bessant, 2018, p.49-52).

[bookmark: _Toc69223078][bookmark: _Toc71074507]2.3.3	4P’s to Innovation Space (Appendix E)

The 4Ps of Innovation Space is another innovation process to measure change for the following four scopes types:
· Product innovation – changes in things (products/services).
· Process innovation – changes in the way in which they are created and delivered.
· Position innovation – changes in the context in which the products/services are introduce,
· Paradigm innovation – changes in the underlying mental models that frame what the organisation does.

Appendix E shows the Food venting machine provide a radical change in Service for Greggs. However, the vending machine also provide an incremental change the way product being sold as takeaway food to the customer. This tool is to help organisation to find out their current innovation space, and explore potential innovation move in the future with a strategy planned in mind. Most organisation is on incremental innovation space, especially for small and medium organisation. Because for any radical innovation change involved details strategy, financial and skills support. For organisation resume continuous small improvement to survive in this rapid changing competitive world, eventually their underlying issue will force them to take the huge change or be extinct.


[bookmark: _Toc69223079][bookmark: _Toc71074508]2.4.0	Assessment of the Effectiveness

An effective innovation only focused on one simple idea/innovation (Drucker, 2002), although there is no guarantee that the innovation will become successful corporation. A Force Field analysis (Lewin, 1951) (Appendix F) was prepared to identified barriers and risk for the leader consideration.

[bookmark: _Toc69223080][bookmark: _Toc71074509]2.4.1	Barriers and Risks
	
[bookmark: _Toc71074510]Food vending machine allow access Greggs products 24 hours plus self-service contactless (Burrell, 2020; Lee, 2016) resolve COVID-19 safety compliance issue. Nevertheless, there are high start-up cost and outsourcing to vending machine operator cost should be considered. Targeted younger generation group that preferred cashless payments, mobile product selection, however, food choice is limited, food expired date could be an issue that cause complaint. Outsourcing to vending machine operators that already have their machine location network should allow Greggs make available in various new locations, which indirectly increase reputation and sell. Replacing shops with vending machine can save renting cost and staff operation cost. The total score FOR the change is greater than AGAINST the change, therefore its very clear for Greggs to consider the identified opportunity.

Force Field Analysis is like the process of listing pros and cons, also widely use in change management, but rarely applied to strategy (University of Cambridge, 2021; Brent, 2020). The result will not be effective if inaccurate information given by the participant. The effectiveness of the result also rely on the knowledge and skills of person produce the analyse, yet assumptions not facts used in the process (Brent, 2020).







[bookmark: _Toc69223081][bookmark: _Toc71074511]3.0	Conclusion


The PESTLE analysis on economic, social and technological factors during COVID-19 lockdown has shown consumer change of behaviour and habits. Consumer shifted their behaviour towards digital self-service habits, with preferred contactless for time saving. This has led to an identified opportunity for hot food and cold sandwich vending machines at new locations to expand Greggs’ food-on-the-go business model.

Radical innovation means significant fundamental changes in both technology and business model, which can make an organisation become the leader in a ‘new business’ market (Davila et al., 2012, p.51). The identified opportunity: Food vending machines that have both combination and is align with Greggs modernisation strategy (Davila et al., 2012, p.51).

The Force Field analysis (Appendix F) have shown a clear score result that food vending machine is feasible to enhance Greggs business growth.































[bookmark: _Toc69223082][bookmark: _Toc71074512]4.0	Recommendations


Taken together, these findings do support strong recommendations for Greggs ventures into hot and cold food venting machine ‘new business’. The report has proofed that 24 hours access should increase sell and contactless mitigate COVID-19 safety issue for both staff and customers. Nevertheless, collaboration and outsourcing to established vending machine operation organisation allowed Greggs reach to new customer base, increase competitive advantage and lastly sustainable business growth.
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[bookmark: _Toc71074514]Appendices


Appendix A:  External factors PESTLE Analysis

Political - Covid-19 lockdown rules caused all the shops to close down for 3 months (Greggs, 2021a, p.14). Identified opportunity to provide takeaway food with Click and Collect, collaborate with Just Eat delivery service for customers. Increase access to Greggs products provide more variety frozen vegan products at Iceland store (Greggs, 2021a, p.13-14).

Economic – After shops closed for 3 months, only key workers were allowed back in workplace, also no travel allowed impacted reduction on shop footfall direct link to lost in sales, reported total sales fall -30.5% in the year 2020 compared with the year 2019 (Greggs, 2021a, p.2). A successful trial of Click and Collect service and rolled out to all shops followed (Greggs, 2021a, p.27). This service provided a safe way to purchase Greggs, could help increase footfall in all shops.
.

Social – Threats from other competitors (Subway, McDonald’s) that offer loyalty rewards card, launched own Next Generation Greggs rewards app to build better customer relationship with loyal customers. This app creates opportunity to improve customer experience, increase satisfaction rate, building a long-term connection with customers (Greggs, 2021a, p.8).

Technological – Since transformed from bakery to food-on-the-go model in 2013 (Greggs, 2021b), threats from other fast food organisation that offer advanced tech in food ordering, free WiFi, delivery etc. Greggs need to prioritise upgrade digital capabilities for all shops. Enable customers order online, rewards app, Click & Collect (Greggs, 2021a, p.16).

Legal – Compliance with Social distancing restriction means new health and safety policy ‘Covid-secure operating model’ implemented, refitted the shop to protect staff, suppliers, and customers (Greggs, 2021a, p.13).

Environmental – Pressure from the UK government to food industries to help control obesity in the deprived community, and health-conscious customer demands cruelty-free products. The Greggs Pledge launched in February 2021: ten sustainability commitments to continue to develop the business in a responsible manner such as using less packaging, change plastic to recycled paper bag, increase healthier choices and vegan variety in shops for health concerned customers (Greggs, 2021a, p.34).



Appendix B:  Innovation Matrix (Davila et al. 2012)




Semi-Radical/Technology Innovation:
Greggs rewards scheme app.


GAME CHANGERS
Radical Innovation:
· Digital self-service habits provide opportunity for Hot Food and Cold Sandwiches vending machine for future growth.
NEW BUSINESS


		New


Technology
Change

Semi-Radical/Business Model Innovation:
From bakery to food-on-the-go concept.


GAME CHANGERS

Incremental Innovation:
Collaboration with Just East Delivery. Click & Collect service.
More variety of vegan frozen products available at Iceland.
PROTECT/IMPROVE EXISTING





		Close
	  To Existing




	Close to		New
	Existing

Business Model
Change


Image adaptation from: Making Innovation Work (2012) p.xxix.













Appendix C:  Open and Closed Innovation
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Image from: Lee, J. and Wang, Y. (2020) Co-Creation with Amateur Designers via Open Innovation. 























Appendix D:  The Innovation Process Model (Tidd and Bessant, 2018)






Do we have a clear Innovation strategy?



Capture – how are
we going to get the benefits from it?
Implement – how
are we going to make it happen?

Select – what are
we going to do –
and why?
Search – how can
We find
Opportunities for
Innovation?







Do we have an innovative organisation?




Image adaptation from : Managing Innovation (2018), p.49.



Appendix E:  4Ps of Innovation Space

PARADIGM
(MENTAL MODEL)






(incremental……..…radical)



Food venting machine


PRODUCT
(SERVICE)


PROCESS
INNOVATION

(incremental……..…radical)
(incremental……..…radical)




(incremental……..…radical)


POSITION


Appendix F:  Force Field Analysis (Lewin, 1951)
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