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Abstract

In the last decade, many experts in nutrition and wellness have anticipated the key role of
innovative foods in helping consumers to have a healthy lifestyle. This study analyzes a series of
complex key drivers that influence the food business, taking into account experiences of agri-food
producers from Italy and Romania. There have been identified a series of operational flows that
slow down the development of this industry, mitigating the synergy among research and
development (R&D), sales and marketing functions. One of the findings of this research is that the
identified communication barriers among food technologists/engineers and marketing experts
could evolve into business unethical approaches (e.g. deceptive packaging, creation of "false needs”,
etc.) that could mislead consumers, hinder their knowledge and freedom of choice, thus driving
health risks. A smooth integration of traditional values in the food design is essential to assure the
proper balance between scientific research, cultural background and values in order to enhance
consumers’ health. This paper concludes that food companies should integrate local/traditional
recipes into their new products to assure superior communication and consumer understanding of
the newly discovered bio-active ingredients and to drive consumers’ acceptance, positive attitudes
and receptivity towards the new aliments.
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Introduction

The fast-pace developments in genomics
(gene analysis), transcriptomics (gene
expression analysis), proteomics (large-scale
study of proteins), metabolomics
(metabolites profiling) have created the
premises for adapting people’s nutrition to
the actual dynamic lifestyle. This process is
centered on food design based on biological
needs and consumers’ superior education
and knowledge to choose and to introduce
new foods in their diet (Shepherd, 1990).
Therefore, the constant change of some of

consumers’ nutrition items may be the
sources of progress in their lifestyle. Among
the factors that generate change in the daily
diet, the most important are: evolution of
lifestyle and work, with consequences for
food habits, the increasing level of the
national food cultures, leading to more
accurate understanding of needs, producers’
desire to provide new gastronomic
satisfactions, to communicate a distinctive
message through food and menus (Coveney,
2005). Reconsidering the food style is an
objective  process required for each
individual, creating improved and powerful
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solutions beyond those used previously.
Therefore, a rethinking process should be
accomplished by taking into account the
culinary traditions and habits of each
consumer’s group.

The above presented trends have emerged
into a new phenomenon, called
“scientification” of eating (Niva, 2007). This
concept is the outcome of the complex
process that includes the mix of various
scientific fields, such as: nutrition, dietology,
medicine, pharmacology, bio-chemistry,
gastronomy, food technology, marketing,
business administration, etc.

The European single market has created new
business opportunities for companies from
the EU15. They have been successfully selling
their products in the new member states (i.e.
Bulgaria, Czech Republic, Hungary, Poland,
Romania, Slovakia and Slovenia), broadening
the negative quantum of the trade balances
of the latter. The Romanian food market,
which has continuously been under a
negative trend after 1989, needs special re-
organization measures within the actual
context of the EU economy. Moreover, it is
considered that the common agricultural
policy (CAP) mechanisms do not stimulate
this industry in general, being limited to
measures focused on helping the food
producers associations. Structural changes in
the EU economy that have occurred in recent
years have led to the emergence of frequent
market failures that have generated high
prices, difficulties of the Eastern European
farmers to sell their products, the apparition
of supplementary entities in the commercial
chain and many cases of unfair competition.
All these distortions came on top of a range
of economic weaknesses of the Romanian
farmers, such as their incapacity to develop
sustainable relations with the modern trade,
low productivity in the rural areas and their
inability to develop a coherent marketing
strategy. Poor life quality in the rural areas
(kept down by weak education, health and
financial systems, that are well below
national average), drive the emigration to
urban areas or abroad. Romania’s
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privatization and liberalization efforts and its
further integration in the transnational
structures (in particular WTO and the EU)
during the past two decades were followed
by a wave of progressive investments made
by several international food companies. This
trend, combined with increasing
urbanization, superior purchasing power and
shifts in consumers’ preferences have led to a
dramatic growth of the food business
(including producing, processing and
marketing of foods) in a far more complex,
multifaceted technological environment.
Food industry generated more and more new
requirements in  industry standards,
including food quality and safety, traceability
and certification.

Literature Review

The actual business decision makers are
faced with an increased pressure generated
by various convergent trends, such as higher
energy costs, more demanding legislation
aimed to increase state incomes and to
reduce pollution, corporate trust erosion,
consumers’ higher awareness and education
levels (Willard, 2005). Facing with these new
realities, companies are changing their
strategic orientation from classical “business
recipes” towards more structured
approaches based on innovative and complex
decisional processes (Ehrenberg, 2000). A
new and much more complex business
orientation has been developed as a
complementary system of the classical
management methods and tools, acting like
an enclosing circle to describe a new horizon
of today emerging society towards
sustainable development in which companies
find their own creative ways to reach their
goals (Broman et al. 2000).

In the context of international economic
crisis, the macroeconomic austerity
programs mitigated the capacity of the
developing  countries to  implement
sustainable agriculture strategies, therefore
their domestic companies had been failing to
produce competitive products. Moreover, in
the case of agri-food business, the lack of
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involvement of the technological research
and the old technical heritage of the former
communist countries in Europe have caused
not only an overall decrease in
competitiveness, but also deepened the
differences between East and West. (Dehnen-
Schmutz et al, 2010). In this context of the
increasing gap between local and
international companies in favor of the latter,
a few recent studies developed a series of
new management systems applied in the
agro-food industry, which were created
mainly to help the small and medium sized
enterprises to cope with the challenges that
are coming from the modern retail, that
requires large suppliers, has a strategic
emphasis on quality standards, large
marketing campaigns, low costs and sound
supply chain management. (Duffy and
Fearne, 2007).

In the last decade, companies across the
world that are doing business in the agri-
food sector have been increasingly focused
on the success of the functional foods.
Although not yet (finally) defined by the EU
legislation, functional foods have been
characterized in various ways, like foods
marketed as health enhancers or reducing
the risk of disease or a new variety of foods
that promise targeted improvement in
physiological functions in the body (Diplock
et al, 1999). Functional foods in general,
through their particular bio-active
components, are directly connected with a
series of well-defined physiological effects
that drive noticeable health enhancements.
Therefore, to become a commercial asset,
this category needs scientifically proved
substantiation about the health effect, a
process that requires substantial research
and development (R&D) efforts.

The industrial production of functional foods
- that often requires modern food technology
since a constituent needs to be added,
removed or modified - increases the risk that
this category will be perceived as less natural
than conventional products and are thus
avoided by those who value naturalness in
food choices (Frewer et al, 2003). Studies

made on of various types of functional foods
concluded that consumers usually perceive
functional foods and healthy eating from
various perspectives: focus on their daily diet
and dichotomies such as healthiness vs.
functionality of foods, health vs. pleasure
eating dilemma or the technological risks
(Niva, 2007). It is widely recognized that the
market success of the newly discovered
foods depends on consumers’ acceptance of
the products as part of their daily diet.
(Annunziata and Vecchio, 2011) This
diversity of perspectives reveals that
interpretations of functional foods and
healthy eating are linked with uncertainties
related to the scientific knowledge. Little
attention is given to food choices in the daily
diet and recurrent health risks. There is an
increasing gap between food and health, a
complex link, especially in the case of
humans’ omnivore diet. (Lappalainen, et al,
2008; Coveney, 2005) Also, researchers are
focused more on the assessment of the
potential hazard of food in the short term
without making reference to the possibility
that food could become dangerous on a long-
term range. (Richardson et al, 2004) It is
given very little emphasis on educating “food
preferences” in the early years of children
development, which  underpins food
repertoire of every individual. (Margetts et
al,, 1997; Pravsta et. al, 2010)

Methodology

This study aims at investigating the following
areas of expertise within the adoption of
innovative foods:

1) The complex relation between R&D and
marketing in the agri-food business -
regarded as the main innovation engine -
together with the occurred malfunctions
and the mediation process induced by
the complexity of the present social and
economic landscape. There were
targeted various collaboration issues
between marketing and R&D occurred in
both large/multinational and small and
medium sized companies together with



their possible impact on consumers’
health.

2) The different strategic approaches of the
companies from Italy and Romania and
the assessment of the related effects on
companies’ performance, local marketing
initiatives and new products. It was
considered the case of the functional
foods, taking into account the novelty,
dynamics and potential scale of this
segment.

To undertake the above mentioned goals, a
qualitative research was developed and
implemented with sales-marketing and R&D
teams from 47 food producers and retailers
(22 from Romania and 25 from Italy). The
companies’ sizes varied from 24 to 500+
employees, part of them being transnational
(multinational corporations). No exact
information on the total number of
companies that produce
innovative/functional foods was available, so
neither a random sample nor a quota sample
was possible. There were done interviews
with the top/middle managers from sales,
marketing, R&D and production
departments. E-mail questionnaires were
administered with the personnel who could
not be directly contacted or was too far for
visiting. Each  interview/questionnaire
consisted in 20 closed questions, with
complete system of choice and 5 additional
open questions. The survey was done in
different locations from Romania and Italy in
the period January-September 2011.
Respondents were asked to rank factors
according to their vision of business. A
parametric classification method was used
(on a scale from 1 to 15, 1 - the least
important, 15 - the most important factor).
Based on comparative analysis performed in
the food producers in Romania and Italy
were tested various business strategic
options that managers / key employees of
those companies would prefer to further
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undertake. There were investigated the
opportunities and key factors that could lead
to a smooth development of the food
business in general and of
innovative/functional foods in particular.

Results & Discussion

This study is based on information obtained
from 47 food retail and producing companies
from Romania and Italy (as explained in the
methodology). We identified a number of key
elements (key drivers), that influence the
business performance and innovation
management in the food industry. Based on
comparative analysis performed in Romania
and Italy we tested various business strategic
opportunities that managers from both
countries would prefer to follow. The figure
below shows the identified business options
(strategic profiles), based on the answers
received from the Italian companies (marked
in blue) and Romanian companies (marked
in red).

There were identified substantial differences
in terms of attracting EU funds, which
received more attention from the Romanian
companies. The Romanian respondents also
showed a higher need for stricter regulations
in the agri-food production. The Italian
companies proved to be more interested in
the availability and costs of new technologies
(including patents and licenses) and also put
more emphasis on the coordination of
producers’ associations. Meanwhile,
Romanian producers looked very keen on
promoting and facilitating new business
partnerships. Similarities were on
consumers’ side: consumers’ willingness to
buy bio/eco- food, consumers’ propensity to
buy national/domestic products or concerns
regarding traditions had similar levels. A
notable difference was observed in
consumers’ willingness to buy food that
enhances health, Italians looked more
concerned to adopt a healthy diet.
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Fig 1. Comparative Analysis of the Food Business Drivers - Italian and Romanian Companies

The results revealed that Romanian
managers form two distinct clusters: 1)
employees from multinational companies -
who possess different mind-sets and
perceptions in terms of product strategy,
marketing research, testing and
commercialization and 2) the employees
working in small or medium sized Romanian
owned companies. This differentiation was
showed in past research (Chiru, 2009; 2011).
While the “traditional thinking” is that the
marketing strategy is the exclusive tasks of
the marketing/commercial department, the
employees from the analyzed companies
have a different vision, usually perceiving
these processes holistically. Questioned
about their involvement in the products’
marketization they indicated a much more
concern and time allocated for the marketing
processes. It was also observed an increase
of the R&D staff involvement inversely with
age. Reasons of this different behavior are:

¢ The Romanian technical staff/researchers
are very used only to execute and also they
have a very limited knowledge of the
product marketization;

¢ Most of the international food producers
have not deployed full R&D facilities in

* Romania, the majority of the products’
recipes being created and developed
abroad without any input from the local
staff;

In both countries the information flow
between marketing and R&D employees has
several issues, the most frequent are:

e Poor / tardive information between R&D
and marketing teams;

* Insufficient feedback on products’ quality
and technical characteristics among R&D
staff;

* Lack of feedback from the marketing
employees regarding clients/consumers
experiences with the product, habits and
practices.

The weak integration and knowledge
transfer between these two functions create
several shortcomings for the Romanian
marketers working in several large
companies, the most relevant being:

* A limited understanding of the technical
processes  (especially chemical and



biological operations) that are part of the
various production stages;

¢ Alimited economical assessment of the use
of ingredients/compounds that could harm
consumers’ health (Ward et al. 2000;
Brambilla and Martelli, 2007) like: various
alimentary additives, alimentary
preservatives, dyes, nitrates and nitrites,
etc.;

¢ An underestimated long term impact of
food additives on consumer health.

This study also revealed the heterogeneous
character of activities/phases like: new
product strategy elaboration, new ideas and
screening, concept development and testing,
product development, test marketing and
commercialization. There were identified
different working philosophies at
departmental level. Marketing efforts are
usually focused on stimulating demand for
commercial products and services. But
demand creation is only a part of the
marketing activity. A broader strategic view
is that marketing should completely lead the
entire process in a company focused on value
creation, also known as “value delivery
sequence” approach (Kotler, 1999, 2000).
The product development phase, which is
very important in the food industry, includes
the wvalue positioning process, a key
marketing concept. At this stage the dialogue
between marketing and research becomes
crucial. The R&D efforts are usually targeted
to design competitive products according to
the company strategy. As a primary source
for new technologies and knowledge, R&D
specialists have to shape and manage the
market trends, to understand customer
evolution and drive the social function of
technology. (Rao, 2005)

Most of the analyzed companies use external
recipes and marketing concepts, developed
by large /global suppliers. This leads to little
involvement from their research
departments. Therefore their internalized
tasks are mostly recipes adaptation,
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production process monitoring, safety and
quality assurance. For Romanian small and
medium sized food producers there is little
chance to develop new specific/dedicated
recipes. Therefore, some new (global) trends
like dietary diversification, anti-aging or
personalized nutrition are not expected to
emerge very soon in Romania.

Low technological capabilities have been
revealed as a major limit in both countries.
Most of the investigated producers have an
average laboratory for monitoring products
quality and food safety assessment. Usually,
they are under the direct supervision and

hierarchical subordination of  local
production managers who have
responsibilities related to: inventory control,
production scheduling, equipment
maintenance, calibration, factory

warehousing, quality control and food safety
assessment. Since the production managers
have different responsibility areas than
marketing and sales counterparts, the
relation between Marketing and R&D can be
cross-departmental only. Therefore the R&D
activities become more operational, focused
on daily monitoring and supervision of the
technical processes rather than dedicated to
innovation and new product development
(Chiru, 2009; 2011).

Internal communication flows and un-
harmonized priorities are the main issues in
the collaboration process between marketing
and R&D in many companies from the
sample. Judgmentally, this status triggered a
non-innovative character of the Romanian
food market, most of the existing products
and their marketing concepts being more or
less replicas of commercial hits from abroad.
Moreover, some sensitive and elaborated
technical details regarding food production
processes are known only by a very limited
number of employees due to the recipes
protection policies of the companies (Chiru,
2009).

This lack of cohesion is deepened by other
issues revealed by this research:
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e The lack of market approach of
technical /R&D specialists; therefore a high
number of research activities and projects
are not economically feasible;

¢ Food technologists are inclined to
underestimate their social and ethical role
being usually unaware about their key
position in the entire commercialization
process (Chiru, 2011), including the
responsibility of using natural ingredients
or preserving tradition and cultural
heritage.

One of the main strengths of companies that
have cross-country activities derives from
their capacity to build competitive advantage
through knowledge transfer across borders.
One of the main points of this study is that
multinational  enterprises  present in
Romania are insufficiently using the complex
mix of location bound and non-location
bound specific advantages. According to
Rugman and Verbeke (2008), the principal
drivers of the corporate specific advantages
are

e The geographic distribution of plants
across the world;

¢ The presence of regional components in
companies’ strategy and structure;

¢ The centralized decision making combined
with local market adaptation.

The majority of the interviewed experts
mentioned that are many similarities
between several newly developed functional
foods (having various raw ingredients like
nettles, maize, carrots or grapes) and some
Romanian traditional recipes, a fact that was
revealed in previous research (Stroia and
Chiru, 2010). Therefore food producers from
Romania could use the local gastronomic
repertoire as a scientific platform to further
design new functional foods. Moreover, some
important attitude and decision factors (i.e.
familiarity and heritage) could be assigned to
the newly designed foods in order to

facilitate their market penetration. The
functional reengineering of the traditional
food could become a future fast developing
domain in the agri-food business, capable to
provide long term solutions to the actual
global

The interviews also measured the innovation
barriers/challenges, according to the
framework proposed in a previous study
(Tylecote and Ramirez, 2006); the main
barriers/challenges for the companies from
both countries are: 1) the novelty of
innovation (how far does a product or
process of innovation requires radically new
ways of organizing its development or
production, radically new technologies,
and/or radically new markets or selling
methods) 2) the need for reconfiguration (to
what extent does the organization of the firm
need to be reconfigured in order to succeed
in innovation), 3) the visibility of innovation
(how easy is it for the staff not closely
involved in managing the development of a
new product or process, to judge what
resources are being devoted to it, and how
efficiently) and 4) the ‘appropriability’ of
innovation  (how the firm can ensure
straightforwardly, for example, by patents).
The majority of respondents marked the
visibility of innovation (3rd challenge) as the
most critical one, being one of the main
factors that determine delays and
performance loss in the food industry.

Some other drivers that could influence the
knowledge transfer between R&D and
marketing and also the overall company
performance occurred from this study: the
low level of industry-wide expertise
(Romania), the degree of employee’s
inclusion through shareholdings and the
pressure for shareholder value (Italy). We
found out that in general, the marketing
employees were much more concerned and
involved in rising the value for shareholders
(especially through driving the return on
investment (ROI)) while the R&D employees
were much more concerned about the new
technologies, but unaware how to use them
in order to increase the shareholder value.



Conclusions

Food companies, in order to be sustainable,
need to undertake a mixed/balanced
approach of global and local/regional
strategies. New foods business, being
exploratory and having a high degree of
novelty, seems to be suitable for the
“balanced” structural organization model (i.e.
structural separation, parallel structures)
that is able to mediate conflicting functions
(i.e. marketing and R&D) at high/middle
management levels.

The examination of the innovation
barriers/challenges in the new foods
industry (i.e. novelty of innovation, need for
reconfiguration, visibility of innovation and
‘appropriability’ of innovation) provided
some guidance to predict how local/regional
strategic choices may drive balanced design
approaches (structural separation, parallel
structures) during the next period. A key
conclusion arising from this research is that
the rapid pace of change in the food industry
requires companies from both countries to
be agile, flexible and eager to continuously
rely on innovation or imitation, by case.
[talian and Romanian food companies should
drive consumers’ propensity by designing
functional foods close to traditional recipes
in order to gain not only functional assets
(health reward and technological risk
acceptance) but also emotional character
(familiarity and heritage). Re-designing the
traditional food by adding bio-active
ingredients could become a key field in the
agri-food business, able to provide long term
solutions to the actual agro-alimentary global
challenges.

This study also revealed the necessity for a
higher level of technological transfer and
lower innovation costs in the EU agri-food
business. It also showed the need to increase
the responsibility of companies’ stakeholders
and their awareness about the new
technologies impact on public health.

This research focused on various specific
operational aspects of R&D and marketing
functions from Italian and Romanian
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companies, provides the basis for a future
intricate analysis at industry-level of the
business strategic profiles/business models
that are capable to drive the development of
new foods in Europe. Further work is needed
to explore the local strategies’ effectiveness
in Italy and Romania and also to explain
through a  quantitative  study the
international patterns of innovation and
dynamics in the functional food industry.
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