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Abstract

Open innovation, which combines external and internal ideas to improve technology and processes, offers considerable prospects
for the Indian food processing industry, particularly small and medium-sized firms (SMEs). This paper looks at how Indian food pro-
cessing SMEs might use open innovation to boost their annual turnover. It examines the unique obstacles that these SMEs confront,
such as resource restrictions, technology gaps, market competitiveness, and regulatory barriers, as well as how open innovation
might help to address these issues. The paper examines case studies of successful open innovation implementations in the Indian
food processing sector to highlight the benefits of collaborating with research institutions, engaging with startups and technology
providers, crowdsourcing ideas, and forming licensing agreements and joint ventures. It also discusses ways for fostering an innova-
tive culture, creating collaborative networks, leveraging digital platforms, and investing in research and development. The impor-
tance of government funding and policies in supporting innovation is also emphasized. The findings imply that open innovation can
greatly improve the innovation ability, operational efficiency, market reach, and competitive advantage of Indian food processing

SMEs, resulting in improved yearly turnover and long-term growth.
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Introduction

Open innovation is a concept that encourages firms to leverage both external and internal ideas to improve their technology and
operations. The food processing industry, particularly small and medium-sized firms (SMEs) in India, stands to benefit tremendously
from open innovation initiatives. This article investigates how Indian food processing SMEs might use open innovation to increase annual

turnover.

The concept of open innovation

Chesbrough (2003) created the term “open innovation,” which refers to the integration of external ideas and technologies into a

company’s own innovation processes. This method differs from the typical closed innovation model, in which corporations rely entirely
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on internal resources. Partnerships, license agreements, collaborations with research institutes, and crowdsourcing ideas from external

groups are all examples of open innovation [1].

The food processing industry of India

India’s food processing industry is one of the world’s largest, with a significant economic impact. It accounts for 32% of the total
food market and 13% of India’s exports. Despite its importance, the business confronts various obstacles, such as significant food waste,

insufficient infrastructure, and a lack of innovation [2].

Indian food processing SMEs face resource constraints that limit their ability to invest in R&D (Kumar and Ali, 2010)

e Technological gaps: Many small and medium-sized enterprises (SMEs) do not have access to new technology that can improve

productivity and product quality.

e  Market rivalry: Intense rivalry from huge businesses and international players can impede the growth of small and medium-sized

enterprises (SMEs).

e Regulatory challenges: Smaller businesses may find it difficult to comply with demanding food safety and quality laws [3].

Open innovation as a solution

Open innovation provides a solution for SMEs to overcome these problems by leveraging external knowledge and resources. The
following sections look at how open innovation can be used to various parts of the food processing industry to increase SMEs’ annual

revenue.

Collaboration with research institutions

Collaboration with research institutes is one of the most effective strategies for SMEs to engage in open innovation. These collaborations

may provide access to cutting-edge research and technology advances.

Real life examples
Amul

Amul, an Indian cooperative dairy corporation, engages with research organizations such as the National Dairy Research Institute
(NDRI) to develop new product options. This collaboration resulted in the development of various new dairy products, increasing Amul’s
market share and profitability (Dairy India, 2018).

Benefits:

e Access to cutting-edge research and technologies.
e  Development of new items.

e Improved product quality.

e Engaging with startups and technology providers.

e  SMEs can also work with startups and technology suppliers to incorporate new technologies into their operations.

ITC limited

ITC limited, a prominent player in India’s food processing business, has collaborated with a number of startups to improve its supply
chain and manufacturing processes. For example, ITC worked with the company crop in technology solutions to develop a digital

agriculture platform that improved crop monitoring and production predictions (ITC Ltd, 2020).
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Benefits:
e Adoption of modern technology.
e Increased operating efficiency.

e Improved supply chain management.

Crowdsourcing ideas and solutions

Crowdsourcing is the process of collecting ideas, services, or material by asking contributions from a large number of individuals,

usually over the internet. This method can be especially beneficial for product invention and problem solving.

Britannia industries

Britannia Industries, a renowned food manufacturer in India, initiated a crowdsourcing effort to solicit new product ideas from
customers. This project led in the development of several successful items, including new biscuit and snack tastes, which expanded

Britannia’s global reach and revenues (Britannia Industries, 2019).

Benefits:
e  Accessto avaried set of ideas.
e  Enhanced consumer involvement.

e  C(Creation of market-driven products.

License agreements and joint ventures

Licensing and joint partnerships with other companies can help SMEs gain access to new markets and technologies.

Parle products

Parle products, a well-known Indian food firm, has engaged into a joint venture with a European company to launch a new line of
premium cookies in India. This relationship enabled parle to tap into the European company’s superior baking technology and experience,

resulting in the successful introduction of a new product line (Parle Products, 2017).

Benefits:
e  Access to innovative technologies.
e  Entering new markets.

e  Shared risks and resources.

Benefits of open innovation for SMEs

e Increased innovation capability: By leveraging external sources of information, SMEs can improve their innovation capabilities and

develop new products more efficiently (Gassmann, Enkel, and Chesbrough, 2010).

e  Cost-effective solutions: Open innovation can offer cost-effective solutions to innovation difficulties, easing the financial pressure on
SMEs (Liechtenthaler, 2011).
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e Enhanced competitive advantage: Open innovation can help SMEs remain competitive by keeping up with industry trends and
technical improvements (West & Gallagher, 2006).

e Improved market reach: Collaborations and partnerships can expand into new markets and client groups, thus improving sales and
turnover (Dodgson, Gann, & Salter, 2006).

Implementation strategies for open innovation

To successfully deploy open innovation, SMEs in India’s food processing industry should examine the following measures:

e Building an innovative culture: It is critical to foster an environment that promotes innovation and is open to new ideas. Training

programs, workshops, and staff incentives can all help to attain this goal.

e  Creating collaborative networks: Networking with academic institutions, startups, technology suppliers, and other businesses can

help with information exchange and collaboration (Lee, Park, Yoon, and Park, 2010).
e  Using digital platforms: By leveraging digital platforms for crowdsourcing and cooperation, SMEs can interact with a larger pool of
innovators and experts (Chesbrough and Brunswicker, 2014).

e Investing in R&D: While limited resources can be a concern, investing in R&D is critical for nurturing innovation. SMEs can obtain

finance and assistance from government programs and private investors (Roper, Du, & Love, 2008).

Government support and policies

The Indian government has launched various efforts to encourage innovation in the food processing industry. The Pradhan Mantri Kisan
SAMPADA Yojana and the Technology Upgradation Fund Scheme offer financial aid and incentives to encourage technology adoption and
innovation (Ministry of Food Processing Industries, 2021). SMEs should actively seek out chances to improve their innovation capabilities
[4-26].

Conclusion

Open innovation provides a big opportunity for Indian food processing SMEs to overcome inherent obstacles and increase annual
revenue. SMEs can gain access to new technology, produce innovative products, and expand their market reach by working with
research institutes, engaging with startups, crowdsourcing ideas, and forming strategic collaborations. While embracing open innovation
necessitates a shift in mentality and strategic preparation, the potential rewards exceed the difficulties. As the Indian food processing

industry grows, SMEs will need to leverage open innovation to remain competitive and achieve long-term success.
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