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Globalization, technological advancement, and changing consumer needs have made product
Innovation inevitable for success of food processing firms in Sri Lanka as elsewhere in the world.
Most food processing firms in Sri Lanka, however, are lagging behind in terms of the extent and
novelty of product innovation, failing to develop competitiveness in the domestic and
international markets and, therefore, to contribute sufficiently to the national economy. This
study presents the results of a survey designed to identify and examine the conditions necessary
for domestic food processing firms in Sri Lanka to become active product innovators in
perspective and practice. Factors analyzed in the study are at two levels, affecting product
mnovation; the external environmental level and the internal organizational level.

Under external environment, the country’s general industrial setting, the technical support
structure for industry, and its socio-cultural background — three areas representing a large
number of external institutional conditions affecting industrial innovation — are analyzed.
Many conditions external to the firm — the large rural sector, low income levels, limited science
and technology education, inadequate infrastructure, deficiencies in technical support, and
conservative values created by family, ethnicity, caste, class and the education systems — have
been analyzed as hindering development of a modern society, a sufficient market, and conditions
necessary fc.»r exploitation of modern technologies in favor of product innovation.

The internal organizational factors affecting product innovation are analyzed through data
collected from 91 sample food processing firms in Sri Lanka, The relative organizational
cultural assumptions and management practices of “innovative” firms, vis-d-vis their
| “non-innovative” counterparts are examined. A general profile of the underlying organizational
traits within product innovative food processing firms in Sri Lanka has been developed. Five
dimensions in organizational culture namely, open system focus, pioneering nature, pragmatic
approach, futuristic time orientation, and optimistic view of employees are analyzed as closely
associated with product innovation. The study also reveals that produet innovation is closely
correlated with a higher degree of growth, diversity and proactive strategic choices, R&D
expenditure, technological modernization, staff competencies, and continuous external links.
Furthermore, the study identifies the organizational culture as a major determining factor within
the firm’s management practices affecting product innovation. The analysis of firms business
success clearly shows that innovative firms are rewarded for their innovative effort, as they seem
to enjoy a higher growth in sales and employment than their non-innovative counterparts.

Since the findings clarify what external conditions and organizational characteristics make
firms more or less innovative, they have profound implications for policy and management
strategies of food processing firms in Sri Lanka. It is necessary to note that this study did not
have the intension of presenting any definitive universally acceptable model of product
Innovation. Such an attempt is neither practical nor correct, as a multitude of contextual factors
affects the product innovation process. Nevertheless, the study highlighted the influence of
various factors and the central role of the organizational culture and its importance when
blanning innovation policies and strategies. The study, it is hoped, helps the readers,
particularly those in management research and practical management of food processing firms in
Sri Lanka, to view organizational culture as an important factor behind produet innovation, in
addition to what it does in the general management of organizations.
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