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Abstract 

The emphasis on innovation is one of the distinctive elements of strategies and policies 

implemented over the last quarter of a century, both within organizations and at national and 

regional levels. The aim of this paper is to review the most important contributions from the 

literature in terms of the implications of the two types of innovation: product innovation and 

process innovation. In organizational context, innovation has diverse materializations, includes 

product and technology renewal, and organizational changes. Making these changes can have an 

impact on quality, efficiency, improving the competitiveness and sustainability of the 

organization. 

Keywords: Innovation, Product innovation, Process innovation 

Introduction 

At present, we are living in an accelerated transition period marked by complex and profound 

transformations in all areas of activity. The magnitude of innovation is reflected primarily in the 

high pace of the development of new products and technologies, but the changes are not just 

about tangible things. Organizations are increasingly involved in innovative actions geared to 

management, organization and business configuration methods that contribute to the 

achievement of sustainable competitive advantages (Maier D., 2016 a-b; Maier D, 2017; 

Popescu, 2016). 

  

In the first half of the last century, Austrian economist Joseph Schumpeter distinguished five 

innovations: manufacturing new products, introducing new production methods, opening new 

outlets selling out, creating a new form of organization, discovering new sources of raw 

materials (Popescu, 2016).  

 

This vision of innovation does not differ very much from the classification of innovation 

according to the nature of the phenomena it refers to, adopted by the Organization for Economic 

Co-operation and Development (OECD), which distinguishes the following four categories 

(OECD, 2005): product innovation, innovation process, marketing innovation and organizational 

innovation. Schumpeter described innovation as ‘a historic and irreversible change in the way of 

doing things,’ and ‘creative destruction’. Innovations are defined as new creations of economic 

significance, primarily carried out by firms. They include both product and process innovations. 

Product innovations are new or better products (or product varieties) being produced and sold; it 

is a question of what is produced. They include new material goods as well as new intangible 
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services. Process innovations are new ways of producing goods and services; it is a matter of 

how existing products are produced. They may be techno-logical or organizational. In this 

taxonomy, only goods and technological product innovations are material. The other categories 

are non-techno-logical and intangible (Meeus, 2006). 

 

Product innovation 

 

Product innovation is the one that allows a better product to be offer than the ones currently on 

the market, in the sense that it offers more functions or performs better (Meeus, 2006). Through 

product innovation, the company can gain a competitive advantage by differentiating its 

production and increasing the quality and variety of goods that allow it to grow demand and open 

new growth opportunities (Maier, 2013; Vadastreanu, 2015 a; Vadastreanu, 2015 b). 

 

Product innovation can be manifested at different levels of complexity, of which the most 

significant are (Maier, 2018): 

- the change of concept, which is based on a new idea, whether or not supported by a new 

technology; 

- making the product using other materials and components with better characteristics than the 

previous one; 

- a new design, which often means more than just a change of shape or appearance, it may 

involve ergonomic aspects or manufacturing changes; 

- new services that accompany the product or find new uses of the product, as such or with 

minimal changes. 

The evolution of a new product can be illustrated in Figure 1. 

 

 
Figure 1 - Evolution of a new product (Meeus, 2006) 

 

Product innovation always meets customer needs, expectations, dreams and wishes through 

creative products and services that incorporate the latest and greatest knowledge in the field 

(Figure 2). 
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Figure 2 - The way a new product is born (Meeus, 2006) 

Product innovation refers to the development of goods or services with characteristics or 

intentions of use that differ significantly from previous products made by the enterprise (Meeus, 

2006; Maier, 2012; Olaru, 2013; Maier, 2014 a-b; Olaru, 2016). One of the four strategic options 

when planning their product or market development strategies is to develop a new product 

(Maier, 2014a). This option is adopted by the enterprise due to the following: 

- existing products no longer meet consumers' needs, their tastes change; 

- the environment is changing, new needs are created within the market; 

- accelerating the decline of existing products due to the development of new products and 

technologies by competition; 

- due to the total size of the market or the intensity of competition, the growth potential is 

limited; 

- in the life cycle maturity stage a firm has a product portfolio that generates a lot of liquid 

money; 

-   Production capacity is under-utilized due to a seasonal variation in demand; competition is     

intensified in a certain market. 

Product innovation has been the subject of several research, including Buijs proposing a product 

innovation model (Figure 3) showing that product design is embedded in the innovation process, 

preceded by planning activities that define the type of product for design in interaction with 

production development and marketing planning.  

 

Figure 3 - Product Innovation Model (Buijs, 2000) 
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Developing a new product will be successful as far as these activities are properly adapted. The 

four steps of the product innovation model consist of formulating the strategy (for example, 

policy and strategy formulation), designing (finding the idea), product development 

(development), launching and using the product (its realization). 

The product innovation process aims to meet customer requirements by designing and 

introducing new products to the market that meet the needs of customers, so there is a desire to 

buy these new products. The innovation process ends with the use of products but at the same 

time, it is the starting point for a new product innovation process. 

 

Finding new product ideas has greater chances of success if you take into account (Maier, 

2014a): 

- Market research and consumer needs (external research, opportunities and threats); 

- Investigating the strengths and weaknesses of the company (internal investigations); 

- Getting inspired from these studies and generating new product ideas; 

- Selection of the most promising ideas for the product and formulation on a mission for 

further development. 

 

Process innovation 

Process innovation is the implementation of a production method, or significant changes in 

specific techniques, equipment and / or software, in order to reduce production and distribution 

costs, improve the quality, production or distribution of new or improved products, to increase 

the efficiency or flexibility of a productive activity or supply activity and to reduce the risks to 

the environment (Maier A, 2014b; Maier D. 2014; Maier D. 2015). 

Even if new products are the visible results of market innovation, process innovation plays an 

equally important strategic role. Process innovation can be defined as bringing new elements that 

are introduced into production in an organization. The road to achieving business performance 

requires a redefinition of the processes that underpin its operation and the increasing use of 

innovative technologies. In this context, process innovation involves a business process 

approaching the use of innovation in the key processes of an enterprise and helping to reduce 

costs or time to produce a good or service (Maier, 2014a). 

In general terms, process innovation is the implementation of a production or delivery method of 

a new method that has been significantly improved, involving technological, equipment or 

software changes (OECD, 2005). 

In process innovation, we can distinguish: 

- Innovations of technology flow, targeting flow operations and their chaining. Some examples 

of meaningful access can be: automation of assembly in the automotive industry, replacement 

of the milling process, binding of the numerically controlled machine to the designer, etc. 

- Innovations in the manufacturing process, which completely change the way of 

manufacturing. Examples: float glass manufacturing process, Tetrapak packaging, word 

processing processors. 

- Increased innovation that improves results without the need for new knowledge. For 

example: Moore's law in computer science, reducing the specific consumption of coke in the 

furnace. 
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Another important observation is that process innovation is not just about industry processes. 

Also, the share of product and process innovations also differs according to the degree of 

maturity of the technology, as seen in Figure 4. 

 

Figure 4 - The relationship between product and process innovation at different stages of the 

technology life cycle (Maier, 2014a) 

 

In conclusion, all innovations must be characterized by novelty, be it product or process. The 

novelty of products or processes differentiates innovation from non-innovation. In Figure 5, 

along with the typology of innovations, we represent the novelty of goods (products or services) 

and processes recognized by the Oslo Manual in defining innovations. Products or processes may 

be "new to the firm" or "new to the market" (regional / national or worldwide). 

 

Figure 5- Type and degree of novelty and the definition of innovation (OCDE, 1996) 
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The proportion of turnover for "new to firm" or "new to market" products in the total turnover of 

businesses allows for international or sect oral comparisons. However, if we take into account 

that "new business" refers to the company's market, which may be less developed, including 

innovations already available in other markets, comparing indicator levels can lead to 

inappropriate assessments of innovative business performance. 

The novelty of products or processes can be more appropriately highlighted by taking into 

account the turnover from new market innovations, which corresponds simultaneously to 

products sold on international markets. In this context, we admit that companies operating on 

international markets are those that introduce products or processes with a higher degree of 

novelty than those operating on the local or national market (OCDE, 1996). 

Conclusion 

Undoubtedly, the role of innovation in economic and social life results from the function of 

innovation, the introduction of the new and the variety in human activity. In the absence of 

innovative processes, the economy would enter a "stagnant state" characterized by modest 

growth or growth-free. As a result, innovation is crucial for sustainable (long-term) economic 

development. 

 

Most innovation applications have been in the form of new products and technologies, but the 

waves of innovation are wider. There is a widespread recognition that new ideas can turn any 

activity, any part of the value chain, products and services to just the visible part of the iceberg. 
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