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[bookmark: _Toc34205892]Introduction

This report will discuss the innovation opportunities for the employer by justifying the importance of innovation and benefits to the business. The local small or medium-sized enterprise (SME) chosen for this report is a local convenience store named Slee Store. An SME is “a business with fewer than 250 employees, and a turnover of less than €50 million” (Hall, 2018). The local store in discussion is operated by a family where they provide all the convenient supplies which are required by the local community. However, it is visible that the shop requires innovation. The local store is possibly unaware of the importance of innovation. By applying the theories and models of innovation, this report will describe what innovation opportunities are available for the local SME store and how they will benefit and what risks are involved. 

[bookmark: _Toc34205893]SWOT Analysis of Slee Store

Conducting a SWOT Analysis provides the opportunity to identify any organisation’s strengths, weaknesses, opportunities and threats before making any decisions (Schooley, 2020). The main strengths of the store (see Appendix A for SWOT Analysis of Slee store) are the location and customer service. However, the main weaknesses are the range, space and pricing. The opportunities they have are marketing and technology advancement. This is achieved by market position. One of the main threats is the local competition, which includes other local businesses, two pharmacies and Tesco Express. These businesses are all under a one-mile radius to the Slee store. The secondary threat highlighted is the lack of access for the pram and wheelchair users. Therefore, this is a deterrent for those customers to use this local store, therefore, they are losing money and customers. 


[bookmark: _Toc34205894]Main Body

Innovation is defined as “the creation of either a new process (process innovation) or a new product or service (product/service innovation) that has an impact on the way the organization operates” (Clegg, Kornberger and Pitsis, 2016, p.609). According to Bodlaj and Cater (2019), innovation enhances business performances. Moreover, innovation also guarantees the survival of business against competitors (Werner, Schroder and Chlosta, 2018). Therefore, innovating the business is extremely important. Furthermore, Tidd and Bessant (2018, p.2) stated that “innovation is strongly associated with growth". Baumol (2002) pointed out that “virtually all the economic growth that has occurred since the eighteenth century is ultimately attributable to innovation”. Additionally, a new venture is invented by new ideas through the process of creating a competitive advantage in what the business can offer. A Global Innovation study conducted in 2015 by Price Waterhouse Coopers (PwC) revealed that 43% of executives considered that innovation is a competitive necessity for their organisation. Furthermore, PwC data indicates that top innovators could expect substantial rewards financially and with regards to competitive positioning (Tidd and Bessant, 2018).

There are many theories and models of innovation which can be undertaken. However, Rothwell is “one of the leading authors who has contributed to the historic analysis of developing innovation process models” (Zizlavsky, 2013). Rothwell has outlined the key characteristics of the Five Generations of Innovation Models (please see Appendix B). The store in the discussion model is the second generation of Rothwell’s Market Pull. The characteristic of the Market Pull model is that it is a simple linear progressive process and it emphasises on the marketing of new ideas for research and development (R&D). The strength of the model is that it is a simple and incremental innovation. The model lacks feedback, no market attention, no networked interactions and no technological instruments (IPACSO, 2020). 

One of the processes of innovation is the ‘Model of Innovation Process’ (Fig. 1) which is a model for the core renewal process within an organisation, which is a common activity related to survival and growth. The model involves searching, selecting, implementing and capturing value from the innovation (Tidd and Bessant, 2018). This innovation model will be one of the models applied in this report to help guide through the process step-by-step.
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[bookmark: _Toc34205895]Fig. 1 – Model of Innovation Process (Tidd and Bessant, 2018)


Additionally, the Six Thinking Hats of Edward De Bono framework (see Appendix D) will be applied throughout the report. The Six Thinking Hats enables organisations or individuals to address problems, make decisions and prevent confusion of ideas (Fournier, 2015). 
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The search process from the Model of Innovation Process (Fig. 1) is the process of applying creative thinking and brainstorming the divergence and convergence, which is also known as idea generation. Furthermore, the research conducted by Lima and da Silva Muller (2017) found that one of the relevant factors was discovering and capturing opportunities, in other words searching for opportunities and being aware of the changing market needs.

“Idea generation refers to the process of systematically searching for new approaches to solutions as well as generating new, previously non-existent ideas. Idea generation refers primarily to the early phase of the creative process” (Innolytics, 2020). A well-known framework, the 4Ps of Innovation is a model that enables the discovery of the innovation opportunities in any organisation which is also known as the ‘Four Dimensions of Innovation Space’ model. This framework enables any organisation to mind map the innovation space available (Tidd and Bessant, 2018). Fig. 2 shows the 4Ps of Innovation of paradigm, product, position and process which could be incremental (doing better) or radical (something new). The research executed by Saunila (2019) states that few studies categorise innovation capability as either radical or incremental.
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Furthermore, an SME organisation needs to understand the needs of customers and thoroughly compare their business with other organisations to identify innovation opportunities (Tidd and Bessantt, 2018). Fig. 3 shows the innovation of 4Ps for Slee store.
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[bookmark: _Toc34205898]Fig. 3 – The 4Ps of Innovation for Slee Store

By applying the 4Ps of Innovation framework for the Slee Store, the opportunities identified are (also, see Appendix C for the table):

· Incremental product innovation - Upgrading existing products and equipment (low importance). 
· Radical product innovation - Introducing cheaper, better-quality products and extending range of stocks (medium importance).
· Incremental product/process innovation - Increasing the number of stocks (medium importance). 
· Incremental process innovation - Enhancing the service by introducing technology to monitor stock levels (medium importance).
· Incremental position innovation - Layout by renovating the store such as updating the shelves, re-arranging the products in the store, labelling product areas with banners to enhance the market position. Most importantly, creating easy access for prams and wheelchair users. (high importance). 
· Incremental paradigm innovation - Developing a strategic relationship with suppliers and customers (medium importance).
· Radical paradigm innovation - Revise and introduce a new structure of the business (low importance).

The major innovation recognised for the store would be meeting customer needs such as having an easy layout by changing the shelving. An additional innovation would require renovating the layout by providing easy access for pram and wheelchair users. This will increase the market position of the business. According to Chan Kim and Renee Mauborgne’s research in ‘Red and Blue Ocean Strategy’ (see Appendix E for comparison chart), an organisation either focuses on current customers which is the Red Ocean or focuses on the non-customers which is the Blue Ocean (Layton, 2009). The innovation for the local store in discussion is based on current customers, therefore, the Red Strategy applies to the organisation. In other words, the local store requires to enhance its business within the existing markets which are overcrowded and filled with competition. 

However, following brainstorming and mind mapping the position innovation is highly crucial for the store. By changing the layout of the store, it will help to enhance the market position of the store. The reason for the selection will now be discussed further in the ‘Idea Selection’ section.
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“The selection of ideas requires knowledge, experience and methodology. The aim is to identify the best from a multitude of ideas” (Putz, 2018). “Companies today need to excel at every aspect of innovation. And they need to make them converge in a way that pushes the boundaries of market expectations, and transforms the customer experience” (PwC, 2020). 
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It was identified that the store does not have any customers with disabilities such as wheelchair users coming to the store and neither parents with prams. This proves that they are losing out with further local customers and such customers are looking for easy access to the store. The position innovation will allow the store to innovate the layout such as improving the shelving and creating access for wheelchair and pram users. It was stated by NHS (2020) that there are 1.2 million wheelchair users and two-thirds of them are regular wheelchair users. Furthermore, the Guardian newspaper reported that the survey participants revealed that staff behaviours and poor access gradually drove them towards shopping online (Smithers, 2014). 
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The advantages to the SME businesses are that they have open channels of communication; informal decision making which means they can make decisions fast; they have informal culture; high-quality communications where everyone knows what is going on; a shared and clear vision; flexibility agility; entrepreneurial spirit and risk-taking; energy, enthusiasm and passion for innovation; good at networking internally and externally (Tidd and Bessantt, 2018 and Werner, Schroder and Chlosta, 2018). Furthermore, renovating and refurbishing a small business could have huge benefits such as “improved profits, a more noticeable presence on the high street and better staff morale” (Scrookell, 2019).

Furthermore, research showed that “the innovation of small family businesses is significantly higher than the innovation output of small non-family businesses” (Werner, Schroder and Chlosta, 2018). This is another advantage of a small family business.
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The disadvantages to the SME businesses are that they lack formal management control, for instance, development times and costs; they lack access to key resources such as finance; poor risk management; they do not have an application to detail, systems, long-term strategy, direction, key skills and experience. Moreover, they do not have a structure and progression plan (Tidd and Bessantt, 2018).

The study executed by Maldonado-Guzman, Garza-Reyes, Pinzon-Castro and Kumar (2017) identified that SME’s innovation barriers are financial resources, external environmental and human resources. They mentioned that all three barriers (financial, human resources and external environmental) delay innovation, however, the external environmental barrier being the most important of all three. The financial resources obstacles are high costs of innovation, difficulty to control the costs, extreme risks seen with innovation and difficulties to get finance. The external environmental obstacles are economic turbulence, lack of market information, lack of infrastructure, insufficient government support and lack of information about technologies. The human resources obstacles are manager's and employee’s resistance to change, lack of qualified and specialised personnel and poor staff training activity within the organisation (Maldonado-Guzman, Garza-Reyes, Pinzon-Castro and Kumar, 2017). According to Werner, Schroder and Chlosta (2018), many SMEs “do not explicitly invest in R&D though being innovative due to stimulation by their customers, suppliers or employees”. 

[bookmark: _Toc34205903]Employer’s Attitude Towards Innovation
 
The employer’s approach towards creativity and innovation could be negative as a result of having too many ideas; not having a clear process; lack of urgency; lack of resource or capacity; lack of focus, leadership and collaboration; not having the time and fear of failure as there is no guarantee that any new or incremental idea will work (Gower, 2015). Moreover, owners of small family businesses develop fewer lack of resources as financial risks are seen as greater than it is for expanded corporate investors (Werner, Schroder and Chlosta, 2018).
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Furthermore, to implement the chosen innovation, it is necessary to plan how the innovation will take place. According to Tidd and Bessantt (2018, p.78), there are “three core elements” in the implementation phase shown in fig. 4, these core elements enable an organisation to think of the innovation in more detail.
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[bookmark: _Toc34205905]Fig. 4 - Key questions in the implementation phase (Tidd and Bessantt, 2018)


The first stage of implementation is to acquire knowledge. Doyle (2017) suggested that it is required to plan by assessing the existing condition of the store and planning how the business going to run whilst the renovation going to take place. However, the store in discussion requires the planning of refitting and replacing shelves. Additionally, making space for wheelchair and pram access. Therefore, the store will need a designer to plan the design for the store. Furthermore, a contractor would be needed to give quotes before implementing the plan as the store will require finance beforehand. The store will be closed during the renovation; therefore, it is required to have a place to store the products which have not been sold.

In the second stage before executing the innovation, the finance would be required to be arranged. Thomas-Bryant (2017) stated that there are several grants and loans available for small businesses such as Regional Growth Fund (RGF); Startup Loans; Government grants and UK Export Finance (UKEF). This will help any small business to renovate, therefore, the store will need to apply for a grant. However, the store will require to know the costs of all work required and other costs involved before executing the innovation. Following knowing all required information then the innovation could be executed. The final stage is to launch the store after the innovation.
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Following the launch, the store will require to capture the outcome of the innovation. To capture the innovation, it is important to measure. Kaplan (2020) stated metrics can be important innovation levers for driving behaviour and for assessing the outcomes of certain plans. Businesses such as 3M and Google have had innovative metrics for years. Innovation metrics will allow assessing the growth of the business and this tool could be utilised for continuous measurement and for ongoing innovation management which involves approaches planning, monitoring and learning.

However, for the store in discussion, it is crucial to measure to find out if the innovation is a success or not. Therefore, the innovation metric will allow measuring how many wheelchair and pram users are visiting. This will show what the innovation outcome is. If this is a failure, then the employer could reflect and learn from this mistake. According to Molloy (2019), by listing what will be done again and what would not be done again will help any individual to learn from it and they could apply those lessons for the next innovation. 

Finally, to capture learning there are many tools available to help. One of the capture learning tools is the Agile Innovation Method which is broadly used as a formal learning cycle whether in developments within well-known organisations or as part of the lean start-up methodology. The fundamental idea is scheduled investigation. Furthermore, suggestions are developed and tested, the subsequent feedback is applied to assist with finding out how to target and handle innovation, which is developed by using ideas such as revolving, to support the approach (Tidd and Bessantt, 2018).
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[bookmark: _GoBack]This report investigated the importance of innovation and opportunities available to an SME business (Slee Store) by using theories and models of the 4Ps of Innovation Space, Innovation Process framework, Six Thinking Hats and the Red and Blue Ocean Strategy. Furthermore, the benefits of innovation and risks to an SME business were identified. It was identified that a family business would have more benefits as they could have open communication and it is easier to make decisions than the non-family business. However, the employer’s attitudes towards creativity and innovation typically involve many negative thoughts, which could impact them. Additionally, how to implement and capture the innovation was discussed. The innovation should be captured by measuring such as innovative metrics and business should learn from any failure by capturing such as utilising the Agile Innovation Method.
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[bookmark: _Toc34205909]Appendix A – SWOT Analysis of Slee Store
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(IPACSO, n.d. and Rothwell, 1992)
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Six Thinking Hats of De Bono (Fournier, 2015)
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Red and Blue Ocean Strategy (Layton, 2009)
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