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ABSTRACT

Purpose: Innovation is an important element in enterprise productivity. This
study aims to carry out a conceptual analysis on the role of the process of
innovation management in the development of manufacturing microenterprises in
general.

Methodology/Approach: We analyse the main models that exist today, their
main components and the possibility of being adapted to the small size of the
Micro Small and Medium Enterprises (MSMEs) which contributes to achieve the
development and adoption of an innovative culture under the current conditions
of this productive sector in Ecuador.

Findings: We identified the complexity of applying innovation management
models to any type of company because these models are not multifunctional and
there are restrictions for their application.

Research Limitation/implication: The current models of innovation
management are not adapted to the characteristics and size of the
microenterprises, which becomes into difficulties to bring about fundamental
changes in the areas of innovation, intuition or inspiration, and, it is necessary to
take actions in this regard.

Originality/Value of paper: This document is based on the literature review of
the process of innovation management. Through this analysis, the authors
detected that the smaller companies have more difficulties to carry out
innovations than the larger ones.

Category: Literature Review
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1 INTRODUCTION

“Management implies the ability to operate on key dimensions of different
systems and processes, modifying their states and their directions” (Albomaz and
Fernandez, 1997), with a clear intention: to generate, rescue, analyse, mature and
take advantage of those ideas, which could constitute innovations and obtain a
favourable margin of competitiveness for the actors involved.

From this perspective, this concept of management, applied to innovation, needs
to be clarified on its meaning, for which, these management activities have been
classified into three types: sporadic, intermittent and systemic (Morales, 2002).

Therefore, the concepts of management and innovation are closely related.
(OECD and European Communities, 2005) in the Oslo Manual suggests that
innovation is “the introduction of a new, or significantly improved, product
(good or service), process, new marketing method or a new organizational
method, in the internal practices of the company, the organization of the
workplace or external relations”. All of which is associated with the management
definition of previously stated, and it denotes an interest of paradigm change in
the action (Albomaz and Fernandez, 1997).

Innovation is a key tool for organizations seeking to become world class or
excellence leaders (Parada, 2012).

The management of innovation can lead to failure, so it is imperative to assess
the risk involved (Baena, et al., 2009). Defined methodologies and strategies
must be established in order to be able to innovate, as well as using tools to study
the factors involved in the innovation process and detecting the opportunities and
threats that exist in the different scenarios.

Innovation Management (IM) is, therefore, according to these authors, a principle
or approach to management completely voluntary. It is not ruled by legislation,
but its implementation can be structured through standards and non-binding
models, that is to say, voluntary models.

Although there are no established formulas for the process of innovation, it is
useful to consider necessary certain principles, to generate innovations from
organizations such as stimulating disruptive thinking, acting with knowledge of
the sources of innovation, performing technological surveillance, approaching to
problems in an interdisciplinary way, generating spin-offs and creating networks
to promote partnership.

In developed countries (DC) there is a large amount of data and empirical studies
that show the innovative activities developed by firms and the adequate estimates
of the results, thanks to those activities. It confirms the existence of the link
between technological innovation and competitive performance - this is not the
case of Latin America, where there are deep questions about the characteristics
and scope of technological change processes.
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In Ecuador, MSME:s constitute an important sector of the economy. In 2014 there
were 91,066 of them, 80% higher than 2009 (INEC, 2016a) and on average they
generate 60% of employment (Quifionez, 2012).

Although there are many limitations to the management of innovation in SMEs
today, a number of innovation management models have been developed for
SMEs, and they cannot be adjusted to MSMEs because of their size, which
increases the gap in their technological development.

The development of this sector demands science and innovation to raise the
effectiveness of the business system. Hence, the need for a model that fits the
characteristics of these companies, so that it can link scientific results, not only to
implement them but also to allow a flow of business criteria that favour feedback
for innovation adequacy.

This paper considers the theoretical bases of innovation management for micro-
enterprises in the manufacturing sector, specifically the food sector in Ecuador.

2 CONCEPTUAL ANALYSIS ON INNOVATION MANAGEMENT
PROCESS AND INNOVATION MANAGEMENT MODELS

2.1 Management of Innovation

Alvarez (2015) quoting Ospina (1993), and Ortiz and Pedroza (2006) mention
that the concept of management arises to refer to a more audacious and heterodox
way of managing with a more aggressive orientation than administration itself
focused on the action and the creative solution of the administration problems
within a context of innovation.

Faloh (2006) states that the new management paradigm, understood or not,
means a phenomenon of innovation, not a process or product innovation, but a
social innovation, and as such, it exercises its influence at all levels, going
through the organizations and reaching the people who are part of it.

In a world where human needs are increasingly sophisticated and even complex,
innovation has become the central element in the growth and development of
societies and, with them, organizations understood as social entities oriented
towards the fulfilment of objectives and designed as active systems (Sheperd, et
al., 2012), deliberately structured and coordinated, linked to the external
environment (Daft, Murphy and Willmott, 2010).

Thus, when talking about innovation, it means having a culture of opening to
changes in the company (Marulanda, Lépez and Ldpez, 2016), that is, that the
members of the organization are willing to accept the adoption of innovation
(Ayala, 2014). This happens because innovation is an eminently human mental
process that underlies beyond the genetic condition and the cultural profile of
people. Innovation is, therefore, an issue closely linked to the management of
knowledge (Pefia, 2003).
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Perhaps one of the most correct definitions is that of Schumpeter, for whom
“innovation not only consists in new products and processes but also in new
forms of organization, new markets and new sources of raw materials” (Berry
and Taggart, 1994). Success in innovation is one of the main sources for
companies to maintain and expand their markets.

For Huber (2001) successful IM begins when an inventive solution solves a
market problem in the context of a company’s strategy. The solution must be
inventive because otherwise, competitors will copy it easily and quickly and so
the competitive advantage will be lost.

From this perspective, the IM refers to a different way of achieving
organizational synergy based on a planned change, on the use of human capital
and the generation of organizational knowledge in favour of innovation, and it is
shown as the result of four processes: knowledge creation, knowledge
absorption, knowledge integration and knowledge reconfiguration (Bravo and
Herrera, 2009).

Therefore, competitiveness is achieved through innovation. Each organization
must adapt the process to its own possibilities of development and integration of
knowledge, that is, to its own capacity for innovation (Bravo and Herrera, 2009),
representing a path through which knowledge is transferred and becomes a
process, a product or a service that incorporates new advantages for the market or
for the society (Flormichella, 2005).

Organizations are based on the structured exchange of knowledge (individual and
group) to respond to different problems, needs and claims of their stakeholders
(Fernindez, et al., 2017) and, therefore, it is not easy to speak of a unique model
of innovation management in companies.

This implies emphasizing the importance of establishing reliable and durable
communication channels both within the firm and with external agents (suppliers,
clients, competitors, universities, research institutes, etc.) (Orjuela, 2011).

Likewise, the diffusion of innovations between the economic agents and the
feedback that it provides, allows to improve the original innovation and increase
the number of potential users. From this point of view, it can be said that
isolation clearly conspires against the competitive development of firms,
especially in relation to the innovation and organization of the productive process
(Gomez, et al., 2016).

For that reason, innovation is considered today as one of the most important
resources for the development of economies, creating new technologies and
knowledge. It improves existing products and processes, adopts them from other
economic units or creates new goods and services.
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2.2 Models of Innovation Management

For Miller and Morris (1999), who consider there are four generations of
innovation, the first focuses on existing needs and is based on the knowledge
possessed; the second is addressed through questions to the future needs of
consumers and the new knowledge required; the third focuses on the
development of technology portfolios linked to business and products for
existing markets.

The ability to develop continuous and discontinuous innovation is called fourth-
generation research and development, based on knowledge, experiences and their
implementation in different scenarios where technology has the function of
support.

The effective innovation management of this generation requires a process that
includes the context where it takes place, which is made up by the development
of the market and the ability of the organization to respond. This competitive
architecture defines the broader panorama of the organization of the market in
which it competes, its customers, needs and demands, types of satisfiers,
competing organizations, products in offer, characteristics, etc. (Tukker and
Tischner, 2017).

The organization’s ability to respond to these needs and demands is given by
strategies, technology, processes, systems and tools, research and development of
products and / or services where knowledge is applied, acquired and created.

Miller and Morris (1999) propose an innovation process that consists of four
phases:

* Phase 1: It is the transformation of the initial idea into the conceptual
definition of the application family;

* Phase 2: The improvement community takes responsibility for the project;

* Phase 3: Development of new products, services, families of distribution
and development of methods;

* Phase 4: Development of market activities for a product family.

Another model of innovation is the one proposed by Utterback (2001), which has
an engineering focus where technological and economic factors determine the
viability of innovation. It proposes a model for the innovation process that
consists of six stages: 1: Initiation of the process; 2: Formulation of the idea; 3:
Formulation of the problem; 4: Problem solution; 5: Improvement and
development; and 6: Use and diffusion.
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The innovation process proposed by Utterback (2001) coincides with the one
suggested by Miller and Morris. Regardless of the number of phases and stages
that each one describes, three important moments are recognized in the process:
firstly, need or idea is identified to be developed, and then the idea is developed
and finally implemented and spread. All three moments require knowledge to be
carried out.

According to Kim and Mauborgne (2004), if companies aspire to be successful
with their innovations, they have to be based on three fundamental criteria:
Utility for the buyer (is there a compelling reason to buy the product or the
service offered?), strategic price (is it attractive, does it generate demand?), and a
solid cost structure (can the company make money from its business model?). At
the same time, they must prepare to overcome three possible obstacles:

* Employees, who might reject a new concept if it is seen as a threat to the
availability of resources or change the power structures in the company.

* Consumers, who may not adopt a new idea because they do not
understand its benefits or lack the necessary support infrastructure.

* Society, which will turn its back on innovation if it does not clearly
understand the proposal or fears its consequences.

Gutiérrez and Nuifiez (2007) affirm that: “When companies face decisions that
imply growing or innovating, leaders have to cope with the following dilemma:
either to take advantage of their positive vision of opportunity and act as
entrepreneurs, or to value risks and costs involved in this decision for short-term
results, acting as financial directors.” It is therefore, of particular importance to
establish an ad hoc innovation management model for the needs of organizations,
since there are several examples oriented to different types of organizations. It is
also necessary to initiate actions aimed at making effective decisions for the
dissemination of the new innovative culture.

It is complex to think of the existence of a multifunctional innovation
management model; that is, that it could be applied without restrictions to any
type of organization: public, social or private; micro, small, medium or large;
service or manufacturing; family or corporate, and so on.

3 INNOVATION MANAGEMENT IN SMALL AND MEDIUM
ENTERPRISES IN THE INTERNATIONAL CONTEXT

Not all companies have a performance and / or culture of innovation that allow
them to respond to the changing needs of the market. MSMEs have structural
characteristics that place them at a relative disadvantage to local and global
competition, facing obstacles such as technological conversion (Vazquez, 2016).
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At present, global trends in the business sector recognize a fundamental segment
of the economy in small and medium-sized enterprises (SMEs and MSMEs),
which generates an adequate income factor for the regions (Orozco, et al., 2015).
In this context, it is necessary to stimulate change and permanent innovation, at a
speed that follows the dynamics of the variable market.

Therefore, SMEs have the challenge of recognizing that in today's market, for
companies to be competitive, change is necessary, and consequently innovation
must be permanent. More innovation is required in the management of the
company, so that in order to survive and advance, SMEs are forced to respond
quickly to innovation, or what is best to a culture of transformation.

In that regard, innovation is assumed as the way to convert ideas and knowledge
into new products or improving the existing ones, which the market recognizes
and values. Innovation implies a desire for a transformation that allows it to be
more competitive. In any case, the ability to innovate in all scenarios ensures the
survival of companies and in this particular case of SMEs, since the current
global trends in the business sector recognize in small and medium enterprises
(SMEs and MSMESs), a vital part of the economy of any country.

Therefore, regional advances and the arrival of imported products, force the
SME:s to be in a permanent process of professionalization of their management
and technological modernization to increase productivity and a strategic
redefinition of the business, to put themselves in a specific market place.

MSMEs must take on the change and internalize the new paradigms, to reach a
new way of thinking and acting. Thus, the ability to innovate in all spheres of
business will ensure, at least, the survival of the organization, a non-sufficient
condition in the current scenarios.

The industrial environment that currently characterizes the developed countries is
fostering a strong concentration in the development or improvement of new
products, and the challenge of the MSMEs specifically contributes to consider
the global nature of their markets and the need to face the existing
competitiveness (Hidalgo, Leén and Pavon, 2000).

It is important that companies dedicate greater efforts to innovation that allows
them to increase or simply maintain their competitiveness. There are several
factors and trends that increase this competitive pressure, such as the
globalization of markets, the emergence of new competitors or the rapid
evolution of technologies.

As a result, companies cannot remain static, but must focus their efforts on
continuously improving and renewing their products, services and processes to
compete adequately in markets that are increasingly demanding and dynamic; in
other words, innovation becomes a mandatory requirement not only for growth
but also for business survival.
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It is, therefore, necessary for companies to accept the challenge of innovation,
which means that they must:

* Innovate frequently and effectively;

* See innovation as a way of being and acting, not an exception nor an
activity that interferes with the proper functioning of the company.

From this perspective, it is necessary to recognize that a significant effort in
product innovation (Valencia, 2015) has been taking place at the regional level,
for some years, with some notable advances but with deficiencies that are
becoming difficult to solve.

4 INNOVATION MANAGEMENT PROCESS IN ECUADOR

The presence of SMEs in the composition of the industrial fabric is prominent
worldwide. This is evidenced with the support of the figures presented by
(Fernindez, 2005), in Europe; SMEs constitute 77% of companies; in Germany,
99% of companies.

In 1993, in the present European Union, EU (formerly European Economic
Community) there were 17 million SMEs; in the United States of America
(USA), SMEs made up 95% of companies. As for Asia, Japan, they are made up
of 99% of companies. Regarding Latin America, SMEs are 99% in Mexico; in
Argentina they correspond to 26.8% and in Mipymes 71.7%; in Colombia they
are 56.2% and MSMEs 30.9%, according to data provided by the Productive
Development and Business Division of ECLAC, on the official figures of each
country (ECLAC, 2010).

This shows the high representation of SMEs in the economy of the nations,
which is recognized into a social and economic relevance, since these companies
contribute to the economy of the country, inserted into decisive sectors that
generate high levels of occupation of the labour force. Likewise, they are
contributors of exports, and investments by their incidence in the Gross Domestic
Product per person (GDP/p).

In Ecuador, the consumption of food is of massive nature and the industry
dedicated to the elaboration of food has a particular relevance within the national
economic production and performance.

According to Garzén, et al. (2016), the value added of the manufacturing
industry, excluding oil refining, remained in the period 2012-2016, above 11% of
the Gross Domestic Product (GDP), with a participation of 4,67% of the food and
beverages industry in 2016 (CFN, 2016).

An important aspect to consider is that the food and beverage sector is a
significant source of employment, if it is taken into consideration that in 2016 the
employed personnel index grew by 5.5% compared to 2015 (INEC, 2016b).
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In addition, the importance of the sector not only comes from the supply but also
the consumption of food and non-alcoholic beverages is massive and within the
structure of expenditure of households, it is the largest contributor. Therefore, it
constitutes the fourth part of the increment of the consumer price index (CPI)
basket, being the division with the highest share in inflation all along history
(INEC, 2014).

All this activity gives rise to the impulse of a variety of businesses, among them
micro-enterprises dedicated to the food sector, but in general these types of
companies, have government support programs, but they have not been sufficient
to generate significant changes that are oriented towards the adoption of an
innovative culture and usually do not have a timely reach. Taking into
consideration a particular case, it can be mentioned that as a tool for the
promotion and development of SMEs, the National System to Support
Entrepreneurship, EmprendEcuador, was created for SMEs that are already in the
mature stage.

InnovaEcuador has been created as the mechanism for companies to have the
opportunity to generate products based on new knowledge (innovations), to
access other markets, improve their productivity and improve their exportable
offer. It also favours the achievement of funds for the development of MSMEs,
products offered by this same ministry as Exportapyme, which is a co-financing
component of the Fondepyme Program (Fondepyme, 2013).

In this context, the MSMESs are underdeveloped in terms of generating new ideas,
since technological innovations have always been at the origin of the changes in
production processes. The incorporation of new techniques presumes changes in
the production systems, which bring productivity increases and costs reductions,
which, in turn, have a favourable impact on the demand commission. In this
regard, the incorporation of new technologies allows improvements in
transportation and communication systems, as well as higher levels of quality
and variety in the supply of products and services (Albuquerque, 2004).

Smaller companies generally have fewer resources and are often lacking a
specialized research and development (R&D) department. They are finding it
more difficult to carry out radical innovations on a continuous basis than larger
companies, which have more resources, although there are some exceptions
depending on the sector. In addition, the small size of the Mype companies does
not allow them to take advantage of the big scale economies enjoyed by larger
companies (Thom and Muller, 2013). Of course, the sphere of action of a
company may differ greatly from one to another and thus foster different needs
for innovation.

In spite of these multiple development programs for Ecuadorian enterprises, the
progress made in this vital area for the development, expansion and permanence
in the micro-enterprise market is still scarce in relation to the management of
innovation.

ISSN 1335-1745 (print) ISSN 1338-984X (online)



10 QUALITY INNOVATION PROSPERITY / KVALITA INOVACIA PROSPERITA 21/3 —2017

Therefore, it is necessary to continue supporting, with better mechanisms, the
promotion of innovation in Ecuadorian companies as an alternative to increasing
competitiveness, as well as to continue inquiring about the subject of innovation.
Hence, it is necessary to carry out a study of the models that contribute with the
innovative production of the MSMEs in the food sector, taking as reference the
following question: Which are the models that influence the innovation of
products in the food sector MSMEs?

Thus, when talking about the models that influence product innovation in SMEs,
it will be possible to identify which of them are adequate to the requirements of
MSMEs to design future scenarios for their development; that is to say, to design
strategies in order to increase the innovation in products and then improve the
business competitiveness of these companies.

It is evident that at the beginning of the 21st century, SMEs face new challenges,
as the quality, speed and agility of their work, which nevertheless, will not be
enough attributes to compete successfully. Then it becomes necessary to develop
new skills, disregarding certain things and learning others.

This argument deserves to have a discourse where the positions really change the
prevailing conceptions and allow the new manager to adapt, with the highest
capacity of response and in intellectual conditions to think beyond the
unimaginable (Ludovic, 1995; Castillo and Leal, 2010). The current scenarios are
precise to leave behind old paradigms that hinder the ability to think, act, and
learn new experiences, which translates into difficulties to bring about
fundamental changes in the areas of innovation, intuition or inspiration.

S CONCLUSIONS

The IM process for the micro-enterprise sector should be focused on their
sustainability, being flexible, and adjusting to the size of these companies,
creating new opportunities for expansion and growth. Under this premise, it is
necessary that decision-makers at the national level become aware of the main
obstacles that influence on the efficient development of this type of company.

In Ecuador, there are strengths that can allow an effective management of
innovation in this type of companies that at present, constitute an important
sector of their economy. These include:

* Universities that generate inventions for the business sector, which can be
adaptable to the size of micro-enterprises.

* Current policies in the country that recognize the role of innovation and
technological management for the country's development.
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