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Understanding the types  
of innovation
For small to medium food and beverage businesses, and for those starting out, 
innovation is rarely about a lack of ideas. It is about deciding which type of 
innovation* will deliver the most value, given limited resources and real-world 
constraints.

You are already operating in an environment where margins are low, 
competition is high, and attracting new investment can be challenging. The list 
goes on. In this context, innovation* becomes a practical tool that helps you 
fend off competition, respond to changing consumer needs, create and protect 
product and brand value, and support sustainable business growth.

Within your business, if you are asking:

•	 How can we make smarter, more intentional innovation* decisions that fits 
our business reality

•	 Are we focusing too heavily on product innovation* and overlooking other 
opportunities to compete

•	 Where in our business does innovation* have the greatest potential to 
create value right now

•	 How will innovation* help ensure the business remains viable and able to 
continue operating into the future

•	 Can innovation* help us grow without significantly increasing cost, 
complexity or risk

Then, this guide will help you to understand the impacts innovation* has on your 
business.  

Read on to discover:  

•	 Why your business should use different types of innovation* to be competitive  
•	 What are the five types of innovation*? 
•	 How to identify innovation* opportunities for your market and business.

*See Terminology section for explanation
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Innovation
Innovation* is about change: change you drive or 
change you need to respond to. It occurs when a 
business introduces something new or significantly 
improved that creates value for customers, 
improves operations, or strengthens market 
position. It does not necessarily require massive 
R&D budgets or investment in dedicated labs. It is 
about systematically identifying opportunities for 
improvement and acting on them strategically. 

Considered the father of innovation*, in the first half of 
the twentieth century Joseph Schumpeter outlined five 
types of innovation* (Figure 1) that individually or in 
combination create entrepreneurial business growth.

Why explore different types  
of innovation
Innovation* is essential in an environment where 
businesses must create and deliver value (features 
and benefits that meets needs) to your customers 
and markets, so that your business gains value 
(revenue) in order to survive and ideally grow. 
Businesses generally have a list of ideas to innovate, 
however, are usually limited by resources. With this 
constraint in mind, it is important to clearly identify 
an innovation pipeline that best supports the 
business and delivers the most value. 

Building a balanced approach to innovation* offers 
businesses a process to anticipate and adapt to 
change across all parts of the  business and drive 
sustained value creation.

Innovation*, however, uses extensive resources and 
brings with it a substantial risk of failure with wasted 
time and effort, financial loss and market failures. 
When you innovate your products and/or processes, 
you expect a payoff from the effort and investment 
and to drive your business future. Planning for the 
future is therefore an essential driver of innovation*, 
bearing in mind that the timelines of this future may 
vary greatly. 

By adoption a triaging mindset towards evaluating 
your innovation* projects, you can ensure the right 
projects are done at the right time. This is important 
when considering: 

•	 Your cash flow and impact of resourcing for 
innovation* projects

•	 Your innovation* project pipelines and their 
dependencies on new or existing projects

•	 Your business and its reputational risk - 
considering innovation* brings higher risk, should 
this then be incremental and robustly tested

•	 Your market entry with your new products is 
planned such that the market is primed and 
ready for them

Figure 1 
Five types of innovation 
*See Terminology section for explanation
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New product
Introducing products or 
services with improved 

features, functionality or 
design, through incremental 

or new o�erings.

New production process
Implementing new 

technologies or processes to 
enhance e�ciency, reduce 
costs, or improve quality.

New material or resource
Securing access to new or 
more cost-e�ective raw 

materials, components, or 
resources.

New form of organisation
Implementing new 

organisational structures, 
management practices,

or business models.

New market
Entering new geographical regions, reaching new customer 

segments, or developing new applications for existing products.
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Type of 
Innovation

Description Examples

New 
product

Introducing products 
or services with new 
features, functionality or 
design. This can be both 
incremental change or 
radical disruption. 

•	 Hello Fresh, changing a service offering to provide healthy, 
portioned meals. 

•	 Daily Juice, cold press juice providing a healthy, shelf 
stable alternative to previous highly processed offerings.  

New 
production 
process

Implement technologies 
or processes to enhance 
efficiency, reduce costs 
or improve quality.

•	 Tetra Pak, processing system that allows safe storage 
without refrigeration for products like milk, juice and soups. 

•	 Dematic, Automated Sort and Retrieval systems (ASRS) 
provide a fully automated process to reduce labour and 
error costs in large scale logistics.

New market Accessing new 
geographical regions, 
reaching new 
customer segments, 
or developing new 
applications for existing 
products

•	 Penfolds, luxury wine into high value markets such as 
China, Hong Kong, Singapore and Japan.  

•	 GrainCorp, have a new application for animal tallow 
which was previously used in soap and industrial 
processes and is now being used for the production of 
biofuel.

New 
material or 
resource

Securing access to new 
or more cost effective, 
ingredients or resources.

•	 Developing partnerships with suppliers or looking at 
alternative ingredients. 

•	 Specialisterne Australia, providing access to employee 
segments such as those who are neurodivergent. 

New form of 
organisation

Implementing new 
organisational 
structures, management 
practices or business 
structures

•	 Costa Group, vertical integration to reduce and manage 
costs from farm production through to in-market sales and 
value-add further processing 

•	 McDonalds, ability to rapidly scale while controlling 
consistency through implementing a systemised business 
approach.

The five types of innovation* provide a way 
to classify innovation activities within your 
business. This process allows you to understand:

•	 What value this idea or innovation might 
deliver 

•	 How this innovation might interact in the 
current or future marketplace or with your 
competitors, or 

•	 Is somebody else already innovating 
something that could disrupt your existing 
business 

•	 Options to balance a portfolio to reduce 
the risk of innovating while delivering value 
across cost reduction and revenue growth 

The five types of innovation

*See Terminology section for explanation
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# Problem or opportunity Benefit and 
impact

Cost and 
ease

Confidence 
(0-100%)

Innovation 
type

1

2

3

How
Before deciding what innovation to pursue it is 
important to match the types of innovation* to your 
businesses unique strengths and constraints. An easy 
way to do this is to start with the information below:

•	 Problem or Opportunity: Describe what is the 
outcome you are looking for or trying to solve? 
Avoid the trap of jumping to a solution at this 
point.

•	 Benefit and impact: If you could achieve the 
outcome above, what would be the one-off or 
annual benefit of doing this? Is it purely financial 
or are there other intangible reasons for doing 
this?

•	 Cost and ease: How difficult would this be to 
solve? Do you know the cost, are there solutions 
available?

•	 Confidence: How confident are you that you 
could deliver this? What would help improve your 
confidence level?

•	 Innovation type: Which of the five innovation 
categories above does this fit into? You may 
find that some categories are oversubscribed 
compared with others. This may be the reality 
of your business, or might indicate that further 
research and strategic thinking is needed. 

Exercise  
Identify how strong each of the five types of innovation* are in your business currently. Think about what you 
would like to achieve for your business in the next two years.

With the table complete, you will have an initial picture of what innovation could look like for your business. 
This is a great foundation to do further research to assess your blind spots or begin to consider how to turn this 
into an innovation strategy.

*See Terminology section for explanation
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Key takeaways
Understanding what types of innovation* are used in your 
business currently, and then how you want your business 
to change, helps you identify any blind spots or areas of 
disruption. Innovation is about action, not just knowledge. 
Applying the knowledge you have about the types of 
innovation* can help you be more systematic in identifying 
areas to innovate in your business or where external influences 
may impact you. 

You have seen how:

•	 Why understanding different types of innovation* in your 
business and triaging projects is important. 

•	 What the different types of innovation* are and how they 
apply to your business and business ecosystem

•	 How to apply this to your business, including classifying 
ideas to identify blind spots and begin an initial triage of 
innovation ideas.

Additional information
Find more information on innovation and innovation types with 
the following search terms: types of innovation*, sustaining 
innovation, innovation and risks, innovation and value. 

*See Terminology section for explanation
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Terminology
Innovation: change and novelty. 

Types of innovation: new product, new business 
model, new process, new market, new material. 
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