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Abstract  

This thesis examines innovation, innovation management and the innovation process 

in SMEs (small and medium enterprises). There are many academic researchers who 

work on innovation management but there are very few studies on SME innovation 

management. The aim of this master thesis is to evaluate of the characteristics and 

obstacles for implementing innovation management in SMEs. The study is limited to 

the airport industry as an example of a customer service intensive company. By using 

case study and survey methods, the thesis analysis new trends of airport business and 

the problems of implementing innovation management in such customer service 

intensive company. Data was primarily collected through interviews, observations and 

questionnaires. Secondary data was collected from literary sources in order to provide 

context and background. The results display the characteristics of SMEs innovation 

management, which in this case for instance concern limited resources, short-term 

strategy and flexible administration management. The results also point out the 

obstacles on SMEs innovation management implementation, for example informal 

process model, low involvement of employees, limited budgets, slow upgraded 

technology and low degree of communications. 
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1. Background 

Over the years, researchers and scholars have paid a lot of attentions to the study of 

innovation management in organizations. In this day and age, innovation is an 

essential factor for maintaining productivity and it is also a strong strategy to develop 

the profitability for customer-oriented firms (Hadjimanolis, 1999; Keizer et al., 2002). 

Innovation management is always a concern, no matter if the organization is 

large-scale or not. It is increasingly becoming an important instrument for firms’ 

transformation when the whole organization is willing to upgrade and reform (Freel, 

2000; Bilton and Cummings, 2010). Generally speaking, innovation management in 

large-scale companies is defined as strategic changes; while for small firms, 

innovation management can be achieved as a huge breakthrough in its true sense. 

While it comes with many opportunities, opportunities are always accompanied by 

risks and challenges, which mean that innovation in most businesses involves taking 

risks and managing unpredictable hazards. On the bright side, we can identify this 

incremental development on innovation management as functionally refined through 

practical experiences and frequent efforts (Gloet and Terziovski, 2004). More and 

more large firms have begun to change competitive strategies in both domestic and 

international markets which lead to a number of SME firms that are under stressed. 

Therefore, the innovation management around SME has turned into the key 

driving-force of organizational growth, as well as the success or failure in businesses 

achievement (Hadjimanolis, 1999; Keizer et al., 2002; Edwards et al., 2005; Isaksen 

and Tidd, 2002; Bilton and Cummings, 2010). There are many academic researchers 

who work on innovation management but there are very few studies on SMEs 

innovation management. Innovation management of SMEs could bring the energy 

into the firms and it is indeed a breakthrough for further long-term development. In 

the case of that, we authors are motivated and inspired. Compared with large-scale 

companies, SMEs innovation management may be developed and applied differently, 

which in turn innovation may grow in other directions. Looking more closely into 
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obstacles of SMEs innovation management could be help such small and medium 

companies to formulate their individual specific innovation advantages; as well as 

cultivating and enhancing their core competitive competences. Few studies may 

provide limited sources for the research, while it is the key motivation of this thesis.   

2. Research purpose and questions  

2.1 Purpose 

Within this thesis, the authors investigate the implementation of innovation 

management in a company with 50-100 employees or less. The purpose is to conduct 

a study on how a customer service intensive company executes and promotes the 

business with the support of innovation management. For this purpose, we formulated 

two research questions: 

a) What are the characteristics of innovation management in SME? 

b) What are the obstacles when implementing innovation management in SMEs?  

2. 2 Limitations 

The study is limited to investigate how to implement innovation management in customer 

service intensive SME, exemplified by a small airport. This research is based on a single 

case study of a developing airport – LIBO airport which is located in GUIZHOU province 

of China. The reason for choosing the present case study is that this company did 

something related to innovation but the results are not as expected. Besides that, this kind 

of airport is different from other international airports; the core competence of such similar 

companies is the customer satisfactions, which is also the key to achieve innovation 

management in SMEs. Hence, it could typically stands for other customer service intensive 

SMEs to some extent. Our tasks are going to explore the issue of innovation management 

in seeking for characteristics, processes and models, which are all utilized to help figure 

out the phenomenon of failure of innovation management. Therefore, the analysis on 

obstacles to innovation management in SMEs is vital of this thesis 
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3. Methodology 

In this section, the representations are going to be some choices of research 

methodologies and problems-solving for the study. We aim at giving overall 

understanding of the research execution and the methods we used for data collecting.  

It begins with the overview structure of the whole research study, and then the 

processed approach applied for this study. Last but not the least, we also provide the 

quality of the research both from reliability and validity. More or less, the critical 

review of method is applied for summarizing as a whole. 

 

This thesis is based on a single case study and literature reviews. First we authors 

formulated the main research questions, and narrowed down three under questions. In 

order to get the information we need, we highly believed that the replenishment from 

scientific literatures on innovation management is essential to verify our analysis 

more reliable and feasible; so that we searched articles on innovation management in 

SMEs and some related findings such as models, techniques, and process designs of 

innovation in SMEs. Profound understanding of this company’s status is made by 

devising interviews with several top managers and personnel. And then we arranged 

some interviews with two managers of the case company and one CEO of CAAC in 

China, as well as a questionnaire sent around employees.  

 

3.1 The scientific perspective 

In considering the problem-solving of scientific writing, there are many different 

ways, but it is difficult and critical for requiring specific parts. Lekvall and Wahlbin 

(2001) have proposed the U-model for thinking of the process in scientific way which 

was classified into nine steps. See the Figure 1 showed below:  
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Figure 1. U-model.  

(Lekvall and Wahlbin, 2001, p. 183) 

 

It is obvious to see that the first and important step is to get well-known of the topic; 

the background of innovation management development is one of the significant parts 

for we authors make the choice of what specific area that we are willing to do the 

research. For sure, the background of current situation of our topic also assists to 

define the purpose and research questions which are the core of the whole research. 

The researchers then conduct some relevant theories and the methodology is going to 

answer these problems by collecting and analyzing data from abundant sources; and 

both primary and secondary data should be trustful and reliable. The conclusion is the 

summary of the findings by discussing and analyzing; and directly related to the 

problem solving of the purpose. It may appear “new” problems which are indicated 

from the previous studies, while some recommendations could be defined in the final.  

 

Simply speaking, the figure 2 is the five steps of research process model (Stuart, et al., 

2002, p. 420) which has listed much more briefly.  
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Figure 2. 5 steps of research process model 

(Stuart, et al., 2002, p. 420) 

 

3.2 Research strategy 

Many researchers have proposed similar views of research strategy. According to 

Biggam (2008, p. 91) there are seven particular scientific strategies in the research: 

Case study, survey, experimental, historical, action research, grounded theory, 

ethnographic research. While Saunders et al. (2001) pointed out eight main strategies 

of research: experiment; survey; case study; grounded theory; ethnography; action 

research; cross-sectional and longitudinal studies; exploratory, descriptive and 

explanatory studies. The common ground of this point of view is the case study is one 

of the important and regular strategies that most researchers make full use of. And in 

this research, the main strategy we applied is case study of LIBO airport – a small 

company under 100 employees. We speculate there are respectable dimensions of 

challenges and risks and a number of distinct disparities throughout the comparison 

between case company and other airports. That requires the profound understanding 

of case study while the grounded theory we use for most of research studies.  

 

3.2.1 Case study 

It is well-known to all that when we face with something we are not so familiar, we 

first put our hands to understand the current situation and historical pasts of the real 

life perspective. For the moment, critical speaking, case study is always being 

considered when researchers happen to discover the questions as “why”, “what” and 
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“how” (Voss et al., 2002; Yin, 2003). It has been argued case study is a practical 

strategy for research that involves the empirical investigation of a particular 

contemporary phenomenon within its real life context using multiple sources of 

evidence (Robson, 2002). In addition, case studies will always show different 

peculiarities and characteristics (Yin, 2003). This research paper is all about the 

innovation management execution development is SMEs, throughout the case study 

which conducted by the comparison with general theories and other literatures’ cases. 

It is all about investigating the challenges and risks that nowadays small companies 

are facing with and examining what a small company should take into consider for 

developing business. For this all above, in this research, the typical and specific case 

study is the most preferred and adopted. To make it logical and clear, the overall 

research method is the single case study used for carrying out the practical research; 

the other methods we used is for collecting data and expected to analyze the sources 

gathered. The good thing about the single case study in this research is the totality. It 

could drive the overall focus on one specific concentration, which means the issue of 

the research is particularly defined. The method of case study can study the whole 

process of a certain organization (Kawulich, 2005). The weakness of single case study 

is that makes a few individuals as the object of study, but this do not exclude the 

research results to the general situation; while the result does not rule out the 

possibility of comparison between the case in practical application. Case study task is 

to provide a report for the judgment of experience, and to provide the basis for 

judgment. Yin (2003) has stated that a research design is the logical links with the 

collected data and the conclusions associated with the premier question of the study. 

Therefore, the research questions are carried out after profound investigations and 

understandings of case company, and the questionnaires about awareness of 

innovation which send out around employees are designed to follow the theory. As a 

result, the comprehensive research of innovation management is gained after all. The 

aim of case study is to specifically analyze the obstacles in SME. 
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3.2.2 Survey 

More or less, we also conducted some useful sources and data from survey. It is 

applied by quantitative information and Walliman (2005, p. 275) has claimed it 

depends highly on the sampling and asking questions to interviewees, throughout 

questionnaires, interviews or observations. It is a representative choice of researchers 

when the research comes to estimate the population of the specific type of field 

(Biggam, 2008, p. 94). The method of survey can provide the primary data for the 

study and the data will reveal the inherent contradictions in the organization (Yin, 

2003). We authors designed the questionnaires (see Appendix) and the questions in 

this survey are formulated based on the literature reviews (see next chapter 3.3.2). We 

sent them to our case company. All of the questionnaires are distributed and returned 

feedback by the contact person. Even so, the amounts of information were indicated 

from the results and we collected them to achieve our aim. We sent out 70 

questionnaires, receive 67 papers back, there are 5 papers have many question are not 

fill out, so we decide those questionnaires as invalid. In order to calculation the result 

easily, we only choose 60 papers randomly to do our research. So the rate of return 

valid usable was 88.57%. This method will use that data to explain the problem the 

SME faced up with. 

 

3.3 Data/source collecting 

As long as the research strategy has been chose, a method of collecting data should be 

called for right away (Biggam, 2008, p. 101). Researchers could use more than one 

methods that Biggam (2008) provided are sampling, secondary data, observation, 

interviews, and questionnaires. Innovation management in SMEs is not always as 

complex as the large enterprises, but it is often without clear boundaries. The world is 

full of potential data (Walliman, 2005, p. 275). We authors are interested in those data 

which are relevant to the research problems. We first look and collect the pure data 
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and sources from literary search (secondary data). And then historical studies of the 

topic, the gathered results of interviews and questionnaires (secondary and primary 

data) are at the quest. More than one technique were used in the research, and what 

we got is the triangulation results, it means different sources and data make the range 

of views much broader and reach the all-sided information (Geertz, 1973). This 

section is time - consuming; while the key is to get the precise information and the 

reliable data and sources. It is a research that combines the theory (from the literature 

reviews) with the practice (from the collected data, such as interviews and 

questionnaires).  

 

3.3.1 Secondary data 

In terms of secondary data, it comes from a wide rage searching. The university 

professional library is happened to be the most valuable beginning point for this 

information seeking (Walliman, 2008, p. 51). The library of Gävle University has 

provided access to a broad scope of materials. The varieties of documented sources 

are research studies, reports, books and academic theses. In this study, in order to 

enrich the information, books, scientific journals, web-pages and academic articles are 

all used. The major objective is to review the historical studies for getting well-known 

of the development evolution of innovation management, simply speaking, this 

process is to understand the past, present and prepare for the future. Key words are 

significant for searching on databases.  

 

In this research, the selection of literatures is significant. Critical speaking, the 

academic journal searching were divided into several steps. At first, 22 scientific 

articles were found by typing “innovation management in airport”, there are numbers 

of scientific journals showed and we picked up these articles which considered more 

about the implementations of innovation management in airport on comparisons and 

case studies; after that we authors realized that it is so restricted that only the narrow 
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sources cannot fulfill the research study, so we changed the key words into 

“innovation management characteristics” for information acquisition. There are 5011 

results found in Emerald and 1,590,000 from Google Scholars. While these results are 

so wide with a large range that it is not easy to focus the subject. So only few articles 

were chosen which mainly present the theoretical knowledge and I think it would help 

me to identify the definitions on the subjects and establish the structure the theory 

with logical thoughts. In additional, in order to narrow down the thoughts, we focus 

on some comprehensive articles which contain integrated descriptions with theories, 

comparison and case studies by reading through the abstract and the key words.  

 

Abundant literature reviews are conducted at the basis of libraries, archival searching 

and internet databases. It is the theory foundation of this research.  

 

3.3.2 Primary data 

Primary data is the means of the data source does not even exist before the research. 

Saunder, et al (2001) presented that interviews and questionnaires are good at 

accumulating valid and reliable data which are related to the research questions and 

aims. We arranged several interviews with 3 managers of the case company, and sent 

out questionnaires around employees for the case company. Both interview and 

questionnaire are in Chinese for better communicating and then developed into 

English in the research.  

 

Interviews and observations. The use of interview makes the research flexible for 

asking constructive questions to professionals. Two types of interviews are stated by 

Walliman (2008, p. 284): face-to-face interview and telephone. Due to the distances 

and time matters, telephone interview is available for us. This kind of interview can 

avoid the troubles of travelling (Saunder, et al 2001) while it also has the limitations, 

for example, the time of interview should be occupied the interviewees’ private time 
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after working; sometimes the interview must be interrupted by some necessary 

reasons; because of communication tools are not in a good quality or network signal 

interference. It is essential to speak loudly and slowly to improve the voice quality. It 

is not as quickly as the face-to-face interview, so we held a video interview with 

contact person once in order to complement some valuable materials by observing 

office conditions, surroundings, interviewee’s acts and expressions to demonstrate 

opinions through visual sense.  

 

Questionnaires. When it comes to problems, people always ask questions for answers. 

Questionnaire becomes increasingly significant around researchers and scholars and it 

regards a very flexible tool for the research study (Walliman, 2008). It calls for the 

deep understanding of the research questions and purpose. A well-designed 

questionnaire is an effective tool which can gather the brief essential information and 

gain the multi-perspective results fit for the objective of the research. As for devising 

a questionnaire for this research, the questionnaire is formulated in full-structured in 

case of the data from respondents are easily integrated. The questionnaires is 

constituted of 9 mainly question, there are 10 small deep under questions in question 

9, the options are classified into five different degrees from shallower to the deeper. It 

starts from a direct visualized question (question 1-8) about the awareness of 

innovation management for the respondents. And then the following questions are 

more alike implemented progressively. This questionnaire aims to be simple, clear 

and practice and the type of our questionnaire is semi-structured. All the questions are 

formulated on the basis of literature reviews. The single choice question 7 and 8 are 

the core questions in this survey. For instance, question 7 involves the biggest 

challenges or obstacles on implementing innovation management and according to 

Rothwell (1994), regulations and rules are the best way to operate and control the 

whole organization. As well as Bodin (2000), innovation management deeply needs 

establishing official policies regardless of the company is large or small. As far as 

authors concerned, SMEs are not as formal as large companies, they are in the low 

integration degree with intensive management layer, hard to say the structured 
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policies; therefore we formulated the first option of this question. As for the second 

and third options are conducted from Bodin (2000) presented that SMEs management 

is flexible, however, innovation management in SMEs is in wanting in more 

communications and coordination between top management and people who are 

going to perform in innovative activities; the more they communicate with each other, 

the more positive and negative suggestions they figured out; that could enrich the 

experiences on such innovation management conceptions. Dallago (2000) and Mosey 

(2003) argued innovation management brings new creations and ways into SMEs, so 

we authors conclude this opinion into the forth options. All above are the theory 

foundations of the question 7 literately. As for question 8, the profound research of 

Drejer (2002) indicates some knowledge on technology innovation which is 

significant as well. With the development of high technology and advanced 

improvement, the people who are involved in the innovation management can be 

much more creative; in addition, technology can help a management to develop a 

reformation; what is more, it is always the backup power for a company. Hence we 

authors thought technology is very important on implementing innovation 

management in SMEs, and it could influence the whole innovation management 

perception in a huge amount. 

 

The figure 3 is the design of the questionnaire; it indicates our thoughts by implying 

the feedback from respondents. The design of this questionnaire is in order to get the 

thoughts from employees about innovation management in the case company; to find 

out how does the case company implement innovation management according to the 

employees’ interactions. The feedback of this questionnaire depends very much on the 

respondents’ own opinions. In case of the case company is in such a small-scale, most 

people always have more than one responsibility and in different positions. It has been 

sent to both technology and administration department, which are the main vital parts 

of the case company in order to comprise more employees.  
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Figure 3. Questionnaire design thought 

 

After retrieving the feedbacks, then we calculated the percentage of each option of 

each questions. It seems simple but these primary data are significant to influence the 

analysis of research study. Hence, the quality of the questionnaires needs to be taken 

into account with the resulting data analysis process. 

 

3.4 Data analysis 

Data source is all around us, even a little tiny thing can lead to a huge collection of 

data (Walliman, 2008); therefore, in a research, the analysis of data is one of the 

indispensable sections. The reasons for data analysis are obviously imperative for an 

academic research; the main task is to measure, forecast, test the hypothesis in mind 

and conduct the comparison (Walliman, 2008, p. 301). This research starts with a 

structured analytical strategy. Both quantitative and qualitative analyses are used in 

the research. Referring to Biggam (2008, p. 86), quantitative at the simple level 

implies the research corresponding to the quantities and measurements, for instance in 

this paper, the number of people have taken part in the questionnaires and interviews; 

the calculations of the questionnaires results and data collections are all concerned 



                                                                                           
13                                                                                           

with this kind of analysis. The quantitative analysis involves the probability of the 

success on innovation management execution in the case company. We authors use 

the statistic approach to carry out the quantifiable data in order to conduct the trends 

that lead us to the positive thoughts and get the grounded information. While as for 

qualitative research and analysis, it is linked with exploring deeper analysis rather 

than quantitative method. Denzin and Lincoln (1994) have argued that the qualitative 

research refers to consider ‘things in their natural settings, attempting to make sense 

of, or interpret, phenomena in terms of the meanings people bring to them.’ Keep it 

simple here, the quantitative research provides answers to “how” whereas the “what” 

question is figured out by qualitative research.  

 

3.4.1 Quantitative analysis 

As the name implies, quantitative can be explained with numbers, amounts and 

qualities. It is distinct to find out that the data that should be analyzed must be 

quantitative in nature (Leedy and Ormrod, 2010). The properties of data refer to the 

statistic measurements in this research, regardless of complicated mathematical 

calculation process. It helped us to understand the various data and clearly illustrate 

the statistics that we expected for. The survey we did like questionnaires is utilized 

the way of quantitative approach. The systematical gathering, collecting and 

calculating of the questionnaires is the process we did by using quantitative way. 

 

3.4.2 Qualitative analysis 

As stated above, qualitative analysis is ready to answer the “what” question which 

concerning to generate new concepts and theory; or discover the future of some 

studies (Yin, 2003). Differs from quantitative research, qualitative analysis cannot be 

obtained by standardized and measurable approach, it links to the historical 

descriptions, grounded theories, preliminary analysis or summary of the data 
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collection. It is obviously to see that the interviews and observations are conducted by 

qualitative approach and analysis in this research.  

 

3.4.3 Summary of data collection and analysis 

It is evident that the process of collecting and analyzing data is a circulate work. It is a 

circle needs consistent patients to investigate changes or create something new 

relevant to the research area. Figure 4 is the analysis cycle graph shows the collection 

and analysis may not just happen once (Walliman, 2008, p. 321), this complicated 

process demands high concentration and professional focus.  

 

 

 

Figure 4. Collection and analysis cycle 

 

3.5 Quality of research 

The last part is in a great importance in a research. Validity is used to test the 

rationality and measure the data logical and reasonable or not. While reliability 
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estimates the information or the data whether give trustful and reliable results 

(Saunder, Lewis and Thornhill, 2001).  

 

3.5.1 Validity 

Yin (2003) classified validity in details. Construct validity is for defining the right 

answer for the question (Yin, 2003, p. 40); internal validity refers to establishing 

unfamiliar relationships to make a trend to other events. The strength of these 

relationships is estimated by readers (ibid.). External validity assesses the authenticity 

of the findings and conclusions, whether it is generated from actual case studies 

(ibid.). Over all, Lekvall & Wahlin (2001) argued that validity stresses whether the 

asked questions were right or not. The U-model stated in the section of scientific 

perspective leads the whole paper in order; some other figures are clear and easily 

understand for readers to get well known of the thoughts in mind. The sources and 

information we authors got are from accurate databases such as Science direct and 

Google Scholar. Moreover, the single case study gives the specific and accurate 

information while particularly defined the main issues. 

 

According to Lekvall & Wahlin (2001), external validity refers to general and 

representative results. In other words, is refers to whether result can be extended to 

other subjects experiment outside the object, or other circumstances beyond the 

experimental situation; which also means if the accuracy of the conclusion is general 

or not. Within this thesis, we authors examine the data and sources we collected from 

questionnaires and databases twice; and in case of this is a single case study, in order 

to improve the external validity, we recorded the interviews with notes and sound 

recorder; worth to mention, the results of send-out questionnaire are the random 

selections, so we chose respondents in different education background, gender, work 

time and current occupations. All these above are in order to improve the validity. 
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3.5.2 Reliability 

On the basis of Yin (2003), reliability of the similar findings and conclusions would be 

fulfilled for other researchers to do the research once more. We defined the purpose of 

reliability is to prevent the biases and subjectivity happening; whereas minimize the errors 

on data collection and calculations. Taking the suggestions and comments from supervisors, 

carefully recorded the interviews are essential to this research. There is a limitation which 

may rarely influence the judgment, but it is worth to mention that the language would 

misunderstand. Due to the case company is located in China and most of the interviewees 

are local people, the communication processes are in Chinese while then translated to 

English. It may causes tiny differences but we have tried our best to get rid of such 

narrative mistakes and misunderstandings. 

 

3.6 Critical review of the methodology/Restrictions of 

research methodology 

Within this research, there are some limitations when we chose the methods. First of 

all, we did several interviews of the case company, as it is the study of qualitative 

analysis, which means the answers always influenced by the personal feelings and 

cognitions of the interviewees’. More restrictions are because of the single case study 

(Yin, 2009). Even though there are some embedded cases provided, the single case 

study was investigated in the specific region that cannot guarantee or represent all the 

similar kinds to some extent. Besides that, the investigation range of the 

questionnaires is limited. Due to the case company as a small company which is under 

100 employees, the education levels are different; people also have compliances about 

so many things. It may cause some misunderstand and reflect the researchers 

subjective estimation. Last but not the least, in general all the surveys were conducted 

in researchers’ and interviewees’ mother languages, because it makes the survey in a 

fluent communication. After that, the researchers translated the native language into 
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English. It seems clear while there might occur the lack of transparency (Yin, 2009). 

Some data and sources are less visible and reliable to the readers. The consequences 

for the findings are the researchers’ opinions might be affected which leads to the 

results can also fluctuated by researchers’ subjective explanation and some biased 

judgments of interviewees’ answers and respondents’ feedbacks (Bryman and Bell, 

2008).  
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4. Literature review  

4.1 Part 1 - Definitions innovation concepts 

This section describes some related definitions of the topic.  

 

4.1.1 SME 

SME is the abbreviation of small and medium enterprises, it means the scale of 

operation is small, the number of the employees and the turnover are not too much, 

and such enterprise is usually composed by a single individual or a minority of funds. 

Therefore, the owners often directly manage the company without interference by the 

outside world. Different areas or countries define the SME have different standard. 

Such as Taiwan, the paid-in capital of manufacturing, mining industry and 

construction Industry cannot be over more than 80,000,000 NTD; the number of 

employees should be controlled fewer than 200. But in other service industry, such as 

wholesale and retail trade, accommodation and catering trade, transportation, 

warehouse and telecommunication industry can not hire more than 50 people. While 

the definition of European Union is formulated the employees’ amount should under 

250 people (Yang, 2002).  

 

The development of case company is base on the economic background of China, 

Small and medium enterprises in China is an important part of the national economy, 

these kinds of companies are playing an irreplaceable role for the rapid growth of the 

national economy and absorb labor obtain employment. Generally speaking, it is the 

important strength to promote China's economic and social development. However, 

we can figure out clearly, that in general, there are too many problems still live within 

the management of the SME. For example, the low level of management, mainly for 

management concept and knowledge of basic management; the operation ability of 
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the organization are poor etc. How to get the effectiveness from the management of 

SME?  In order to change the mode of economic growth, it is advisable that from 

internal exploration and improve their benefits. In details, it means to strengthen the 

management of small and medium-sized enterprises, aiming at improving the product 

or service quality; promoting technology innovation; and increasing economic 

benefits (Rothwell, 1994).  

 

4.1.2 Large enterprises  

As small and medium-sized enterprises, the standard of divided large sized enterprise 

by number of employees, income of product sales gross and total assets are the basis. 

Referring to the standards of and various types of enterprises in some countries 

accounts for the proportion of the total number of enterprises, combined with Chinese 

actual situation, Qin(2007) claims that Chinese large-scale enterprise standards are set 

as follows: three indicators of industrial enterprises at the same time achieve the 

number of employees in more than 2,000 people, the income of product sales more 

than 300 million RMB, total assets more than 400 million RMB can called large 

enterprises. Among them, the very large enterprise standards as the annual sales 

income and total assets were 50 billion or more, in the rules of large enterprise, it is 

special that Pilemalm (2002) to present two concepts:  

 

Design capacity: refers to production of new construction, expansion or technology 

issue, design plan and technical design documents required by production capacity.  

 

Investigation ability: the design issue of technological innovation, product capability 

has exceeded the original design capacity, or due to geological conditions and design 

conditions is change, the competent organs of the organization less than the original 

design capacity, under the leadership of the enterprise, company has capacity to 

re-check and the production products approved by the competent authority. 
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The standards require that single product industry needs to divide by production 

capacity or investigation ability, however,  product variety industry, difficult to 

divide by production capacity needs divide by produced with the value of fixed assets 

(upon presentation on the annual financial accounts data) as the criteria for the 

classification, except for special provisions. 

 

The complexity and diversity of the large scale business is to bring special challenge, 

especial to diversified business enterprise groups (Freel, 2000). The development of 

large enterprises from the perspective of strategic planning can explore how to break 

the traditional section boundaries to achieve the optimization of the Group's corporate 

resources, while strengthening the Group's corporate headquarters functions and 

regulatory capacity; from the perspective of strategic innovation to explore how to 

find the source of innovation to nurture, to expand, manage and sustain growth; 

explore the various departments of the enterprise from a financial point of view how 

to implement management control and performance evaluation, and introduced the 

forefront of economic value added ideas; to explore the art of leadership from the 

perspective of human resources, company culture and change management; to 

investigate if effective use of the market and control potential risks by the financial 

point of view (Vossen, 1998). 

 

4.1.3 Innovation  

Innovation can broadly be described as the implementation of discoveries and 

interventions and the process by which new outcomes, whether products, systems or 

processes, come into being (Gloet and Terziovski, 2004). Innovation as a conceptual 

process includes new idea and new invention. With the updated business world, to 

create new things and change all can explain innovation. Innovation in economic, 
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business, technology, and sociology and architecture research in these areas has a 

significant component. In the daily life, it can be often used. The word "innovation" 

means the outcome of the reform (Welsh and White. 1981). Reform is seen as the 

main driving force of economic development, factors that promote innovation is seen 

as essential. American economist Schumpeter (2009) sum up the concept of 

innovation is introducing new factors of production and production conditions of the 

production systems. It consists of five conditions: introduction of a new product, the 

introduction of new production methods, opening up a new market, access to a new 

source of supply of raw materials or semi-finished goods. Chinese economists, Fu 

(2010) is defined innovation as the potential profit opportunities for entrepreneurs to 

seize the market for commercial gain as the goal, it is a new methods of production 

(process), open up new markets, new raw materials or semi-supply sources, or create 

a new business organization, which includes a series of technological, organizational, 

commercial and financial activities of the integrated process. Innovation is not easy, 

first, innovation means change, the so-called new meteorological, new brand, are tell 

a "change"; second, innovation means to pay, because of inertia, there is no external 

force is not possible to change, the external force is the innovator should pay; third, 

innovation means that the risk, we often said: the return of the innovation may be a 

failure. Marxt and Hacklin (2005) proposed that the innovation involves the terms that 

have to create new ideas so as to develop new products or adapt something new to old 

products. Sometimes it is tricky to master the key concept of innovation, while it 

needs research to find to method to innovation. 

 

4.1.4 Innovation and innovation process model 

According to different researchers’ opinions on this objective, there are several points 

should be included in the innovation design process of SME. Larsson (2001) posted 

the innovation process is a progress of learning when people have already gained the 

competence and the motivation to develop something new. Janhager et al. (2002) 
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found out that in the small company, there is no formal innovation process design 

because of the scarcity of resources and systematic structured management. While 

small companies are on the way of making full use of techniques as a support (Scozzi 

et al., 2005). At present, the innovation design process is still poor and weak; it needs 

managerial and clear guidance to lead (Moultrie et al., 2007), like the professional 

expertise (ibid.). It also calls for the formal systematic method (Meyer, 2002) and the 

substantial feedback from customers (Guimarães et al., 1996).  

 

It is imperative for any firm to have an innovative process and model for future 

market. When we come to this question, consequently, another new question is 

approaching – what is innovation process and model? The newness demands to be 

introduced or pre-existing wants to be improved by innovation implementation, which 

requires the classification and process identification.  

 

 Innovation process 

The actual process and its activities are neglected and only the input and output are 

compared and examined (Edwards et al., 2005). A very common way to define the 

innovation process is to make it as simple as it can be (Davis et al., 1985). Innovation 

processes should be risky, highly complicated and hard to make it proper (Audretsch, 

2001). Bessant and Tidd (2007) present a model of innovation model which is showed 

below.  
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Figure 5. Model of the innovation process (Bessant & Tidd, 2007). 

 

This model can be utilized in different areas that so many researchers have probably 

make use of. Differs from large and small companies, the model could be an abstract 

and help to organize the innovation process on an advanced level. It seems simple to 

implement into practice, and easy to capture the innovation process. As for designing 

innovation process,  

 

There is a regular model carried out by Cross (2008) which can be combined with the 

model of Bessant & Tidd, (2007) for designing process and provide detailed measures 

for implementing and auditing innovation.  

 

 

Figure 6.  Four-stage Model. (Cross, 2008) 

 

4.1.5 Innovation management 

To survive in the new competitive environment, no enterprise can afford to stand still 

(European Commission, 2002). Innovation management is an essential element of 

innovation in the modern economy. Enterprises are often composed by the production, 
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procurement, marketing, services, technology research and development, finance, 

human resources management and other functional departments, thus, the innovation 

management of enterprises covered by these departments, business innovation, 

including product innovation, production process innovation, marketing innovation, 

company culture innovation, enterprise management innovation. Tidd and Bodley 

(2002) stated that innovation management is defined as the process of designing new 

ideas and organizing them into widely practice. The researchers also give four types 

of innovations, which are: product innovation; process innovation; position innovation 

and paradigm innovation. This thesis focuses on paradigm innovation, but it is also 

likely the other three innovation type. 

 

According to the literature, innovation management needs to be directed at products, 

markets, production competencies as well as administrative competencies 

(Tomala.Séméchal. 2004). The process of innovation management is very important 

and it means managing the process of utilization on turning low efficiency from high. 

There are many aspects will be shown by innovation management (Lower, 1995): 

 

 Market demand innovation:  

1. Extend the range of the product market; a kind of products is already exists in 

other areas, but to some place it does not appear, it has the potential market 

requirement.  

2. Occupy a new product market; through the market analysis and forecast the 

potential demands of product, promotion the product in time.  

 

 Technologic innovation refers to create and apply new knowledge and technique 

for making valuable profits, which through new technologies development and 

get the widespread used. It provides new thoughts and ideas; it is also improved 

through innovation process and recovery techniques; while most innovation 

management is changed by the marketplace, as long as technology is changing, 
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the innovation management is changing with the technologies’ upgrade. There are 

three main ways (Drejer, 2002):  

1. Independent innovation; 

2. Introduce innovation; 

3. Cooperation innovation 

 

 Management innovation. In this innovation process, not only including the 

market demand and technology innovation, but also including the enterprise 

culture, quality of service, organizational innovation and other aspects. 

 

Company culture has a significant impact on innovation behavior. So as to implement 

innovation, the company has to create an environment to enable employees to get 

involve in. On the country, the big companies, the smaller one is more dynamic and 

usually can raise more ideas and innovation, but small companies do not have 

sufficient human and financial resources to open large-scale innovative projects. 

Therefore, small companies need some way to improve the business culture for 

innovation. 

 

4.2 Part 2 – Previous related studies  

This section shows some previous studies in this field.  

 

4.2.1 Characteristics of SME and SME innovation 

In this research, the case company is under 100 employees. This section is going to 

introduce some characteristics of small – medium sized company. Compared with 

large company, the SME have intensive management layer which means easily 

controlled, while the material advantages are not as rich as large company (Rothwell, 
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1994). That means that the small companies are lack of resources, but to some extent, 

more flexible to manage than large company, because of the low bureaucracy and 

sufficient communication internally and decision making (Adams, 1982; Cannon, 

1985; Vossen, 1998). On the country, large company has the traditional high 

hierarchy to restrict people’s actions (Pilemalm 2002). In addition, small company are 

not as formal as large company with unified theme to require employees (Bodin, 

2000). And the integration degree is quite low because of some informal structure. 

Therefore, the lack of coordination and communication to set up a formal strategy is 

the core point for SME (ibid.). As for some professional tasks, the large company 

could achieve and perform well to make more profits; small company due to the 

scarcity of expertise, sometimes the benefits cannot be fulfilled as well as the former 

(Freel, 2000). Even if SME is flexible, Moultrie et al. (2007) proposed that the 

nowadays within the highly uncertain atmosphere, SME cannot survive for a long 

time. To sum up, compare with large company, the obvious characteristics of SME 

are:  

- Lack of recourses 

- More flexible but informal 

- Lack of expertise 

- High level of uncertainty 

 

Lofqvist (2009) summarized four main characteristics of small company innovation 

by conducting lot of literatures of other researchers. The first one is proposed by 

Adams and Walbank (1983), which is the product innovation, is the most common 

innovation. Like we mentioned above, no matter the new product or the pre-existing, 

it calls for innovation to introduce into nowadays market. The second one is 

customers and competitors are the most valuable sources for SME innovation 

(Hartman et al., 1994), they can bring benefits and challenges to stimulate the 

company moving forward. The third one is with limited sources, SME can only utilize 

existing technology in different way to be creative (Dallago, 2000; Mosey, 2005). The 

last one is innovation seems to be the core way to make small company keeping alive 
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under the huge extrusion from large company. SME is becoming lost from day-to-day 

activities (Bodin, 2000; Pilemalm, 2002).  

 

4.2.2 Obstacles for innovation management in SME 

To sum up, the existing obstacles of SMEs innovation management are mainly 

reflected in the following aspects. 

 

The first is financial obstacle. The fundamental reason for the financing of small and 

medium enterprises is the lack of a favorable financing system, its performance: the 

single financing channel. Compared with large enterprises, SMEs are difficult to 

obtain government funded project, mainly rely on market financing (Audretsch, 2001). 

A major source of financing is bank loans. Due to the small and medium-sized 

enterprise asset quality, the overall scale and anti - risk ability is relatively poor, so it 

is difficult to obtain a loan guarantee, or get a loan from the bank. Medium-sized and 

small enterprises financing cost is high (Dallago, 2000). The small and medium-sized 

enterprise loan amount of small, high frequency, increasing the bank’s management 

cost, for profit considerations, banks is reluctant to lend to small and medium 

enterprises, deliberately raise the threshold, additional obstacles (Schumpeter, 2009). 

 

The second is the risk of disorder. The innovation process is accompanied by 

corresponding risks, such as financial risk, the need for new technology and product 

testing activities in the cost of capital will cause certain burden to the enterprise; small 

and medium-sized enterprises will be very difficult technical achievements to mass 

market, the return on investment (Mosey, 2005). Due to the lack of independent 

intellectual property rights of technology and products, small and medium-sized 

enterprises in the long-term market followers and laggard status, imitation, profit 

margins and market space more and more narrow, it was eliminated (Hadjimanolis, 

1999). Another kind of disorder is emerging among people who are involved in the 
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innovation management of the organization. The management of SMEs is flexible, 

which means communications and coordination are significantly necessary in order to 

keep positive improvements of innovation activities (Bodin, 2000). 

 

The third is information obstacles. Small and medium-sized enterprises are difficult in 

technological innovation activities because of the lack of resources and the necessary 

mechanism (Freel, 2000). The lack of information will hinder technology innovation 

of small and medium-sized enterprises, especially the serious lack of technical 

information and market information (Lower, 1995). The main problem is the lag of 

technology market is not developed and the intermediary service system construction. 

Drejer (2002) suggested to develop technology innovation to make people involved 

more creative; to prepare the technology in future support; as well as technology 

could reform and change the old management system into advanced level. 

Information service institutions at present in small numbers, the professional level is 

low, single function, poor coordination degree of each other, makes the enterprise 

lack the necessary and the formal channels of information, unable to get available 

information (Marxt & Hacklin, 2005). Such a large number of research results of 

research institutions and universities hand idle; on the other hand, a large number of 

small and medium enterprises also suffer from a lack of scientific research results can 

be used to carry out, is not conducive to the technology innovation activities (Lower, 

1995).  

 

The fourth is the legal and policy obstacles. At present, China's lack of a sound legal 

system to encourage technological innovation of small and medium-sized enterprises, 

intellectual property protection of small and medium-sized enterprises face difficulties; 

the current fiscal, taxation, financial policy is not for the innovation of small and 

medium-sized enterprises to provide help (Diao, 2010). The development of small and 

medium-sized enterprises in western countries and the government supports the full 

range of close. According to Rothwell (1994), the structured rules are the “core 

guarantee” for controlling the organization. Such as the United States of America in 
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the 1982 by means of legislation of SME technology innovation main body status was 

determined, technology development and innovation and financial support, 

preferential policies of tax incentives for small and medium-sized enterprises (Adams, 

1982). All above can be defined like Bodin (2000) argued that the realized 

implementation of innovation management is closely dependent on the formal policies 

and regulations, with the restrictions of these policies, the implementation would not 

lose control. 

 

4.3 Summary of literature reviews 

To sum up, innovation is ability to comprehensively conclude all kinds of ideas to 

establish a unique relationship, which it also can stimulate the creativity of the 

organization and develop new ways to solve problem. The innovation management is 

to organize the creative ideas and transform these ideas into useful products, services 

or methods of work. The organization is full of creative thoughts that can make the 

solutions much more sufficient. Simply speaking, Innovation management refers to 

the enterprise can utilize new management elements (such as new method, new model, 

etc.) to integrate the enterprise management system in order to make more effective 

and achieve the goals. In this research, we authors follows two innovation 

management models, one is Bessant and Tidd (2007), and another one is Cross 

(2008). 

 

Compare with large enterprise, not only the number of staff, the scale of operation, 

the SME is relatively in small economic unit. Different countries, stage of economic 

development and business, which cannot make a standard for SME. There are some 

specific characteristics; in the production part, it is always small scale, less investment, 

shorter construction period. To face with the market, SMEs always has strong 

adaptability, with flexible mechanism and extensive business scope. However, in such 

dynamic economical changing market, it also has emerged some obstacles in SMEs, 
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such as high costs leads to the high difficulty to achieve profitable benefits; limited 

budgets; low level of technology utilization and supports. The existing obstacles of 

SMEs innovation management are summarized into four parts: financial obstacles; 

risks of disorder; information obstacles; and legal policy obstacles. Our intention is to 

use a case study to further analyze and validate these obstacles and eventually identify 

additional obstacles.  

5. Findings  

5.1 Background of Airport development in China 

5.1.1 The historical development 

Over these decades, airline industry all around the world develops rapidly; especially 

China, under the huge pressure of fierce competition from international market, as 

well as the large amount of customers; most important, the airline industry of China 

has become one of the most forefront position like America, Japan, United Kingdom 

and Paris of France in this area (Diao, 2010). However, the nowadays achievement is 

based on the long-term designing, constructing, measuring and ameliorating. This 

section mainly focuses on reviewing the historical development of China airline 

industry.  

 

We can identify the development of airline industry has four significant time periods 

(Diao, 2010) which indicate the historical turning point of transformation. The 

diagram1 showed below describes the historical development of airline industry. This 

diagram is created by authors in order to make readers easily understand throughout 

simple visualized lines and flexural waves.  

 

 

 



                                                                                           
31                                                                                           

 

Diagram 1. Historical development of China airline industry 

 

It is obvious to see that the fluctuation during the year 1949 to 1978 is keeping stable; 

people in this field always say there were only 36 airports in China, and limited 

facilities were poor and seldom could be used. This period is the lowest time point of 

Chinese airline. After 1978, China has been through a great revolution in the history 

and it is called “the reform and opening-up policy”. Since 1979, China has entered 

WTO; so many concepts have been promoted. People began to accept global 

perspectives to consider problems and learn from other successful examples. 

Objectively speaking, the level of China airline industry was not as higher as some 

developed countries at that time, the technology and the other useful sources were still 

quite weak and poor. While China at that time has confronted a huge challenge which 

is to introduce some progressive equipments and advanced ideas to adapt into 

establish new model airport structure for itself. The fact is this achieved great effect 

and people defined this period as “the first breakthrough” of airline industry of China. 

Based on the last breakthrough, in the rest five years, the overall development is 

improving by adapting and consolidating the construction of existing airports. The 

second breakthrough happened in the 1990, it is also a peak period of this historical 

development which has laid the profound foundation for today. The government has 

invested almost 100 billion RMB on basic installation and technical transformation. 

On the other hand, more and more small-medium sized airports have emerged at this 
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point. The establishment of new airports and the huge capital investment for 

improvement are the main tasks and both the goals have been fulfilled comparatively. 

The out-dated situation of poor and weak construction in the past has turning into a 

new prospect; and met with the needs of the China air transport development; 

moreover, the economy have been increasingly growing. While in the 21st century, 

the economic development of China is on the track of high-pace growing. The 

national economy is rising with a high speed development; the airport demands are 

highly active. At the same time, in order to adapt to the need of holding the BEIJING 

2008 Olympic Games, the airport construction has accessed a new round climax 

period. The central and local governments continue to increase the investment of 

airport construction, and gradually broaden the airport construction financing 

channels. During this period, a number of large airports like Beijing Capital airport, 

Shanghai Pudong airport, Guangzhou Baiyun airport; and variety of medium-sized 

airports expansion project have comprehensively completed and then put into use. At 

this moment, the constructions of the regional small airports are comparatively 

ignored to some extents. However, this period is regarded as “the third breakthrough” 

in the history.  

 

5.1.2 The status of airport business these years 

According to Mr. Diao’s introduction of the interviews (2012-04-07), in the 1990s, 

the construction of China airline industry is in the high speed development. Overall, 

in the atmosphere of global economic recovery and the updated China aviation 

industry, the airport business is gradually warming up, the flight landing sorties, 

passenger outputs and the goods shipping and delivery are present in the sufficient 

trend. The airport business benefit from the large number of supplements and 

demands, the airport operating and service conditions are superior to the past. 
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The sustainable profit growth is the significant source of an airport business 

performance. Critical speaking, the commercial development of airline industry has 

just started. With the development of economic and culture globalization, airport 

capacity is not only simply serving passengers to different destinations, but also 

gradually requiring the managers to pay more attentions on the cultivation of the 

aviation business, they began to learn from foreign airport's business model and 

accumulate experiences. Nowadays, the development of China airline industry is 

gradually mature; the economical income is becoming one of most main domestic 

benefits. The diagram2 illustrates the GDP (Gross Domestic Product) rate and RPK 

(Revenue Passenger Kilometers) rate to show the airport business can bring a huge 

increased economical benefit for domestic income. The time starts from a meaningful 

point – the year of 1978, and ends till 2012; source provided from CAAC (Civil 

Aviation Administration of China). Worth to mention, in recent years, the service area 

of airport business has already occupied 55% cities, 62% populations and its 

economical benefits 82% GDP.  

 

 

Diagram 2. Relationship between GDP and RPK 

(Source: CAAC) 

 

GDP 

rate 

RPK increased rate 
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During 30 years of large-scale construction, China airport infrastructure conditions 

reached huge improvement: the airport number and the airport density are increased; 

the airport can use different airplane types continuously increased; the safety 

operation of the security conditions are obviously improved; and the facilities in the 

airport are more and more advanced. 

 

5.1.3 The challenges of domestic airport development 

According to CAAC, the authorities pointed out four challenges. Now let us look at 

Diagram3 which represents the airport density in every 100,000 square kilometers 

among six countries.  

 

 

Diagram 3. Airport density percentage of five countries 

(Source: CAAC) 

 

First of all, from the outlook of airport density graph, we can see the China's airports 

degree is in the low density while the number of airports is not as sufficient as other 

five countries. For example, the United States, the total amount of civil airports is 587 

occupied; every 100,000 square kilometers of land are occupied by 6.4 airports, which 

are 4 times more than China. There is a huge gap between China and other developed 

countries. And what’ more, the distributions of airport locations are uneven. 
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Diagram4 describes the overall distributions of airport in China which carried out by 

CAAC in 2010.  

 

 

Diagram 4. Airport distribution proportion 

 

From this pie chart, all over the China, there is 16% lands occupied by airports; while 

the whole airport occupation, 39% airport are located in the Easter China, and only 7% 

airports in the North. Because of different reasons on sources, time and budgets, there 

exits distinct disparities of internal China. As it pointed above, the first challenge is 

nowadays China airline industry is in a situation of uneven distribution and low 

density.  

 

Secondly, CAAC authorities also proposed other three obvious challenges that they 

are confronted now, which are lacking of international and regional junction airports; 

the management of airport business is still deficient on small airports; and the security 

services need to be improved.  

 

5.1.4 The development objectives in future ten years 

In the approaching ten years, the administration of China civil aviation works out 

several objectives for most of the airport constructions in China.  
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- Balance the diversities of polarization from East to North by increase the number 

of airports and extend establishment of medium and small airports; 

- Conduct a rational system of management degree; 

- Optimize the service system and strengthen public facilities to improve the 

business; 

- “Green airport” policy to achieve airport sustainable development.  

 

5.1.5 The new trend for improving airport business 

Throughout interviewing different directors, managers or administrators, we kept 

asking the same questions – what are the new trends do you think for improving 

airport business? Authors conducted several key opinions and summarized in figure 7 

showed below. 

 

 

Figure 7. Three new trends 
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5.2 Case study - Brief introduction of case company - 

LIBO airport  

China began to decide to build an airport in Libo town is in 1999. Until March 2003，

Libo airport was officially started. In this period, Guizhou government, the national 

development and reform commission, civil aviation center, and other departments 

have done a lot of researches and discussions on the construction of the Libo airport, 

finally, a reasonable set of operation plan was set up. Because of the landscape of 

Libo is located in one of the Chinese sixth world natural heritage, so Libo airport is 

positioned for a tourism regional airport, with a total investment of 393.36 million 

RMB. The airport terminal area engineering was designed to meet the throughput of 

220,000 passengers a year, the flight conditions are mainly about 50 to 70 seats in 

each regional airplanes, the runway is 2300 meters long and 45 meters wide, which 

can landing a Boeing 737. The significant event happened on 28 September 2008, 

under the cooperation with different parties, Libo airport came into official 

navigation.  

 

Qiannan Libo airport limited liability Company is the only legal management 

organization, its main security responsibility is to guarantee the air safety, which 

means to protect the health and life safety of passengers, as well as the environment. 

The most important thing is the guarantee of aviation safety should focus several 

aspects. First of all is to comply with the relevant regulations of the state and the 

international civil aviation for the general standard of aircraft, in order to provide safe 

operation environment and good conditions to guarantee that flight safety; the second 

is make sure a safe, effective and rational organization for people at the airport and 

life property when safety on the ground; the third is strict to the air pass, complete the 

security work to prevent unlawful interferences and terrorist activities in order to 

ensure the safety air; the fourth is always be ready for fire and emergency rescue, and 

minimize the accidents. 
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In the operation and production of safety management, Libo Airport Company applies 

security responsibility system, which means the manager is in charge of the first 

safety and the assist manager is responsible for security operation. The airport 

company has already set up an airport security management committee, which 

responsible for the coordination between the units in the field. At the same time Libo 

airport has established the security company production committee as the airport 

security and safety of the management decision institutions. Because of the 

complexity of airport organization structure, we decided to include the major 

departments and their duties in this study – the technology department, security 

management department and navigational management department; the latter two 

departments are jointed in administration department; which showed in figure 8 

below. 

 

 

Figure 8. Main departments of Libo airport 

 

Here are the duties of each department and specific person’s responsibilities of the 

case company. 

 

 Security department 

The company security departments as independent security responsibility department, 

in the production of the safety management in the operation, carry out the security 

manager for safety responsibility system. Each department has installed a part-time 



                                                                                           
39                                                                                           

security officer, assist department security person pays special attention to this 

department of the work of production safety, carry out the work plan for the safety; 

Supervise the production post strictly abide by the operation regulations, implement 

standard operating procedures, found that violation behavior immediately correct; 

Comprehensive management department to report safety information. The duties of 

airport security management are listed as followed:  

(1) In accordance with domestic laws regulations and civil aviation regulations, to 

give the instruction for the airport operation safety work;  

(2) According to the research analysis airport operation security situation, to evaluate 

airport safety operation condition;  

(3) Coordinate and solve the operation problem of the airport security;  

(4) As for the airport operation hidden safe trouble and problems, this paper puts 

forward reformation measures, and urged relevant units to carry out.  

 

 Navigational operating management department 

The air traffic controls facilities in Libo airport including: communication navigation 

equipment, meteorological equipment, navigation information equipment. The duties 

as follows:  

(1) Develop the airport security planning and core security strategy;  

(2) Make safety rules and regulations;  

(3) Guide each department and remove the obstacles in time which harms the flight 

safety and other kinds of ground of the security hidden danger of accident;  

(4) Convening the meeting regularly, to make the security situation analysis and 

evaluate safety production condition;  

(5) Regularly assess the department security performance, and put forward the 

improvement suggestions and disciplinary measures;  

(6) Research process the safety work in the major problem.  

 

 The managers 
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In Libo airport, the manager is the responsible person for security and normal activity, 

and assumes overall management responsibility. As a manager, he/she should:  

(1) Ensure that the airport management agencies have enough resources to implement 

safety management system;  

(2) and each department manager to sign a safety responsibility;  

(3) Make decision for major security problems;  

(4) Authorized competent safe operation of the deputy general manager will be in 

charge of security management.  

 

 Technology department 

The safe operation is the most significant sector of technology department which is to 

coordinate the airport jurisdiction of the safety issues; the person who is in charge of 

this should take the responsible for the airport. To sum up, in this department, except 

applying, managing and maintaining the new techniques into development, it should 

have the following duties and authority as well:  

(1) Organize and establish the safety management system and regularly take the 

responsibility of monitoring and auditing;  

(2) Presides over the airport security regularly production committee meeting;  

(3) Organizing the hazard identification and risk assessment, and coordinate to solve 

the problem;  

(4) Host the safety performance regular assessment;  

(5) Assisting the organization leader for education training, supervising and 

examining the safety;  

(6) Being responsible for calling the airport security management committee meeting; 

coordinate the airport and the relationship between the various units in the field, the 

resolution of problems;  

(7) Arrange the safe management system manual "continuous improvement;  

(8) Regularly report to managers about security problems.  
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5.3 Survey result from the case company 

All data in this study are calculated from the questionnaire and interview by authors in 

May, 2012. The respondents are personnel in LIBO airport, we sent out 70 

questionnaires, and there are 67 paper returns back, and the return rate of the valid 

usable was 88.57%.  This section is to analyze the data by different tables and graphs. 

We classified several questions into groups and show the details. 

Table 1 - 5 are our primary data general view of feedbacks from LIBO airport. 

 

 

Table 1. Question 1 – Question 5 

 

As the table 1 showed, questions 1 to 5 provide a brief background of the employees 

include their gender, education level, working time and occupations. It is easy to see 

that the genders of our case company are not balance; male employees are 3 times 
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more than female employees. In the education background part, the most of the staffs 

are bachelor graduated; but there is none postgraduates. And the majority of the staffs 

are working in the airline industrial more than 5 years, which means they have very 

rich experiences in their working area. Most of the employees are in the charge of 

technicians while only less than 20% people working in administrative area.  

 

 

Table 2. Question 6 How much do you know about innovation management? 

 

This table 2 tells us whether the staffs has profound understanding of innovation 

management, and from the data can also indicate that most of them have known about 

it, but there are only few people definitely know this concept very well. 
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Table 3. Question 7 What do you think is the biggest challenge (or obstacle) for implementing 

innovation management? 

 

Innovation has good mental model is the key to manage innovation. Question 7 and 8 

are represented the mental model which is due to the respondents’ past experiences, 

habits, knowledge, values and basically forming fixed thinking mode of cognition and 

behavior to innovation management for their working area. We authors believe that 

the implementations of innovation management in SMEs need to hear the activities’ 

performers and participants’ thoughts and cognitions except the decision-makers or 

the top management. Both two questions are the core of the survey, which examine 

the awareness of creating new things; in other word, we can define that the awareness 

of innovation management in SMEs. 

 

This table 3 represents that how the staff thinks the biggest challenge for 

implementing innovation management, as the data showed, there are almost 36% 

people think communications and coordination are the biggest challenge. Hence, we 

could conclude that the case company is short of understanding between employees 

and top management. 
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Table 4. Question 8 What do you think how does technology work in this innovation area 

as for a company? 

 

Technology has created great material wealth and spiritual wealth for human. Under 

the rigidity work mode and literature reviews, we formulated this question to show 

the staffs from our case company think the technology can help the management to 

reformed, and the data we got are also accorded with the present situation of the 

company.  

 

 
Table 5. Question 9 

 

The distributions of this picture denotes 11 different small problems in Question 9, in 

this question, there are 11 sub-questions that require respondents to choose in five 

different degrees (from “strongly disagree” to “strongly agree”). In this table, the first 
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sub-question is replaced by number 1; the second is used number 2 and so on. The 

ordinate expresses the degree of their feeling (from “SD” to “SA”). Those little red 

square means the percent of the most chosen option. For example, the first problem is 

“innovation management is associated with your working field”, and most people 

chose N (N=NEUTRAL), than, we will mark the red square on N. In this part, we 

addressed the importance of the innovation management for case company and 

employees themselves. When the question concerns about “your company”, it is 

obvious to find out most employees is more care about their working company. Even 

though most of them do not have the clear concept of innovation management, still 

they agree to say that innovation management is good for the company’s development 

and would like to try. The company has already done some so-called innovation 

implementations, while according to this research, most people denied that the 

company has the standards about that and there is none professional training for 

employees. We cannot blame that innocent people have no idea about innovation, 

because the lacking of knowledge. 

6. Analysis 

This study looks at the main problem that nowadays most SMEs are facing with. In 

the beginning of the investigation, one problem has been formulated that classified 

into two aspects for analysis. Looking back to the analytical questions, combine with 

the situation of the case company, the following parts 6.1 and 6.2 are possible to 

answer the research questions. 

 

6.1 The realized characteristics of innovation 

management in SMEs 

 Lack of flexibility for emergency 
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The case company, as a small company, seems in non-high-tech business within 100 

employees, the main theme of this company is the scarcity of resources. According to 

Freel (2000), because of the short of a lot of resources like investment, materials and 

technology supports, to some extent, the small companies cannot live for long as the 

large companies. Therefore, we cannot blame it all on the “small company”, it is a 

fact that as a small company.  

 

We authors totally agreed on the point of Pilemalm (2002) that each of them is in the 

lower level of management, lacking of professional knowledge and poor operation 

capability, even if it is flexible, especially in China, with lots of pressures from large 

organizations.  

 

 Challenges and risks of innovation management  

Like Hartman et al (1994) proposed that the innovation could influence the company 

moving forward to confront with challenges and risks; from our points of view, 

innovation is all about something new. It brings new idea and hope, leads the 

company to the new market. Both SMEs and large enterprises have noticed that 

innovation is the potential opportunity and represents the powerful support. It is much 

easier to reach the goal for large enterprises with the help of innovation; while small 

company – like the case, still exits many limitations and restrictions. It is good to have 

a strong will to implement innovation for case company. But the fact is as a 

customer-intensive company, in such a small scale, the company is in a short of 

resources both for customers and its employees.  

 

 Other characteristics of innovation management in SMEs 

On the basis of Lofqvist (2009), there are four characteristics of innovation 

management in SMEs; the first one is product innovation. According to the 

observations around the airport, the product of the airport is the basic facilities and 

services which are simple but useful, while the passenger flow is in a large volume 

ever day; there are large number of customers complained about the late flight and 
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small space of the airport. The staff of the airport always ignored the suggestions; that 

decrease the satisfaction degree of the customers to the airport. Dallago (2000) 

presented that SMEs can make full use of existing technology in different ways to 

create more new development in practice. However, it is difficult for case company to 

improve the nowadays’ situation within the existing technology actually.  

 

Second, just because of the small scale, once the emergency happened, it could 

survive in a very short time with high flexibility; but to some extent, it cannot live for 

long.  

 

Besides all we mentioned above, we authors found out that there is another 

characteristics of innovation management in SMEs, which means there is none 

specific standards and rules for innovation management for case company from 

questionnaires. Generally speaking, the strategy and standards related to innovation 

management are informal. It is not possible for one company live for long without 

formal professional regulations.  

 

The last one is that only few people get well known of innovation management while 

most of them are still need professional training. We can conclude that as the lacking 

of awareness of innovation perceptions. One manager said in the interview to admit 

himself could practice in the work even though he graduated of innovation 

management program. Actually, the problem is not the lacking of expertise; it is the 

awareness of innovation management. People are willing to learn and practice is the 

good start of successful innovation management. Moreover, Hartman et al (1994) 

claims that the customers and competitors are the most valuable sources for pushing 

SMEs to move on in high pace. Actually according to the interviews, under the fierce 

competition, large companies are moving forward, learning from the large companies 

can keep the small company alive for a while but it is not innovation; the pressure 

from competitors can stimulate SMEs to grow up while it can weaken the faith of 

SMEs.  
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6.2 The realized innovation process and model of SMEs  

6.2.1 The obstacles for implementing innovation 

management in SMEs 

It is a tough job to define an innovation process, and it is also tricky to design a 

process of a small company. Actually, during the interviews and questionnaires, the 

respondents are curious about innovation management and willing to know more 

about it. Likely, it is a simple process of creating new ideas and making them into 

practice and getting the beneficial profits.  

 

Looking back to the literature review, a positive model proposed by Bessant and Tidd 

(2007) gives the ideal picture of innovation process. It is a flow of generating, 

selecting and implementing innovative ideas into practice; within strategic leadership 

and strong deployment. From our points of view, frankly speaking, this ideal model 

could be followed but as for nowadays small companies, it is not able to achieve. 

Each model usually begins with exploration and then generation. The so-called 

innovation of SMEs, always come to a halt at the very first start. Combined with the 

characteristics we talked about in the part of 6.1, small company like the case 

presented, there are none professional or formal strategies, so it is less to talk more 

about the directions or deployment for the future development. As for the proactive 

linkages, it is not easy for a small company to predict what will occur in the future 

within such limited resources. The limited resources are utilized into some necessary 

sections in fact. Moreover, the whole organization of the small company is lacking of 

the awareness on innovation management; therefore the management is in the low 

understood of innovation perception. The process is like a circle which in the means 

of every individual part is associated with each other. Hence, each part should be 

prepared and well-designed for the implementation process.  



                                                                                           
49                                                                                           

 

Another design process model is from Cross (2008) which consists four stages: 

exploration – generation – evaluation – communication. According to the interviews, 

the key of this failure in innovation management is there are only two stages of the 

case company: exploration – generation. As bad as it seems, the whole process is 

lacking of awareness in the real innovation perception. The problem of design process 

in the case company is people are in the middle of vague, fuzzy and messy, the 

innovation management process is never going to be completed. The realized situation 

often cause confused and lost mind, the whole company seems plain, but actually it 

goes to out of control. The process of innovation management in case company is 

always in first beginning of “exploration”. The “generation” is used to experience 

whether the decision is proper or not. With the vague and messy mind, people are 

lacking of communications and coordination which lead to the ignorance of 

evaluation part.  

 

As far as we authors concerned, based on the situation of case company, the existing 

obstacles of SMEs innovation management can be defined according to literature 

reviews as we presented in 4.2.2.  

 

 Financial obstacle 

First of all, Asdretsch (2001) pointed that due to the lack of favorable financing 

system; most small and medium companies are difficult to get the fund support of 

government. With the limited budgets, small or medium company like case company 

found out that it is hard to undertake the high risks of banks’ loan or high financing 

costs (Dallago, 2000). It is the fact that case company, as a customer service intensive 

company, with excessive passenger flows each day, indeed calls for large amount of 

money investment to support in facilities and instruments, as well as the service 

system, in order to improve the satisfactions of customers, so that it could enhance the 

reputations of the whole organization. Therefore, financial issues obviously become 

the first obstacle to SMEs innovation management. 
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 Risk of disorder 

Speaking of financial problems of SMEs innovation management, another burden 

approaches to risk of disorder. One aspect can be indicated in the scarcity of 

intellectual property rights of technology and products (Hadjimanolis, 1999). Our case 

company always imitated other successful cases of large international airports, which 

leads to most of the results are not effective as expected. For the sake of long-term 

development of SMEs innovation management, the lagged status should be 

transformed into learning experiences from successful cases and turning the positive 

into practice. Another disorder is emerging internally. Due to the flexible 

management system, everything seems easily controlled; however, the relationship 

between superior and subordinates is apparently immature. The communications and 

coordination are the key point of managing a good relationship of leader and member 

(Bodin, 2000). Obviously, lacking of supervisory negotiations is another obstacle to 

SMEs innovation management. 

 

 Information obstacle 

As Lower (1995) argued the scarcity of information technology is the huge obstacle 

of developing innovation management in such small and medium-sized company. We 

authors highly believed that technology is the vital weapon to compete against other 

strong opponents; as well as we acknowledged the opinions of Drejer (2000) as 

options in the questionnaire, the results can be analyzed that the people of case 

company highly assumed technology can bring the creative thoughts in mind and it is 

the backup strength for support; and more people are willing to utilize the technology 

to develop a reformation. That indicates the case company is quite lacking of 

professional technology support and formal channels of information (Marxt and 

Hacklin, 2005) nowadays; and most of SMEs are struggling in the professional and 

scientific research on this situation (Lower, 1995), which is far away from fulfilling 

technology innovation management to some extent. Hence, being short of technology 

support is the third obstacle need to consider. 
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 Legal and policy obstacle 

Above all mentioned, the forth obstacle is about legal and policy issues. Considering 

nowadays China legal system, which is encouraging developing innovation 

management in SMEs (Diao, 2010); however, the information we authors obtained 

from case study is that there is none official policies provided especially for SMEs 

innovation management. The structured regulation could be protective for such kind 

of companies to implement innovation management effectively (Rothwell, 1994). 

Besides that, the case company does not formulate formal rules or policies to restrict 

the behaviors and attitudes of performers. The establishment of formal rules of SMEs 

innovation management is entwined with its implemented success (Bodin, 2000).  

 

6.2.2 Additional obstacles in the case company 

From interview, we got that the case company has reorganized and stop the airline for 

a while. However, according to introductions from staff, this is not the first time to 

stop the flights. Case company is positioned as a tourist regional airport. Therefore, 

the earnings are decreased in the wake of the decline flights and take quantity during 

tourist off-season of each year. And the local government cannot bear losses in a 

long-term. For this reason, the rectify grounding of aircraft turns to be necessary. 

These lead to the limited budgets are fewer.  

 

From the questionnaire survey, lots of staff indicates that the enthusiasm of most 

people fades away because of company’s rectifying grounded policy, and they have 

no place to express their work enthusiasm. Staffs worked in company are still doing 

the job in an orderly way even if company decides to make a grounded stop. But if the 

grounded time spends too long, and everybody’s studious achievements which cannot 

reflect all the time, this is a big hit to those who work hard every day. It is obviously 
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to see that if workers lose sight of onward direction and cannot get deserving return, 

they would be lazier and lazier. Then the company will become standstill finally. 

 

It can be seen from the questionnaire survey, most of the staff from this company 

have done this work over five years basically. They are veteran and good at dealing 

with majority emergencies. Owing to the hidebound management system, workers 

just do what they should do and they will not do something redundant. Rules and 

regulations are needed, but if company does not make innovations, it would be 

submerged by numerous airports in the day of increasing number of small airport. 

And the company could not obtain the original and expected results in the end. 

 

In addition, many workers complain that it is short of hands, especially the part of big 

high-tech content. It usually has two to three people to work together, while to ensure 

flight safety is such a huge responsibility. When it has crises, workers even have no 

persons to discuss countermeasures. Because of that, most of workers feel that they 

cannot assume so that they choose resign. Vicious cycle begins just like that. The old 

workers took away because they did not want to endure pressures anymore before 

newcomers take problems and responsibilities. And light departments are light for 

workers, while tense departments are too tense for employees. The polarization is 

more obvious, the business of company is more difficult. 

 

At last, the questionnaire survey also provides information about numbers of 

employees; including some directors have some knowledge of innovation 

management. Because there are some certain risks in any innovation and each of them 

need quite strength supports. Innovation needs great investment in every aspect, such 

as labor power, material resources and financial resources. Staffs are fully worried 

about risks which brings from innovation. So, case company comes to a halt all along. 

 

According to the two sections we talked above, we can sum up the problems of case 

company are: 
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 Unclear perceptions on innovation management 

 Strong confidence at first, but short-term persistence 

 Lacking of new technology support 

 Limited resources and investment 

 The management control level is low, high risks and uncertainty 

 Informal strategies 

 Less communications and coordination of leader – member relations 

 

7. Conclusions and future study 

Combine with the literature reviews and interviews, the answers of two research 

questions are presented below: 

 

What are the characteristics of innovation management in SME? 

Limited resources  

 lacking of professional guide, scarce resources 

 lacking of technology support 

 limited opportunities to improve themselves 

 constant pressure from large companies 

 limited budget 

 

Short-term strategy 

 no formal regulations or systematical strategies  

 high degree uncertainty 

 

Flexible administration management 

 flexible organization 

 loose and informal control power 

 low-level of management 
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 lacking of communications between top management and employees 

 

What are the obstacles when implementing innovation management in SMEs? 

 Nowadays, the process and models are using is still in the “searching” period; it is 

dynamic with lots of passions but without the orientation 

 The process is informal, without clues to have a clear start so that there is an 

unclear stop 

 Low involvement of employees 

 Informal design of process causes the fuzzy and confused results 

 Limited budgets lead to the implementations of innovation management cannot 

operate and execute as it planned 

 Slow upgraded technology hinder the improvement of reformation on innovation 

management 

 Low degree of communications and coordination 

 Weak awareness of innovation around the entire organization up to down 

 Informal legal regulation and policy 

 

The overall thesis was to figure out the reasons on innovation management failure in 

SMEs. The existing researches have been proved and new knowledge have found and 

practiced. Many SMEs regard innovation management as their core competence, 

while less of them fulfill this aim in the end. Generally speaking, the main problem of 

this failure is due to the lacking of awareness on innovation management of 

employees; there are two more reasons, the one is out of professional guide on 

process design and opportunities to practice; the other one is because of above two, 

the company has no faith on reformation and innovation. In details, these three factors 

are associated with each other.  

 

The research is focused on the innovation management design process. It is the first 

phase of implementation. There are still more factors need to investigate; the 

innovation process is a circle that interact and influence all around. More new 



                                                                                           
55                                                                                           

knowledge should be searched to open a broader region. Only one case study is 

limited, more cases could be presented and compared with each other in the future 

research. There are still many more interesting areas for other researchers, such as 

how SMEs affected by large enterprises, or how employees and top management 

interact to improve innovation management. To further researchers, more interviews 

and questionnaires of different companies would also provide more sources for future 

study. 
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Yang, Tang, director of administration department, Libo airport, interviewed 

2012-05-19, during 1 hour. 
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Appendix - Questionnaire  

Hi, dear respondents! We are WEI YI and XU XIANGYUN, two students studying in 

Sweden and working on our final dissertation about innovation management 

development of SMEs.  

 

As far as we concerned, your company has created a way of thinking in all kinds of 

combination of ideas and constructed the unique contact such a kind of ability which 

can stimulate the creativity of the organization; and continue to develop new ways of 

doing things and solve the problem of the new method. The management of 

innovation is to show the enterprise the new management elements (such as new 

methods, new strategy, or the new mode or elements combined into enterprise 

management system) in order to make the business activities more effective. 

 

It is a great help for us if you take few time on answering these following questions. 

Thanks for your time and help so much! 

 

1. Your gender: 

 Female  

 Male 

2. Your education background: 

 Primary School 

 Middle School 

 High School  

 Bachelor 

 Master or higher 

3. How long have you been working in airport business service area? 

 Less than 1 year 

 1-5 years   

 More than 5 years 
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4. What department are you working in now? 

(We have to figure out the different departments of the airport and then complete 

the options.) 

5. In terms of your current occupation, what is your position now?  

 Administration  

 Assistant or secretary 

 Manager 

 Technical expert 

 Intern student 

 Other, please specify:  

6. How much do you know about innovation management? 

 I definitely know it  

 I have heard it before, but I don't know exactly 

 I have never heard it so far 

7. What do you think is the biggest challenge (or obstacle) for implementing 

innovation management? 

 Lack of structured policies 

 Lack of experiences 

 Lack of communications and coordination between decision-makers and 

performers 

 Lack of the awareness of creating new things 

 Others, please specify: 

8. What do you think how does technology work in this innovation area as for a 

company? 

 Technology can help everyone in the company to broader creativity 

 Technology can help to develop the management reformation 

 Technology can be the backup power  

 Others, please specify:  

9. The last several questions require you indicate the extent to which you agree or 

disagree with the following statements:  
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NOTE: The scale is from strongly disagree to Strongly Agree 

 

 

 

 

 

 

 

 

 

 

 

 1. Innovation management is associated 

with your working field.  
SD  D  N  A  SA  

 2. Your company has Standards on 

innovation management. 
SD  D  N  A  SA  

 3. The carrying out of innovation 

management can help A company to 

build reputation. 

SD  D  N  A  SA  

 4. The carrying out of innovation 

management helps to build reputation of 

YOUR Company. 

SD  D  N  A  SA  

 5. The implication of innovation 

management can improve competition of 

A company 

SD  D  N  A  SA  

 6. The implication of innovation 

management can improve competition of 

YOUR company 

SD  D  N  A  SA  

 7. Although the implication of innovation 

management demands investing so 

many sources and money, it still can be 

beneficial. 

SD  D  N  A  SA  

 8. The implementation of innovation 

management is the best way to develop 

A company nowadays. 

SD  D  N  A  SA  

 9. The implementation of innovation 

management is the best way to develop 
SD  D  N  A  SA  

SD = Strongly Disagree  

D = Disagree 

N = Neutral 

A = Agree 

SA = Strongly Agree 
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YOUR Company nowadays. 

 10. The improvement of economic and 

cultural can be helpful for developing 

innovation management. 

SD  D  N  A  SA  

 11. The implementation of innovation 

management will be the core strategy in 

the future 

SD  D  N  A  SA  

 

 


