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Key message

e Informal baobab enterprises can be productive

e Entrepreneurial motivation and adoption of good business practices influence their performance

e Policymakers should implement measures to enhance the growth potential of promising baobab
enterprises for economic development

What is the issue?

Successful businesses and competitive industries thrive on innovations,
particularly so in the forest sector which is expected to drive the transition to a
bioeconomy. Central to a firm’s innovativeness is its innovation capacity
defined as the set of capabilities and assets that interact to foster
innovativeness®.

Although innovation capacity is central to firms’ innovation performance, there
is insufficient understanding of the factors that interact to influence the
innovation performance of firms in specific industries such as the promising
baobab industry that is expected to catalyze rural development in Africa
through the generation of annual income of 1 billion US dollars and
employment for 2.5 million households?.

The effect is a low level of innovation performance with implications for firm

performance, competitiveness, and growth. This policy brief draws on a recently developed innovation capacity
model for the baobab processing industry to recommend concrete actions that policymakers can take to
enhance the innovation capacity of baobab firms and foster their innovation performance.

Research approach

To determine the key dimensions of innovation capacity that foster innovation
performance of baobab firms, and develop an innovation capacity model for
the baobab industry, an in-depth qualitative multiple case study involving five
highly innovative baobab enterprises in sub-Saharan Africa and Europe was
conducted. The enterprises have implemented 13 product, process,
organizational and social innovations in the last four years.
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Key findings

Six firm-level innovation capacities are essential for
fostering the innovation performance of baobab * Transformational leadership

= Education background

enterprlses (Flg. 1): = Previous work experience

= Attitude toward risk

Innovations
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= Social

Intellectual

Owners’/managers’ human capital: Embodies the Financing property
entrepreneur’s  technical  experience, prior = =
technology knowledge, management experience, | i

and transformational leadership. It engenders the s
capabilities to develop an innovation vision, inspire
employees to share in the vision, and create and
generate resources to support innovation.
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capacity

. . . o . = Compliance with regulative and Knowledge = Integration of vertical and
Financing capacity: The ability to generate internal normative insttutional forces management horizontal networks
. . R = Access to institutional support capacity * Maintenance of network
financial resources (e.g. cash flow from retained relationship (e.g. trust
partnership)
profits), and access external finance (bank loans, « Creation, sharing and absorptionof tact/explic
. . . knowledge
private investments e.g. angel investors) to fund » Conversion of expict into tacit
» Codification of tacit knowledge

innovations. » Diversified human resources
Institutions and  institutional environment Figure 1. Innovation capacity model

integration capacity: The capability to detect and
integrate institutions (e.g. regulations, standards) governing the industry into the firm’s innovation strategy; and
the ability to detect and enlist institutional supports (technical, financial, etc.).

Networking capacity: Capability to detect beneficial networks (e.g. research institutions) to access resources
(technical, financial, knowledge) to support innovation activities.

Intellectual property management capacity: Capability to secure intellectual property through patenting,
brand building, and positioning; and management of IP appropriability to generate value from innovations.

Knowledge management capacity: Capability to create, share (internally), and access and apply knowledge to
drive innovation development.

Policy recommendations

Enhance entrepreneurs’ human capital
%+ Foster collaboration between educational institutions and owners/managers

of baobab enterprises to enhance their technical and managerial —
competencies through the offer of specialized professional development e
programs d ORGANICS

Promote collaboration networking
%+ Establish and facilitate the creation of networks, platforms, or mechanisms
(e.g. cluster initiatives, industry associations) to stimulate collaboration,
information sharing, and knowledge exchange.
Support knowledge management
%+ Provide access to industry databases, research institutions, and innovation
centers to support knowledge creation and dissemination.
Access to finance
«+ Establish financial mechanisms such as innovation grants, venture capital,
loan guarantees, and investment funds tailored to the needs of the baobab

enterprises to support innovation development.
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