Copyright is owned by the Author of the thesis. Permission is given for
a copy to be downloaded by an individual for the purpose of research and
private study only. The thesis may not be reproduced elsewhere without
the permission of the Author.



Innovation process of

rural small businesses in New Zealand.

A thesis submitted in partial fulfilment of
the requirements for the degree of
Masters in Management
at Massey University, Wellington,

New Zealand.

G. E. Harper

2012



Table of Contents

11 0T LF o 1 oo PSSP 1
1.1 The importance of INNOVALION .........ccoiiiiiiieie e e es 1
1.2 Regional context in Marlborough ..o 2
IR 1 AN {1 LS SRR 3

2. LITEIALUIE TEVIBWW ..ottt bbbt b bt n et 5

K 1Y [=11 10T (o] (oo V2SSOSR BRSPS 12

4 RESUILS oottt ettt e Rt R e e Rt et e Rt e teeReent e teenrenreeneenreanen 17
4.2 INNOVALIVE GCHIVITY ..cuviiviiic sttt et be et e et ste e e e sreenes 18
4.2 The relationship between growth & iNNOVALION .............ccceeveiiiiic i 22
4.3 SOUICES OF INNOVALION ......cviiiiiiiiiiiiiisie sttt 23
4.4 T 1018 OF NELWOTKS.....cuiiiiiiiii e 25
4.5 The IMPACt OF FUFAIIEY ....oceeiiciee e 29
4.6 STATFING ISSUBS ...veeveeeieiteeiiesit e sie sttt et e et e et e e st e sbe e st e s aeaseesbeese e teeseeseeaneenseaneesneaneenneanes 33
A (=0 ] LA o o SRR 36
4.8 REIALIONSNIPS ..ottt ettt b bbbttt bbb e 39
4.9 Capital & INVESTMENT....c.iiiiieiiiie ettt ettt b e 43
4.10 INFOrmation tECANOIOGY .......coveviiiiiieie e bbb 45
4.11 Supporting SErVIiCeS & SUPPIIEIS ....c..ciiiiiecie ettt 48
4.12 SUMMANY OF FESUILS......cviiiiiii e seesreens 49

5. DIISCUSSION ...tttk bbbt bbb bbb ettt bt n e 51
5.1 The relationship between rural environments & INNOVALION ..........cccoeviiieieiieie e 52
5.2 Resource constraints & INhibItiNg TACIOrS .........coviiiiiiiie s 53
5.3 The PreSenCe Of NEIWOTKS........oiie ettt sae s sreene e eeeneeanes 55

5.3.1 Why Networks Might @XISt........ccveiiiieiiiieie et 56

5.3.2 IMPACE OF NEIWOTKS ..ottt sttt reesre e e reeneenne e 58

5.4 Relationship between growth aspirations & iNNOVAtION ............cccccveveiecieve e 59
5.5 Key findings & implications for thOrY ... 59
5.8 CONCIUSIONS ...ttt bbb et n et n s 60
5.7 Suggestions for fUrther reSEarch...........cccovi i s 61

B. RETEIEINCES ...ttt 63

A Y o] 1= o Lo PO UPOTTRPRPRPPRS 69



List of Tables

Table 1. Criteria for selecting Case StUAIES. ........cc.viieiiiieie e 14
Table 2. SUMMArY OF CASE SLUIES......cc.uiiiiiieiie ettt sre e nas 17
Table 3. Innovation types & supporting iNformation.............cccccveveiieiiie e 18
Table 4. AHITUAES 10 GrOWEN.......ooiiiieice et 23
Table 5. Presence & USe OF NEIWOIKS. .......cc.oiiiiiiiiiiiisie e 26
Table 6. Location-based problems reported..........cooveeiiiiiieiieise s 32
Table 7. Staffing iSSUES aMONG PAMTICIPANTS. .......covitiieiitiieieeieee e 35
Table 8. Reported experiences Of regUIALION...........ccooviieiiiiei e 37
Table 9. Relationships & COMMUNICALION. ...........coiiiiiiiieie e 40
Table 10. Capital & INVESIMENT tNEMES.......ccviiee e sre e sreeneens 44
Table 11. Information teChnNology theMES............ccooviiiiiiiiii e 46
Table 12. Use of supporting SErvices & SUPPHIES........ccviiiiiiiiiiiereresere e 49

Table 13. Factors affecting innovation process in a rural enVironment...........ccocvevereieneneneseneenes 60



Abstract

The fundamental role of innovation in the economy is widely recognised and there are strong links
between innovation and such vital economic indicators as productivity, growth and employment
generation (Lambert & Fairweather, 2010, p.1; North & Smallbone, 2000b; Steel, Rinne &
Fairweather, 2012, p.5). There is therefore a need to identify the drivers and inhibiting factors
affecting it (Steel et al, 2012, p.5). As innovation is a social phenomenon, it must also be studied in
its own geographical and sectoral context, for meaningful results to be obtained (Asheim & Gertler,
2005; Fagerberg, 2005, p.20). To investigate factors affecting innovation in a rural context, semi-
structured interviews were conducted among rural small businesses in the Marlborough region of
New Zealand. Given the dominant position of agriculture in rural areas and its significance to the
national economy, case studies were chosen from the primary sector. The goal of this exploratory
study was to identify factors that may influence, constrain or promote innovation. Information
networks were the primary source of innovation found, with participants possessing unusually rich
and often global personal networks, which were used to support innovation. Growth aspirations
were also positively associated with innovation; the more ambitious their goals, the more willing
the participants may be to innovate radically. Innovation took place against a background of an
often challenging rural environment (which created a need for innovation) and cultural factors
(which created a willingness for change in the participants). Regulation was the only significant
constraint identified and even this could be a positive, under certain circumstances. Issues around
supplies, staffing and capital were not major influences on innovation process. The participants
employed co-operatives, distributors and their own tailored strategies to mitigate some of the
negatives associated with rurality, particularly with regard to the maintenance of relationships with

key partners over physical distances. In terms of innovation, however, rurality was no barrier.





