
 www.ijird.com                                                                                                                    October, 2019                                                                                        Vol 8 Issue 10 

   

INTERNATIONAL JOURNAL OF INNOVATIVE RESEARCH & DEVELOPMENT               DOI No. : 10.24940/ijird/2019/v8/i10/OCT19086                    Page 356 
 

 

 
 
 

Effect of Innovation Strategy on Organizational Performance in 
the Milk Processing Companies in Rwanda: A Case of  

Inyange Industry 
 
 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 
 
1. Background 

Internationally, creativity is viewed as process where organizations learn the art of creativity and ensure 
implementation of new and improved designs of the products or services regardless of whether they are new to their 
competitors (Mytelka, 2010). More so, Basterretxea and Ricardo Martinez, (2012) discuses innovation as continually 
improving by employing new knowledge or the new combination of existing knowledge that is new to the local area 
whereby, various types such as product, marketing, research and development innovations are observed. 

Innovation has been a longstanding concern particularly in the European Union where there is widespread 
perception that there are more difficulties raising finance for innovation than in the US (Nugroho & Mile, 2009). It is 
further pointed out that manufacturing companies have a distinct advantage in process and product innovation to meet 
the requirements of poor clients. Innovations arise in competitive conditions as manufacturing companies attempt to 
tackle the challenge of developing products and services suitable to their customers, of expanding and maintaining market 
shares. 

D’cruz and Rugman (2012) argue that an organization is in competition if it ensures that the products and services 
are of high quality than those provided by its competitors. According to Kaplan and Warren (2017) organizations should 
not only use innovation as a luxury but is a necessity. Most studies focus on the performance and innovation association 
give a positive appraisal of higher innovativeness that leads to increased firm performance. Shqipe, Gadaf and Veland 
(2013), opined that there are distinctively two types of innovations; these are incremental and radical innovations. Yilmaz 
et al. (2015) described that there are four dimensions are used to measure innovation performance in organizations. 
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Abstract:  
Innovation often referred to as creativity of processes, products and services within a firm. This therefore indicates that 
Inyange industry to be highly competitive in the Rwanda market needs to continuously innovate based on the products 
that satisfy the market it operates for it to meet its financial performance target and thus fulfill its well indicated mission. 
This study therefore sought to examine effect of innovation strategy on organizational performance in milk processing 
companies in Rwanda. Specifically, the study sought to; examine the effect of product, process and market innovation 
strategy on performance in milk processing companies in Rwanda. The study adopted a descriptive research design. 156 
respondents as population, was stratified into three strata: finance managers, production managers, and operational 
managers. From each stratum the study used the stratified sampling technique to reach to the entire population of the 
study. Data was collected from both primary and secondary data using questionnaires and documentation. Data collected 
was analyzed using SPSS version 21. Data analysis involved statistical computations for averages, percentages, and 
correlation and regression analysis. Ordinary least squares (OLS) regression method of analysis was adopted to determine 
the inferential statistics. From the above, holding Product Innovation, Process Innovation, Market Innovation to a 
constant zero, organizational performance would be at 0.347. Unit increase on Product Innovation would lead to increase 
in organizational performance by a factor of 0.162, unit increase in Process Innovation would lead to increase in financial 
performance by a factor of 0.282, a unit increase in Market Innovation would lead to increase in organizational 
performance by a factor of 0.194. This means that product innovation strategy has a great impact on the performance as 
per the correlation analysis. Also, an improvement in product innovation brought about great performance as per the 
multiple regression analysis. Thus, as per the regression analysis, market innovation is vital for greater performance. In 
conclusion, among the strategies, product innovation had more impact and process innovation had less impact on the 
performance of Inyange industry. 
 
Key words: Product innovation, process innovation, market innovation, Inyange industry, milk processing companies in 
Rwanda 
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These include market performance, innovative performance, financial performance and innovative performance. 
Innovations have an effect on corporate performance by producing enhanced market position that shows superior 
performance and competitive advantage (Gunday, Ulusoy Kilic & Alpkan, 2011). 

Organizational performance can be measured through non-financial and financial means (Bagorogoza & Waal, 
2010; Bakar & Ahmad, 2010). Majority of organization often prefer to use financial means to measure their performance. 
Average annual occupancy rate, net profit after tax, Return on Assets (ROA) and Return on Investment (ROI) are the 
mostly used means of measuring organization performance Tavitiyaman et al. (2012). However, other used measures are 
of firm performance include profitability, productivity, growth, stakeholder satisfaction, market share and competitive 
position (Bagorogoza & Waal, 2010). Moreover, other researchers have proposed other indicators as such as being able to 
combine non-financial measurements to meet the changes of external and internal environments (Krager & Parnell, 2016). 
Inyange Industries is a leading milk processing company in Rwanda, manufacturing a variety of products under their 
brand name- “Inyange”. Masaka Farms Dairy was started in May 2008 and as a small-scale production of yogurt and fresh 
cream. On 10th January 2010 Masaka Farms Ltd was incorporated with main principal activity of producing dairy 
products notably yogurt, fresh cream, cheese and butter. Although, the Inyange brand has been operating since 1997 it 
wasn’t until 1999 when it began operations including processing & selling pasteurized milk & yoghurt. In 2001 the plant 
introduced mineral water processing & packaging. It takes 80% in mineral water, 70% in juices, 65% in pasteurized milk, 
5% in UHT and 70% in Yoghourt (Inyange Industries, 2010:2). On average, the company holds more than 60% of the total 
market share of domestic agro-processing industry products. The company’s objective is aligned with the Government’s 
priorities, since the Government of Rwanda committed respectively 10% and 15% of its 2010/2011 and 2011/2012 
(MINECOFIN, 2011) budgets to agriculture, aiming at ensuring food security and price sustainability whilst maintaining 
sustainable growth. Inyange Industries has a vision which is “to be a leading beverage brand producing high quality 
products while enhancing shareholder value in producing high quality products that satisfy and exceed customers’ 
expectations while enhancing shareholder value” (Inyange Industries, 2010). 

1.1. Statement of the Problem 
Manufacturing is the backbone of any industrialized nation. Recent worldwide advances in manufacturing 

technologies have brought about a metamorphosis in industry. Fast-changing technologies on the product front have 
created a need for an equally fast response from manufacturing industries. To meet these challenges, manufacturing 
industries have to select appropriate decisions, product designs, manufacturing processes, work piece and tool materials, 
and machinery and equipment. The selection decisions are complex, as decision making is more challenging today. The 
need for innovation is obvious and crucial for manufacturing companies operating in a continuous uncertain and 
competitive environment. Most importantly, to survive and succeed in the current competitive global financial 
environment, manufacturing companies need to be innovative by producing a regular stream of innovations so as to gain 
competitive advantage (MINECOFIN, 2010). Many manufacturing companies have at some point undertaken some form of 
incremental innovative initiatives. 

Kariuki’s (2010) research on process innovation and positive performance focused on commercial banks as 
opposed to MFIs while Mugo (2012) focused on MFI institutional innovativeness. Chemitei (2012) focused on role of 
innovation in creating competitive advantage in MFIs and not on performance while Mwangi (2014) focused on effect of 
financial innovation on financial returns of deposit taking MFIs in Kenya. Inyange Industries has a clear vision which is “to 
be a leading beverage brand producing high quality products while enhancing shareholder value in producing high quality 
products that satisfy and exceed customers’ expectations while enhancing shareholder value”.  

Realizing that the domestic demand for all Inyange products was much higher than the facilities could supply, 
Inyange’s shareholders embarked on an ambitious expansion project, the construction of a USD 27 Million production 
plant in Masaka, which has since allowed for Inyange’s production capacity to increase tenfold. In modern & hygienic 
production facilities, Inyange manufactures a wide range of products & thus has quickly become a household name in the 
fast-moving consumer goods industry in Rwanda. This therefore indicates that Inyange industry to be highly competitive 
in the Rwanda market and its regions needs to continuously innovate based on the products that satisfy the market it 
operates for it to meet its financial performance target. Currently, there is no known study that has focused on extent 
determining effect of innovation strategy on performance of milk processing companies in Rwanda. This study therefore 
sought to fill this knowledge gap by answering the question what are effect of innovation strategies on performance of 
milk processing companies in Rwanda? 
 
1.2. Objectives of the Study 
 
1.2.1. General Objective 

The main objective of this study was to investigate effect of innovation strategy on organizational performance in 
milk processing companies in Rwanda. 
 
1.2.2. Specific Objectives 

To determine the effect of product innovation strategy on organizational performance in the milk processing 
companies in Rwanda. 

. 
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2. Conceptual Framework 
 

 
Figure 1 Conceptual Framework 

 
3. Target Population 

According to Bryman & Bell, (2011) population is the entire group of people put together by a common feature 
and from where a sample would be drawn. This individual consisted of all Inyange industry employees working at the 
decision-making levels since they are the ones involved in laying out the strategies. The target population was 156 
respondents.  
 
3.1. Sampling Procedure 

The 156 population was sampled. Stratified random sampling was used. The sample size was statistically 
calculated using Slovin’s formula (n = N/1+ N (e)2 
Where;  
n is the sample size,  
N is the population size (156)  
e is the desired level of precision (0.05) 
n = 156/1+ 156 (0.05)2=113 
 

Department Population Sample 
Finance managers 12 9 

Accountants 48 35 
Logistics managers 96 69 

Total 156 113 
Table 1: Sampling Frame 

 
4. Research Findings and Discussion 
 
4.1. Product Innovation on Organizational Performance 

Table 2 indicates effect of product innovation on performance at Inyange industry according to the respondents.  
 

4.1.1. Descriptive Statistical Analysis of Product Innovation 
The study sought the view of the respondents in regard to product innovation strategy in Inyange industries. 

Respondents’ opinion on product innovation with regard to Inyange industry performance was captured using 1 - Strongly 
disagree; 2 – Disagree; 3 – Indifferent; 4 – Agree; 5 – Strongly agree. Respondents’ opinions and their percentages are as 
shown below: 
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Statements 1 2 3 4 5 Mean Std. 
Dev 

Inyange industries offers high quality items to their 
customers 

6.2% 7.2% 8.2% 30.9% 47.4% 4.06 1.19 

Inyange industries increases manufacturing quality 
in components of current products 

4.1% 4.1% 3.1% 42.3% 46.4% 4.23 0.99 

The product performance is relatively high 
compared to other manufacturing companies 

11.3% 7.2% 8.2% 28.9% 44.3% 3.88 1.36 

The products offered by Inyange industries are 
highly differentiated. 

7.2% 12.4% 13.4% 42.3% 24.7% 3.64 1.19 

Inyange industries designs product functionalities 
totally differing from the current ones 

4.1% 7.2% 8.2% 37.1% 43.3% 4.08 1.09 

Inyange industries increases manufacturing quality 
materials of current products 

6.2% 10.3% 9.3% 27.8% 46.4% 3.98 1.24 

Inyange industries develops new products with 
components totally differing from current ones. 

5.2% 8.2% 12.4% 32.0% 42.3% 3.98 1.16 

Inyange industries develops new products for to 
improve customer satisfaction 

4.1% 7.2% 6.2% 34.0% 48.5% 4.15 1.09 

Inyange industries decreases manufacturing costs in 
components of current products 

7.2% 3.1% 6.2% 40.2% 43.3% 4.09 1.12 

Table 2: Product Innovation on Performance 
 

In terms of effect of market innovation on performance at Inyange industries, the highest observed mean was 
Improving service quality is one of our key objectives of our market innovation strategy (M=3.59; SD=1.364). This was 
followed by our market innovation and way of operation is the most suitable for delighting our customers (M=3.39; 
SD=1.836) and the company competitiveness has increased greatly since the introduction of market innovation (M=3.10; 
SD=1.236). The least mean score items on effect of market innovation on performance was formulating market innovation 
increases employee knowledge and skills (M=1.82; SD=1.262) followed by Market innovation strategy has helped the 
organization to achieve its strategic goals (M=2.30; SD=1.365) and Internal cooperation is an important part of market 
innovation strategy (M=2.51; SD=1.622). 

4.1.2. Correlation Analysis Product Innovation 
Correlation analysis was conducted to empirically determine whether product innovation was a significant 

determinant of organization performance. 
 

 Product 
Innovation 

Organization 
Performance 

Product 
innovation 

Pearson Correlation 1  
Sig. (2-tailed)   

N 97  
Organization 
performance 

Pearson Correlation .518** 1 
Sig. (2-tailed) .000  

N 97 97 
Table 3: Correlation Analysis on Product Innovation 

**. Correlation Is Significant at the 0.01 Level (2-Tailed) 
 

Table 3 indicate that Product innovation is significantly correlated to the Inyange industry performance (r=0.518, 
p<0.01). This shows that the sampled data can be applied to the general population across manufacturing companies at 
95% confidence level. 
 
4.1.3. Regression Analysis – Product Innovation on Performance 

Regression analysis was conducted to empirically determine whether product innovation was a significant 
determinant of performance. Regression results in Table 4.8 indicate the goodness of fit for the regression between 
product innovation and performance was satisfactory in the linear regression.  

An R squared of 0.312 indicates that 31.2% of the variances in performance of Inyange industry are explained by 
the variances in product innovation in the linear model. The correlation coefficient of 51.8% shows the predictor variables 
has a positive correlation with performance.  
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Model R R Square Adjusted R Square Std. Error of the Estimate 
1 .442a .301 .312 .65724 

Table 4: Model Summary 
a. Predictors: (Constant), Product Innovation 

 
Result review that product innovation is statistically significant in explaining performance of Inyange industry in 

Rwanda. An F statistic of 5.020 indicated that the combined model was significant. From the analysis, a p-value less than 
0.05 (p-value =0.0000) was obtained. This implies that the simple linear model with product innovation as the only 
independent variable is significant. 

 
 
 

 

Table 5: Anova Results Showing Effect of Product Innovation on Performance Anovab 

a. Dependent Variable: Organizational Performance 
b. Predictors: (Constant), Product Innovation 

 
Correlation coefficients show that product innovation (X1) is significant (p-value = 0.0000) in influencing 

organizational performance (Y). Results are shown in Table 4.10 and the fitted model from this analysis is shown below: 
Y= 2.487 + 0.342X1 
 

Model  Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. 

  B Std. Error Beta   
1 (Constant) 2.487 .270  7.169 .000 

 Product 
innovation 

.342 .062 .444 2.241 .000 

Table 6: Coefficient Results Showing the Relationship between 
Product Innovation and Performance Coefficients (A) 

a. Dependent Variable: Organizational Performance 
 

5. Conclusions 
The study reaffirmed that there is a positive and significant relationship between product innovation and 

performance of the milk processing companies in Rwanda. The study therefore concludes that there is a positive and 
significant effect of product innovation strategy on performance of Inyange industry. The study further concludes that 
among the innovation strategies included in the study, product innovation strategy had the most influence on performance 
of the milk processing companies in Rwanda. 

 
5.1. Recommendation. 

Inyange industry to continuously engage in product innovation to enhance the competitive advantage it possesses 
against other players in the manufacturing sector. This can be achieved by conducting market research among its users 
and non-users to identify products that they can introduce into their product catalogue. 
The study recommends that Inyange industry should consistently analyze and measure their services operations in an 
effort to enhance operations efficiency.  
The study recommends that to increase number of customers and for Inyange industry business to grow further and also 
for them to invest more in consumers. That Inyange industry should embrace the adoption of market innovation strategies 
by taking advantage of the numerous communication technologies and mediums to reach a larger audience. 
 
5.2. Areas for Further Research 

The purpose of the study was to examine the effects of innovation strategy on organizational performance in the 
milk processing companies in Rwanda industry taking Inyange industry as a case. A comparative study of innovation 
strategies and how manufacturing firms are using them and what impact they have had on their performance 
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