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Abstract

Innovation is increasingly gaining traction as a way for the corporate company to stay competitive

in a dynamic and unpredictable market. The changing landscape of knowledge forces corporate

organizations to search outside the boundary of the firm, thus taking a participatory approach and

engaging with external stakeholders through open innovation. This is also reflected in the growing

body of academia on the subject. This thesis focuses on the way corporations innovate and engage in

inter-collaborative activities with stakeholders. An insider view is undertaken to research how both

innovation within and outside the boundary of the firm is practised. The thesis presents the way

stakeholders are chosen, as well as how collaborations are established and nurtured. By focusing on

these aspects, we will investigate whether it affects the innovation performance of the corporation.

For the purposes of this thesis, empirical qualitative data was obtained through an in-depth

analysis of two of the largest corporations in Denmark, operating in different industries. Lengthy

interviews were conducted with the respective top managers, supplemented with observations made

at the premises of the two organizations, as well as other secondary sources. In addition, accounts

of external stakeholders who took part in the open innovation process were also investigated. The

phenomenon of interest was studied as a case study, which provided contextual insight into attitudes

and behaviour.

The findings reflect that a corporate organization needs to leverage upon both internal and external

stakeholders to enhance the innovative performance. Moreover, a corporation can’t obtain knowledge

from outside the boundary of the firm until there is an organizational openness to change. The

research also reflects that the cognitive distance between the corporate company and its respective

stakeholders can either hinder or enhance their ability to collaborate. Open innovation endeavours

can be the solution to improve corporate innovation if the prerequisites of it are taken into account.

Consequently, this thesis proposes a model displaying the means through which a corporate company

can enhance its innovative performance, whilst engaging with external stakeholders.
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Chapter 1

Introduction

The present research explores the role of open innovation in corporate organizations. Innovation

has a wide applicability in the business world, being considered a leading component for success

in today’s global and unstable environment. The contribution it has to competitive advantage is

recognized in the PwC’s 2017 CEO survey, where 60% of the respondents claim that competition in

their sector has been significantly reshaped due to technological advancements. This is a result of an

increasing influx of disruptive entrants in the market, such as startups. Startups are often perceived

as being stronger at identifying disruptive opportunities for growth and expansion, compared to

their corporate counterparts. Corporations started to challenge their status quo to keep up with the

accelerating speed of business cycles and industry change. Even though businesses recognize the

importance of innovation, they often lack clarity on how to improve.

The McKinsey Global Innovation Survey 2007 mentions that even though 84% of executives agree

that innovation is critical for their business, only 6% are satisfied with the innovation performance.

Although there are recognized benefits, well-established businesses find it difficult to innovate, since

they lack organizational agility. However, this task is not impossible. Another McKinsey analysis

(2015) gathered data from over 300 companies, including both performance leaders and laggards,

in a broad set of industries and countries. The study revealed that high performance in innovation

outcome can be fostered by attributes that relate to the conditions and delivery of innovation. One of

the suggested practices is to engage and capitalize on external networks. The 2017 PwC Innovation

Benchmark Report shows that 61% of companies are embracing open innovation (OI) to generate new

ideas. More so, 77% of companies that are recognized as strong innovators have an open structure for

collaboration in place (BCG 2018 Global Innovation Survey).

5



6

As a result of its innovation performance, the European Commission ranks Denmark as an "innova-

tion leader" on its 2018 European Innovation Scoreboard, specifically in the area of human resources

and innovation-friendly environment. Danish companies recognize the benefits of implementing in-

novation, given that 44% of the enterprises are identified as innovative according to Statistics Denmark

(2016). The same source shows how innovation is implemented at the level of organization, marketing,

product and process. Danish companies also have extensive experience in OI, as presented in a 2008

OECD project on Globalization and Open Innovation. The same project revealed that in Denmark,

large firms collaborate more in innovation activities than small and medium-sized enterprises (SMEs).

We focus our research on how established Danish corporate organizations (CO) innovate, and

have chosen to study those who clearly state that they engage in inter-collaborative activities with

stakeholders. We consider their inside corporate views on what constitutes innovation, and study

how it is practised. For this reason, we approached the managers who work with innovation in

the organization on a daily basis, and have experience and insights on how collaborative practices

are taking place. More specifically, we look at the way stakeholders are chosen, as well as how

collaborations are established and nurtured. By focusing on these aspects, we can investigate whether

it affects the innovation performance of the corporation.

1.1 PREVIOUSLY RELATED STUDIES

Before conducting this investigation, we first must elucidate how our area of interest is approached in

the current research. As ubiquitous as the term corporate organization is, a precise definition of the

term is hard to find in the available literature. The closest definition found is that of a "bureaucratic

firm", that encourages stability, specialization and control (Morse, 1986). Since there is no widely-

used term in academic sources, we conclude that the definition and characteristics of a corporate

organization are implied. Therefore, we will take the Morse (1986) denotation for the purpose of this

paper. The growth of CO has been sustained by vertical integration, with self-reliance in improving

products and processes. By engaging in economies of scale and scope, a CO could maintain its po-

sition of dominance, as new entrants would need to make comparable investments when entering

the market. However, reality is changing. New entrants are more likely to disrupt (Christensen, 1997),

by means of new technologies and approaches, threatening the market leadership of incumbents.
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Such changing conditions in the global business environment demands that established corporations

adopt entrepreneurial strategies as a path to success (Ireland et. al., 2009). In short, they need to

innovate.

Innovation is seen as the buzzword of the past decade. Surprisingly, it is still a challenge to capture

the nuances of the meaning that the term entails. The term embodies various characteristics as

it can refer to an attribute, an activity, a product or a process (Hakkarainen & Talonen, 2014), and

is sometimes mistaken for invention. Schumpeter is perceived as the "father" of innovation and

coined the highly referenced innovation types as form of new goods, new methods of production, new

markets, new sources of inputs and new organization. The entrepreneur is then seen as the catalyst for

these types of innovation. Accordingly, the emphasis around the term innovation then also considers

individual skills and behaviour. Research also proposes considering innovation as a collective accom-

plishment (Van de Ven, 1986). Thus, a great choice of terms spring from existing research. We choose

to use the Goffin & Mitchell (2017) definition of innovation as the "act of introducing something new",

as it does not limit innovation to either a specific type or specific outcome. More importantly, the

usefulness of the term does not lay in its definition, but in its effect. Whether to innovate or not is

an important corporate decision and can determine the survival of the CO. The argument made by

Drucker (1985) that large business will not survive rapid change unless they acquire entrepreneurial

competence is more relevant than ever. While the role of individual entrepreneurs in innovation has

been emphasized, the role of corporate entrepreneurs and corporate innovation is less recognized.

External corporate venturing is a way in which firms can incorporate external entrepreneurial

activity into the corporate organization. Nowadays, knowledge is not kept within research and de-

velopment (R&D), but has diffused outside the CO. Corporations may be reserved to opening up

to outsiders, as it goes against their nature and the practices that have defined them. Furthermore,

exposing goals and projects on display is regarded as a risky practice. Nevertheless, if a corporation

wishes to survive, it must do so, no matter how big or capable it is. In this case, they would not be the

only ones taking the risk.

As previously proved, an increasing number of corporations engage in OI. We use the term of

Chesbrough (2003) to understand what the practice actually entails. The coined concept of OI refers
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to it as the purposive use of inflows and outflows of knowledge, to accelerate internal innovation,

and, respectively, expand the markets for external use of innovation. Since it is a popular practice

in corporations, we propose a new understanding of how OI contributes to the innovativeness of a

corporation by researching the effect on the innovation outcome.

Infusing innovation into a corporation does not guarantee a successful outcome if not continu-

ously improved to respond to changing circumstances. An interesting way of continuously improving

existing innovative businesses is proposed in the Stepping Beyond model by Breuer, Wolze & Um-

bach (2013). The model advances user-centered focus practices for SMEs, by which to achieve soft

innovation, leveraging on the novelty and aesthetics of the products. As the proponents of the model

claim, it is a way for SMEs to improve their innovative practices with minimum spending, while also

touching upon OI as a way to reignite innovation. We were in doubt if the model should be limited

solely to the context of SMEs. The reason for such doubt is the fact that even though SMEs do have

limited resources at their disposal, they may have the advantage of more disruptive potential than

corporations do. Hence, the Stepping Beyond model is developed to aid small innovative companies

become even more innovative. We were curious whether there was a possibility to expand this, by

investigating whether the suggested practices can be of any use for corporations who may struggle

to strengthen innovation within their organization. Since we are inquiring into ways to apply it to a

corporate context, we are then also incentivized to research whether it can lead to more disruptive

forms of innovation, which are required when competing against new entrants. The fact that this

model also touches on OI makes it fitting to the scope of the present research.

1.2 PRESENT STUDY

The aim of this research is to uncover the way Danish corporations innovate, and the way they

engage with stakeholders in doing so. We explore both how they perceive and practice innovation

in a corporate setting, by investigating the choice of stakeholders, and whether it creates a desired

outcome for the innovativeness of the corporation. We anticipate emerging dynamics in the inter-

stakeholder collaboration, given the individual characteristics and motives of each party. We will use

the conceptual mechanism of cognitive distance, which claims that the perception and interpretation

of the world differs to the extent that cognition is constructed along different life paths (Nooteboom,
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2009). If such perceived distances are discovered, we will then investigate whether there are ways to

reduce them (Gassmann, 2006). To our knowledge and insights from reviewing the available literature,

little attention has been given to the relation between cognitive distance and the degree of innovation

pursued by the corporate organization. This led us to the following problem statement:

How are external stakeholders integrated into the innovation process of the corporate organization, and

does the choice of stakeholders relate to the innovative outcome of the collaborative process?

This problem statement is made operational through the following research questions:

1. How does innovation happen in the case companies?

2. What do the case companies seek through stepping outside the Innovation funnel?

3. How can the Stepping Beyond model be applied in the case of corporate organizations?

4. To what extent, and how does cognitive distance influence the case companies ability to collaborate

with stakeholders?

5. How can open innovation endeavours be sustained over time in a corporate organization?

The research methods focused on in-depth analysis of two of the largest corporations in Denmark.

Lengthy interviews were conducted with top managers, supplemented with observations made at

the premises of the two organizations. Other stakeholders accounts were also investigated. The

phenomenon of interest was studied as a case study, which provided contextual insight into attitudes

and behaviour.

An overview of the structure of this paper is provided next. The reader is first introduced to the

methodology chapter, as it shows the strategy employed to the study and research design of our topic

of interest. We present the way knowledge was gathered and interpreted. We account for the iterative

processes, which formed our abductive cycles during fieldwork. In this chapter, we also disclose our

thinking process in collecting and processing data. After the reader is familiarized with our approach

and reasoning for the choices made in developing this research, a literature review will follow. On one

side, the reader is presented our interest, while on the other, sees how it relates to ongoing academic

debates. The literature review chapter is divided in two areas of research, that correspond to the
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iterative process described in the methodology chapter. Furthermore, a theoretical model will be

presented which we chose to further elaborate on. Before applying theory to our data, we first present

the case companies to the reader, so that the general context of those whom we chose to study is

understandable. This will also show the suitability of the chosen cases to our research scope. The

analysis follows the logics of the research questions in building our arguments. Moreover, it is ordered

similarly to the structure of the literature review chapter. This way, the reader can follow the same

pattern of concept alignment. The contribution of the discussion part is a refined and extended

version of the model mentioned in the literature review chapter, which we extended based on data

results, and additional theoretical concepts. Moreover, the implications for practising the suggested

model are also offered, together with limitations and additional ideas for future research. We finalize

by referring to how the outcome of the thesis should be understood, assessing its quality in filling the

gap in the literature, and if it reflects the context of the studied phenomenon.



Chapter 2

Methodology

In order to answer the above-mentioned problem statement, the methodology has to be explained,

as it sets the course for the rest of the paper and presents the reasonings behind our methodological

decisions.

2.1 RESEARCH PHILOSOPHY

Engaging in research presupposes the consideration of assumptions for what constitutes reality and

the logics behind developing knowledge. Such structures pose constraints on the way researchers

choose to develop the design of their research. Social inquiry must also follow the philosophical claims

and underlying principles of the scientific method. To justify the choices we made in carrying out the

present study, we have to be clear about how we perceive both the nature of reality and the nature

of knowledge itself. This further results in applying a relevant methodology with the combination of

particular techniques used for working with theoretical and empirical material within the context of

social life. In other words, we, as researchers, adopt ontological and epistemological assumptions that

fit the scope and way of tackling the social phenomenon, with mutual implications.

The nature of social reality is currently disputed by attributing either a realist or an idealist theory

to the question of what is the nature of social reality. Whereas in a realist theory, phenomena exist

independently from the observer, idealist theory suggests that the external world has no independent

existence apart from the representations in our individual minds. Unlike natural phenomena, we live

in a world of shared understandings and meaning-giving behaviour. As argued by Blaikie (2007), "It is

the meanings and interpretations created and maintained by social actors that constitute social reality

for them. Social reality consists of the shared interpretations that social actors produce and reproduce

as they go about their everyday lives" (Blaikie 2007: 17). We take the latter stance in our research, since

we consider what counts for truth varies depending on the viewpoints taken into account, and that it

11
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is impossible to obtain objective information given the effect of experimentation itself. Additionally,

given the fact that the present research has been conducted by two researchers made us aware that

what counts for truth varies since different observers have different viewpoints, even when studying

the same phenomenon. Our individual minds build representations which we regard as being real

and meaningful.

Now that we made clear the way we perceive the nature of reality, the immediate concern that

follows is how this reality can be made known to us and argue for the objectivity of the certain form of

belief (Hughes, 1990). It answers the question of how we know what we know with the procedures that

produce reliable knowledge. We regard the world as a result of constructs which affects our perception

of it, so we find constructionism to be an appropriate complement to the chosen ontology in that

meaning is constructed rather than discovered. There is no absolute truth, just criteria that are agreed

upon. Construction is a social process where reality emerges from interactions. We as observers

played an active role in creating meaning, a process which can be both individual and social. We

have undergone two levels of construction. The first one relates to how the social actors we studied

interpreted their own actions and experiences. Subsequently, we then constructed our knowledge

based on those interpretations. Hence, since this refers to knowledge shared intersubjectively, we

define our epistemology as social constructionism. The knowledge of this paper does not constitute

one truth, instead it allows for a plurality of truths. Our research strategy and research design adapt

this knowledge of philosophy.

2.2 RESEARCH STRATEGY

In our procedure for generating knowledge, we aimed to increase understanding of the phenomenon

through incorporating perspectives that would help us understand theoretical complexity. We sought

to understand innovation and collaboration through the motives and comprehension of actors in-

volved in them. Such accounts led to iterative processes which aided us in developing existing theory.

In other words, our process has been an abductive one. By choosing to look at interpretation of

the phenomenon instead of testing assumptions, we don’t validate already existing knowledge, but

contribute by creating more knowledge to the social scientific discourse. Another reason for having an

abductive approach is the fact that we cannot be freed of previous theoretical conceptions reflecting
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our standpoint as researchers. It is important to stress that this did not impede our openness in

gathering new insights. We did not seek confirmations, we sought surprises and anomalies, which

where the basis for balancing theory and data.

Moreover, following a method in a rigorous manner is impeded by the temporal and conditional

manifestation of a phenomenon, since social realities change constantly, and as researchers, we tried

to avoid fundamentalist tendencies. Our philosophical stance motivated us to analyze the discourses

of our corporate subjects, which revealed the way they understand and work with innovation. The

insights were then abstracted and used to test plausible explanations and modify known premises,

avoiding a clear demarcation between the two. Such an approach is supported by Alvesson & Karreman

(2007), who suggest to "pay particular attention to the interplay between theory and empirical material,

thus focusing on how inconsistencies and breakdowns derived from empirical observation, may help

us develop theory" (Alvesson & Karreman, 2007: 1266). Abduction does not lead to theory generation,

nor to theory testing, but rather theory elaboration. In this case, the general theory and context are

investigated simultaneously, with the aim of reconciling the general and the particular (Ketokivi &

Choi, 2014). The relevance of the abductive cycles in further building the research design are presented

next.

2.3 RESEARCH DESIGN

The present study was not designed at the outset. Instead, we redesigned it following abductive

cycles, which guided us in refining the initial research questions, while simultaneously formulating

the most appropriate way to address them. Our initial interest laid in tackling innovation processes.

As innovation is mostly associated with startups and design-driven firms, we decided to look the

other way, namely in the more rigid structures of a corporate organization. We were curious about

how innovation processes flourish in the rule-driven corporate environment, and whether these

companies take steps back, ahead or to the side, as presented in the Stepping Beyond model. Our

attention was caught by Arla, the largest producer of dairy products in Scandinavia, that has created

Arla Innovation Centre. We saw the creation of a separate entity as a proof that innovation is taken

seriously in the organization, but in order to understand how it is being shaped, we decided to discuss

with those directly involved in it, thus we started by interviewing the director of the Arla Innovation
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Centre via Skype. The results did not disappoint as we discovered that Arla indeed employs all sorts of

innovation processes, which were thoroughly described during the discussion. What surprised us in

the conversation was how much emphasis was put on collaborating with stakeholders, and that the

Arla Innovation Centre was actually a space for collaboration. It is then we realized that the Stepping

Beyond model needed more elaboration for the stepping aside detour of the innovation funnel. This

surprising realization led to our theoretical focus on OI and how integrating stakeholders affects the

process and the degree of innovation achieved. This was the first abductive cycle.

The matter required more investigation, thus we visited Arla Innovation Centre in Aarhus for a

follow-up meeting with the Science Director, and observed what is happening in the field, specifically

how the facility sets the stage for collaboration. To supplement data, we were on the lookout for an-

other corporate entity which engages in both innovation and collaborative activities. Hence our choice

fell on Telia, a Scandinavian Telecommunication company. Telia presents itself as having corporate

power with a startup attitude, which resulted in the creation of the Division X, in charge of nurturing

innovation within the company. Within this business division, Telia created the JUMP programme,

offering collaborative opportunities with startups. We visited the premises of the company and spoke

to those directly involved in these partnership projects. While discussing the way in which they engage

in OI, we observed a different aim for engaging with stakeholders than that of Arla, together with an

anomalous corporate behaviour. The anomaly had to be elucidated. This was the second abductive

cycle. The iterative process ended after interviewing partners of Telia in order to confirm or disconfirm

if what we observed was an actual anomaly.

The abductive cycles of balancing theory and data allowed us to define the problem and formulate

the final research questions. The use of qualitative methods allowed us to compare the innovation

and collaboration of the two corporate cases, which represent the main theoretical focus throughout

the study. We look at how the chosen corporations create innovation. We present the implications of

the Stepping Beyond model, specifically the ways to expand it by taking side steps. Afterwords, we

look into stakeholder collaboration by clarifying our understanding of OI.
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After presenting the two main cases and the supporting ones, we analyse the similarities and

differences, together with the impact of collaboration, from the viewpoint of the corporations. Our

focus is limited on reason, process, and result of collaborating with stakeholders for the innovation

agenda of the selected cases. We then contribute to the step aside part of the Stepping Beyond model,

by supplementing it with notions derived from existing literature and empirical findings. In the

following chapter after methodology, we will continue by reviewing the literature, both the literature

used before and after doing fieldwork. Before analysing the data, the companies will be presented

to the reader, so that he is given the motives for choosing the particular cases. We will then end with

a theoretical and practical discussion when presenting the refined and extended Stepping Beyond

model, which will contribute to the theories we found prior to entering the field.

2.4 RESEARCH METHOD

Case study

The present research is designed as a case study. We underline that this is not a case study of the sites

of Arla and Telia, but a study of the occurrence of comparable phenomena - events limited in time and

studied retrospectively (Czarniawska, 2014). We did not do an exploratory and holistic study of the

designated corporations, but we are looking at the phenomenon of converging stakeholder knowledge

into the innovation process, focusing on the collaborative encounters and retrospective account of

those actors involved. By approaching it as a case research, we aimed at creating knowledge through

theory elaboration. We realized that just testing the Stepping Beyond model was not enough since

just testing the logic would not give us as much insight as when reconciling it with contextual idiosyn-

crasies, thus emphasizing our abductive reasoning. As case researchers, we challenge theoretical

predispositions through the intricacies of data.

The study of human affairs produces a context-dependent type of knowledge, which is why

closeness to real-life situations is important. Accessing the wealth of details does not only uncover

the nuances of the studied phenomenon, but is also central for us to develop our learning process as

researchers through proximity to the object of study. This in turn constitutes a prerequisite for deeper

understanding than, for example, statistics applied to large groups. While wide applicability is still

seen as a standard in research, we argue that the ability to discover the dissimilar nuances between
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individual cases can provide comparable academic expertise. The choice between depth and breadth

is made in consonance with the pursuit of knowledge inferred from the posed problem statement.

Qualitative research

Given the previously stated research philosophy, strategy and design, we applied qualitative methods

of inquiry for answering the research questions. While quantitative methods are more appropriate

for measuring data, qualitative methods allow us to characterize the world in a descriptive way and

examine concepts in specific context of inquiry. A more objective approach would force us to fit

everything into observable categories. Whereas such an approach is more suitable for hard science,

we can’t control human behaviour and its interaction with the environment the same way as when

replicating exact systemic observations possible in the lab or when measuring statistical data. It is

argued that combining both would aid the sound development of social science. This is why, beside

our main method of interviewing and observing, we incorporated some quantitative data derived

from available corporate sources. Nevertheless, it is hard to apply scientific rigour to the study of

people, since, as previously mentioned, the case study is temporal and contextual, and facts and

measurements that are applied at the moment may not be relevant when repeated in the future,

considering the change of conditions. This should not be considered a downside, but a chance to

follow patterns for exposing the subjective meaning that people give to their own lived experiences. In

an interpretative manner, by studying rhetoric and behaviour we focused on the meanings that the

actors attached to innovativeness and collaboration, specifically the meanings behind their behaviour

and their reflection of their own actions.

As sources of primary data, we opted for interviews and observations, which disclose rhetori-

cal nuances concomitantly with unfolding comportment. Through the means of an interview, the

researchers are not alienated from their subject, but investigate experiential variance. What better

way to understand attitudes, than through the emerging meanings of their lived world? By imposing

preordained understandings, we would have missed key aspects of their sensemaking. A method-

ological choice was to prompt interviews to become the production site of spontaneous narratives,

where rich data would be the source of knowledge in a common conversational endeavour or, in

the words of Czarniawska (2014), a common enterprise in knowledge production. Narratives are a

mix of explanations with interpretations, which allows the interviewee to share his experience and
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perspective of situations. In order to evoke narratives, our duty was to not dictate the course of the

conversation from beginning to end or limit it to predetermined topics, but to give our interested and

respectful attention. We were consciously aiming at their particular attitudes and recollections of the

studied phenomenon: "What people present in interviews are but their interpretations of the world.

Still, these interpretations are extremely valuable to the researcher, who can assume that it is the same

interpretations that informed their actions" (Czarniawska, 2014: 30). Even though we wanted to give

the interviewees more control over the conversation, we still need to acknowledge power asymmetries

in interview relationships. Some of these power asymmetries are explained by Kvale (2006). The

interviewer rules the interview because of the scientific competence of the researcher, which dictates

the agenda that rules the conversation. The interview is a one-way instrumental dialogue. The roles of

the parties are clearly defined, where the interviewer asks and the interviewee answers, as a means

serving the researchers’ end, which are followingly interpreted according to academic interests. Lastly,

the interviewer holds a monopoly over the interpretation of the interviewee’s affirmations and frames

it according to own schemes. These support the scholar’s claim that research interviews are not an

open dialogue, but an instrumental form of conversation with control over the produced knowledge.

Interviews also provide opportunities for direct observation of non-verbal cues, which greatly

enhances understanding. Moreover, conducting interviews at the organizational settings allows for

visualization and further explanation of descriptions given verbally during the interview. Being present

in the field entails that the focus is not only on the interviewee, but on the environment too, which

can be captured by the researcher through audio-visual methods. These materials are framed by

researchers, in that they choose what will be included and excluded. It has been argued that applying

such methods makes the observation more obtrusive, but in essence, the study of the social world

is obtrusive. Alike analysing the subject matter of a an interview by simultaneously using theory

and context, the analytical categories for visual analysis claim that "A visual analysis begins with

description, highlighting the formal properties of an image, then placing it in a genre, and finally

setting it in a wider context - both spatial and temporal" (Czarniawska, 2014: 104).

Our secondary sources of data were collected in the form of corporate-owned materials with

additional data sources from the cyberspace. We were interested in how organizations promote

their innovativeness and collaborative projects by studying the more formal and orderly discourse
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in the form of publicly available materials. We were interested in the controlled image as a unit of

analysis, wondering whether this data confirms the corporate self from the primary data or if there is

misrepresentation of the corporate self. We studied the exposure and behaviour of corporates in the

cyberspace to also get a sense of the discussions they are partaking in. We see the advantages of this

data as being less obtrusive in studying conduct in a naturally occurring context, preventing barriers

to participation or other methodological complications.

2.5 DATA COLLECTION

When stepping into the field, we started with the innovation funnel theory in mind, and needed to

further explore how corporations implement innovation. The first open-ended exploratory interview

was relevant for investigating the guiding research question, and it was not standardized, to allow for

progression:

"Adhering to some misguided sense that the protocol must be standardized so that there is consistency

over the course of the project is one of the reasons why traditional research sometimes is not very good at

uncovering new concepts to develop. And part of their development occurs during the research that

discovers them, so long as researchers are sharp and prepared to adjust on the fly" (Gioia; Corley;

Hamilton, 2013: 20).

We were fortunate to be given the contact of the Science Director of Arla Innovation Centre, Peter

Sinding Andersen, whom agreed to talk to us through either an online session or via telephone. We

preferred the first one, since it allowed us to build rapport, and gave us the chance to not only observe

non-verbal cues, but also to actively listen. As active listeners, we respected a few rules of conduct: tak-

ing time by letting the person tell their story, be patient when the subjects talk about important things,

react with proper body language and tone, showing interest by making eye contact and not looking at

any device or notepad, hear and not just listen by asking clarifications of notions we didn’t understand,

and lastly, ask for more information when needed. These were especially necessary as this was an

in-depth, open-ended exploratory interview, that allowed us to explore all facets of the innovation

processes in Arla and go beyond the initial questions and be open to any and all relevant responses.

To our pleasant surprise, by respecting the above-mentioned considerations, we were able to get a

lengthier one-and-a-half-hour interview and an invitation to visit the premises of Arla Innovation

Centre. Peter was quickly revealed as a key informant, whom had the expert knowledge and experience
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dating back to the first time Arla started implementing innovation in the organization, revealing not

only how the decisions were made, but how those decisions were accounted for. It is in the context

of this interview that we realized that besides the Stepping Beyond model, more attention needed

to be given to matters of stakeholder collaboration. The interview was recorded by both researchers

with permission granted by the interviewee, with notes being taken simultaneously which served the

purpose of guiding the conversation and retaining interesting details. To grasp their lived experience,

it was important to note down their terms, not ours. The advantages of recording interviews are the

accuracy of recall and the possibility to transcribe them for further analysis, which we did with all

ensuing interviews. In the abductive fashion, we re-scheduled a new meeting with Peter in order to get

more insights of the emerged concept. This time, the interview would take place at the centre, where

the setting would help us grasp more nuances of the activities that happen there. It is worth mention-

ing that after this and all other following interviews, the two thesis researchers used time right after

the end of the interviews to share with each other impressions and the points that drew most attention.

The follow-up interview at the premises of the centre in Aarhus was a combination of a semi struc-

tured interview and observations. The questions still remained open ended, but the researchers had

more control over the questions asked, "designed as a focused and carefully crafted interview strategy

to explore systematically areas that already have been deemed of importance in the study" (Schensul

& LeCompte, 2013: 172). Again, this was also applied to all following interviews by agreeing on the

guiding concepts, but also reformulating the questions as a result of the flowing dialogue of following

interviews. The scholars further affirm that the objective is to identify variables as component parts

of factors. Innovation practices and collaboration where factors that needed more exploration of

variables regarding, for example, the need, manifestation, scope, gains, resistance, etc. The observa-

tions started already in the interview, where Peter presented his own visuals in the form of a Power

Point presentation, which not only summarized the activities of the centre in an understandable

way, but was also helpful in investigating the reactions and emphases exhibited by our host while

interacting with the slides. This allowed us to form a mental image of the reported events, which

greatly enhanced our understanding. Of course, we are aware that any such visual display is framed

by the interviewee, which we attempted to overcome by noticing non-verbal communication and by

framing our own visuals. Once more, the visuals were taken with permission and using the telephone,

as a less obtrusive solution for preventing idealized behavioural performance. The visuals allowed
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for effective observation of the centre’s physical space and the specific activities that the employees

where engaged with at that moment. Observations resulted in more material of how employees use

the space to develop innovative solutions and interact with stakeholders. The visit at the centre was

again a lengthier one of three hours instead of one hour, as previously stipulated.

Having now two focuses, innovation practices and collaboration with stakeholders, we reached

out to another corporation that did both, Telia, in pursuit of patterned similarities and differences

with Arla. This is the reason why we particularly targeted Telia managers who developed the Jump

program, which ended up in a face-to-face encounter with Claus Berthou Madsen, Senior Project

Manager, and Morten Mørup, Brand Activation and Partnerships. The interview also occurred at the

premises of the corporation in Copenhagen, which, as in the previous case, allowed for observations.

Such a group interview allowed for exploring contextual factors in relation to the primary subject

matter, additionally allowing for more interaction between the managers, whom openly expressed

their opinions with one another. It was also beneficial for us to have them build on the narratives of

each other, filling gaps and explanations, and even bringing varied recollections of the same activities.

One of the non-verbal cues was when they were discussing whether to tell us about what would end

up on record, which hinted at more noteworthy narratives. Similar to the Telia case, we were invited

in the innovation premise inside the organization, where we also got to observe how, why and by

whom the activities were conducted in that space, which we one more time saved in the form of

visuals. We were again presented a visual by the company itself, in the form of a Power Point and

two videos of the process and result of collaborating with stakeholders. This was especially useful

since the Jump program is at pause now, so it gave us a significant glimpse of how it was done before.

An observation and further discussion of the video details followed. Even though the Arla and Telia

interviews were constructed along same guiding concepts, we identified a different need for engaging

with their stakeholders in their innovation practices. Moreover, we found that Telia had an atypical

attitude for a corporation. Therefore, we decided to further investigate the matter by reaching out to

two of their stakeholders from JUMP, namely the facilitator and the startup that won the competition.
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The interview with the facilitator Startup Wise Guys, a B2B accelerator, took place via Skype with

Lone Jensen, Head of Partnerships. Lone was involved twice in collaborative projects with Telia,

specifically one hackathon and JUMP. The other interview took place with Sarita, a CareTech startup,

where we spoke face-to-face with Dana Ansberga, Chief Operating Officer. These interviews were used

to account for the unique experiences each had in working with Telia, while also investigating their

take on innovation and expectations as stakeholders. We have discovered views that were different

from that of the corporation, which set the ground for further clarification.

We employed multiple data sources, but at the heart of the study were the interviews. Primary

data is used as the main basis for analysis and discussion of the research paper, and for this reason,

we were careful in how we approached the collection of the data. Our interest in qualitative insights

entails that we did not do the quantifiable surveys or e-mail interviews, but we preferred personal

interactions for the richness of data, which were sampled following the snowball technique, where

each individual identified the other individuals that possessed the characteristics that we desired. The

desire to get qualitative narratives is also why we were careful in selecting our respondents, which in

the case of Arla and Telia were elite interviews with those directly involved with the research matter.

This did not stop us from going a step further in observing the interviewees and getting access to

the corporation premises. Having close encounters also meant that we had to correspond with our

researcher conduct, which enhanced our credibility and allowed for more access to sensitive data, in

addition to getting longer interview duration. This happened as result of both ethical considerations

and interest shown for the information provided, even if it sometimes required an understanding

of specific technical terms. The visual and audio tools were used in avoiding any human errors the

researchers might have had when gathering data.

For secondary data we used the annual reports published by both corporations. The latest ones

were used for analysis, while also taking all the reports published since 2013 for a more comparative

look. We also used other corporate sources, both online and the materials provided by the interviewees,

to cross-check the affirmations in the interviews. Since corporate promotion and communication

have transferred also on social platforms, we also analysed the online presence of Arla and Telia on

the major social platforms, paying particular attention to the dialogues on them. We also looked at

how diverse stakeholders involved in projects with both corporations described the experience via
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online channels, complementing it with how the two stakeholders involved with Telia accounted for

the experience on their own channels.

2.6 DATA PROCESSING

All interviews, with duration ranging from 1-3 hours were transcribed, with prior agreement on the

level of exactness required. For more accuracy, we appealed to each other’s help whenever we were not

sure of the audio content. This is where the recordings taken during the interviews also proved helpful.

These we also used for reminding ourselves of the non-linguistic features which were also recalled

using the visual materials. When dealing with reports, we looked at the frequency of innovation terms

and descriptions of stakeholders over the period of five years. In processing online data, we considered

who the author of the information is and for whom is the information compiled, also considering the

purpose and the accuracy of the publicly-made materials. To not get lost in the constant update of

online information, we took notes and snapshots of the dialogues on corporate platforms and saved it

for further analysis (Appendix C).

In accordance with the research method, we did not use the data for verification, but for elabora-

tion, meaning that we had to approach the processing of data in a grounded way. Our process was

an iterative one, where we simultaneously collected and reviewed the notes that stood out, which

gave us insight on what information to pursue with subsequent informants. Our focus was on the

elite interviews and the knowledgeable rationales for their conceptions and actions. Furthermore, the

analysis of data was not extended besides the researchers, to avoid insider bias. We leveraged on the

fact that we are two researchers working with same set of data, thus deciding to code it separately from

each other to ensure more credibility of the findings. We agreed on how to handle the assessment of

data, not what the content of the assessment should be. Inevitably, different interpretative human

capacities mean that we would encounter similarities and differences in the results. We then used

the disagreements as basis for discussions on how to strengthen our codes by arriving at consensual

interpretations, to improve trustworthiness (Gioia; Price; Hamilton & Thomas, 2010).
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We processed the emerging concepts from the data by employing the method described in Gioia,

Corley & Hamilton (2013), which involves creating 1st and 2nd order categories, based on the notions

of coding developed by Glaser & Strauss (1967). This is a more systematic approach to analysing data

than just cherry-picking convenient quotes. We coded the data using NVIVO software, which allowed

to keep track of the codes, and to collapse and switch them into the different categories, also giving us

quick access to all relevant quotes. For the 1st category, we engaged in open coding, which implies

gathering all codes which emerge early in the research, using informant-centric terms or descriptive

phrases. One researcher ended up in having a range 40-132 codes while the other had the range

142-245. It is important to gather as much data, that might not seem to hang together. The scholars

underline that it is important to get lost at this stage before you can get found. Such a culmination of

codes brought us closer to what Glaser & Strauss (1967) labelled "theoretical saturation", our practical

assessment of the quality of the coding, which we then had to distil. For ordering the data, we started

seeking similarities and differences, thus engaging in axial coding, which reduced the categories to

a more manageable number. When assembling the codes into higher-order themes, the researcher-

centric concepts were then used. Here is where we treated ourselves as knowledgeable agents that

deal with both levels. After each researcher developed her own 1st and 2nd order categories, they were

then shared and discussed, in order to build what the authors call the "data structure": "The data

structure not only allows us to configure our data into a sensible visual aid, it also provides a graphic

representation of how we progressed form raw data to terms and themes in conducting the analyses"

(Gioia, Corley & Hamilton, 2013: 20). The data structure further aided us in structuring the analysis

and influenced our emergent model, which we used to complement existing theory, capturing our

experience in the field in conceptualized terms. The following excerpt is an example of some of the

categories that were created after combining the categories of both researchers.
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Figure 2.1: An excerpt of the researchers’ data structure

2.7 RESEARCH CONSIDERATIONS

Our research has been conducted as a case study of a phenomenon observed in two corporations.

Even though using a case study approach aided us in contributing to existing theories, it is still worth

accounting for some of the limitations of this approach. To do so, we will present the misunderstand-

ing summarized by Flyvbjerg (2001) about the nature of the case study as a research method.

One of the limitations is considered the inability to generalize based on case studies. Whereas

indeed, a hypothetico-deductive reasoning yields findings that can be replicated among more studies,
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the purpose of this research is not to validate existing knowledge, or to quantify it. Our scope was to

look at the particular conduct, which is shaped by particular circumstances. Hence, we needed to

exhaust the exploration of a case before heading to the next one. This is also argued by the forefathers

of the grounded approach: "A single case can indicate a general conceptual category or property;

a few more cases can confirm the indication", the job of the researcher is "not to provide a perfect

description of an area, but to develop a theory that accounts for much of the relevant behaviour"

(Glaser & Strauss, 1967: 30). Another argument would be that our findings directly relate to the per-

ceptions of the interviewees, which again cannot be replicated, as human perception and experience

is unique. The only thing that might be replicated is the interview guide, which again in our case

had to be adjusted to the concepts and tentative relationships emerging from the interviews to date,

something Glaser & Strauss termed "theoretical sampling". This allowed us to decide on what data to

analyse and collect next in order to develop our emerging model.

The closeness of the study to real-life situations allowed for a multiple wealth of details and a close

distance to the object of study prevented a stultified learning process. Another point that Flyvbjerg

(2001) makes in connection with the learning process is that predictive theory cannot exist in social

science. Through this research we did not try to predict, but rather make learning possible. Moreover,

the case study can still aid scientific development, since "formal generalization is overvalued as a

source of scientific development, whereas ’the power of the good example’ is underestimated" (Flyvb-

jerg, 2001: 77). It was more important to clarify the deeper causes behind the corporate behaviour of

Arla and Telia, than to just describe their activities or quantify the results.

Among the other strengths of the case study is that it does not have a bias towards verification or

confirmation of preconceived notions. The case study has its rigour as any method, and the proximity

to real-life situations actually allows for an immediate testing of assumptions, which can be proven

wrong. Thus, "it is falsification and not verification, which characterizes the case study. Moreover, the

question of subjectivism and bias toward verification applies to all methods, not just to the case study

and other qualitative methods" (Flyvbjerg, 2001: 83). Lastly, case studies, and good studies in general,

should be read in their entirety. This is why we opted for narratives in all our interviews, which created

the context-dependent knowledge that made the learning process possible. The world we deal with is

socially constructed hence,
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"Studying social construction processes implies that we focus more on the means by which organization

members go about constructing and understanding their experience and less on the number or

frequency of measurable occurrences" (Gioia, Corley & Hamilton, 2013: 16)

When talking about the research strategy, the abductive method might be viewed as easy choice

for juggling with bits of theory and data. However, we had to consider the limitations of developing

this research, both in the specific time frame in which the research was conducted, as well as the lack

of openness of additional companies or managers that did not provide more clarifications or a basis

for comparison. Again, we would say it is more relevant then to verify emerging concepts from the

abductive cycles with those who are part of the two organizations, than more organizations, given the

contextual knowledge that can prove hard to compare in a larger sample.

Given this limitation, we still managed to have two abductive cycles, that guided us in conducting

the interviews and knowing which concepts to further investigate. Moreover, we should avoid fun-

damentalist tendencies in our approaches since it is questionable how thoroughly one or the other

methods are followed, since the reality of each research project is unique, and we are never com-

pletely uninformed about prior work. Additionally, theory is an ever-developing entity, not a perfected

product. No approach should be treated as a template, because it constraints innovative possibilities.

For this reason, we agree with Gioia, Corley & Hamilton (2013) in that validity and reliability, which

are used to assess the academic quality of a research paper, should be replaced by rigorousness and

credibility. As agreed by Ketokivi & Choi (2014), the case research is not there to produce theories

for others to test, and if they’re subjected to further testing, it should be an extension rather than

validation. We demonstrated rigour in qualitative research by exposing our data structure and showing

how we progressed from raw data to the themes used in conducting the analysis. The trustworthiness

of this project is achieved by the continuous discussions and the separate interpretative frameworks

of the two researchers, that came into play throughout this research.

Now that our way of thinking about the research has been exposed, it is relevant to present the

theories that guided us in the beginning of our research, as well as the ones that came to the fore

during fieldwork.
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Literature Review on Innovation

In the following literature review, we will present the existing theories related to our topic of re-

search.We have divided the literature in two chapters. This is done in order to reflect the way in

which the design of our research progressed. As stated in the methodology, our research has been

an abductive one, as it was a continuous iterative process. As we entered the field with theory in

mind, we realized that the theory required revision, thus leading us to explore another field of literature.

Therefore, in this first chapter of literature review we will concentrate on the literature on innova-

tion and corporate innovation which was the theory that guided us when entering the field. We will

firstly discuss the literature on innovation and the degrees on which innovation can be characterized.

Moreover, we will discuss corporate innovation (CI) and corporate entrepreneurship (CE) in an estab-

lished CO. We will end this chapter with presenting the Innovation Funnel and the model by Breuer &

Ludeke-Freund, that is an extension to the Innovation Funnel. This was the overarching model we

originated from before stepping into the field.

3.1 NATURE AND CHARACTERISTICS OF INNOVATION

The term innovation is ubiquitous. The large body of research on innovation consists of a wide spectre

of views and approaches. Many practitioners and researchers have attempted to define innovation,

but there seems to be little consensus on one universal definition. The term embodies a number

of characteristics as it can refer to an attribute, an activity, a product or a process (Hakkarainen &

Talonen, 2014). Hence, the problematic nature of a common conceptualization of the term.

27
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Innovation is often confused with invention. Schumpeter (1947: 151) defined innovation in short

as "The doing of new things or the doings of things that are already being done in a new way". He

follows up by stating that the concept of innovation is not synonymous with invention, but he does not

propose a definition of the term itself. Webster Dictionary defines innovation as "A new idea, method

or device", whereas invention is defined as "a product of the imagination". Moreover, Cummings et

al. (1978: 34) states that "invention implies bringing something new into being; innovation implies

bringing something new to use". According to Schumpeter, the entrepreneur is the primary catalyst

for innovation (McFadzean et. al. 2005). He differentiates between the inventor and the entrepreneur.

The inventor is characterized as the one who produces ideas and "do new things, or do things in a

new way", but may not necessarily put the ideas into reality. Contrary, the entrepreneur is the one

who "get things done". So while the inventor might not proceed with the idea, the entrepreneur will.

Thus, innovation does not call for invention.

Following this notion, Hjort (2005) defines innovation as invention times entrepreneurship. He

defines invention as "a new idea" and entrepreneurship as the creation of organizations. Van de Ven

(1986) states that even though inventing new ideas can arise at the individual level, innovation is

considered to be a collective accomplishment. Thus, various authors have studied innovation within

organizations. Organizational innovation is a subject that involves research on different dimensions,

e.g. management and leadership of organizational innovation and implementation of innovation and

the creation of an innovative culture (Goffin & Mitchell, 2017; Schilling, 2017).

Schumpeter has been seen as the father of innovation and much research done on innovation

has been drawn from his academic work. He developed what is today perceived to be a quite broad

definition, distinguishing innovation into five types. It can be in the form of a new good or a new

method of production. Moreover, it can be the opening of new markets, a new source of supply or

the carrying out of new organizations (Schumpeter, 1944). These five types have later been studied

separately, e.g. product innovation, process innovation and business model innovation, thus resulting

in different definitions for the type of innovation under study. Again, this illustrates the multifaceted

nature of the term, as it embodies multiple characteristics and the end result can take various forms.

Similar to the previously mentioned definitions, Goffin & Mitchell (2017) define innovation as
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"The act of introducing something new". Van de Ven (1986) provides a more specific definition by

including that innovation is a "a process of generating new products or new ideas". Here we see that

the definition entails that innovation is a new product or idea, thus excluding that innovation can

take the form of other types of innovation. Schilling (2017: 36) restricts innovation to a new device

or process in her definition "The practical implementation of an idea into a new device or process".

However, a common denominator found in the numerous definitions of innovation is the concept

of "newness". Etymologically, the word innovation is derived from the Latin word "novus", which

means new (Breuer & Ludeke-Freund, 2017). Hence, an important component to innovation is that it

is something perceived as new. What is considered as novelty, depends on the eye of the beholder, as

perspectives differ, from company, the market or the world (Breuer & Ludeke-Freund, 2017).

In our thesis we will focus on the knowledge corporate companies leverage on through collaborat-

ing with stakeholders in order to enhance the innovative performance. We have seen that the literature

recognizes innovation as being a collective effort and even though the inventor has the idea, it is not

always the inventor who brings it to life. As stated by Schilling (2017: 36) "innovation can arise from

many different sources" and points to the fact that extracting knowledge from collaborators can create

innovations. Felin & Zenger (2014: 915) define innovation as "the process by which existing knowledge

and inputs are creatively and efficiently recombined to create new and valuable outputs", thus limiting

innovation to be a result of recombining existing knowledge. We therefore choose Goffin & Mitchell’s

definition "the act of introducing something new" as reference when we talk about innovation. It does

not limit innovation to a specific type, nor a specific outcome.

3.2 DEGREES OF INNOVATION

In this section we will present the literature on the degrees of innovation, that being incremental and

radical innovation. Whilst reviewing the literature on incremental and radical innovation the scholars

use the words "types" and "degrees" interchangeably. We see an implication with using the word

"types" of innovation, as it in the literature is also being used to refer to the more specific type of

innovation created by the firm, e.g. product or process innovation. The case companies researched in

this thesis create both product and process innovation, but as this will not be the focal point in our

thesis we have chosen to focus on the degree of innovation as it is useful for further reading. According
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to Schilling (2017: 65) whether an innovation is coined radical or incremental depends on the "degree

to which an innovation represents a departure from existing practices".

As much of the literature separates between radical and incremental innovation, other scholars

see these two as being "extreme points", thus creating additional degrees ranging on the continuum

between the two (Ali et al., 1993; Veryzer, 1998; Goffin and Mitchell, 2017). The Swedish saying "A loved

child has many names" can be seen as true for literature on this topic as many of these definitions

can be seen as describing the same phenomenon. Hence, our choice of focusing on the two "extreme

points".

Schumpeter introduced the phenomenon of creative destruction, "the process of industrial mu-

tation that incessantly revolutionizes the structure from within; incessantly destroys the old one;

incessantly creates a new one" (Schumpeter, 1944: 83). He argued that innovation is the driver for

economic development "through a dynamic process in which new technologies replace the old"

(OECD, 2005: 29). Quite similar, radical innovation is defined as "fundamental changes that represent

revolutionary changes (..) They represent clear departures from existing practice" (Dewar & Dutton,

1986: 1422). According to the view of Schumpeter, radical innovations create major disruptive changes.

Hence, radical innovation is seen as equivalent to creative destruction. On the other end of the

spectrum we find incremental innovation. Several authors defines incremental innovations as minor

change or simple adjustment to existing practices (Dewar & Dutton, 1986; Henderson & Clark, 1990;

Schilling, 2017). This can refer to changes in a process, product, technology or service (Slack et. al.,

2016).

Abernathey & Utterback (1978: 3) show in their study that innovation within an established in-

dustry often is limited to incremental improvements of both products and process. They state that

"major product change is often introduced from outside an established industry". They follow saying

that one of the sources of major innovations to an industry comes from "the start-up of a new, small

firm". This was also pointed out by Baumol (2005: 43); "The latter, rather, is left most often to the small

or newly founded enterprise, guided by its enterprising entrepreneur". As radical innovation entails

stepping into unknown waters, it entails a greater risk. Large corporations tend to avoid this risk of the

unknown that the revolutionary breakthrough entails (Baumol, 2005).
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Scholars indicate that radical innovation create difficulties for established firms (Clark & Hender-

son, 1990), thus creating a potential successful entry of new firms. Camison & Fores (2016) demonstrate

through their study of Spanish industrial firms that large incumbents in the industry favour exploiting

existing technologies through incremental innovation performance. Christensen (1997) states that

incumbents in an industry outperform entrants at sustaining innovations, but new entrants are more

likely to create disruptive innovation. By sustaining innovations, Christensen, on his webpage, points

to the fact that established corporations in an industry tend to "innovate faster then their customers’

needs evolve, creating products or services that are too complicated and sophisticated for many of the

customers in their markets", hence only targeting the customers at the top of the market. Because

the corporations continue to engage in this activity, they do not recognize the disruptive innovations

emerging in the bottom of the market.

According to Abernathy & Clark (1985: 4) "some innovations disrupt, destroy and make obso-

lete established competence; others refine and improve". Thus, highlighting the point that the core

competences needed to create radical innovations may not reside within the corporation bound-

aries. As radical innovation is "an innovation that is very new and different from prior solutions"

(Schilling, 2017: 65), Dewar & Dutton (1986) state that it entails a high degree of new knowledge

whilst incremental innovation is defined as a low degree of new knowledge. Similarly, Slack et. al.

(2016) describe incremental innovation as being built upon existing knowledge and resources within

the corporation, whilst radical innovations are built upon new knowledge or resources resulting in

breakthrough change. Thus, new sources of knowledge are seemingly important in order to develop

radical innovation.

This new source of knowledge for developing radical innovations can occur both internally and

externally. Story et al. (2011: 962) found that the required competencies in order to create radical

innovation "are unlikely to be developed by a limited number of familiar actors, requires them to

develop skills in searching and identifying potential actors both in and outside of their networks".

Camison & Fores (2016) found in their research that only firms that combine their internal knowledge

base with knowledge from external sources can obtain a positive impact on radical innovation perfor-

mance. Similarly, Dewar & Dutton (1986) state that incremental innovations in an industry can be
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adopted through exposure to the external environment in the form of contact with suppliers. They

follow by stating that radical innovation also circulates in the external environment, but whether the

ideas are adopted rely on the internal knowledge of the corporation to interpret and absorb them.

DePropris (2002) stated that incremental innovation is related to cooperation with suppliers, whilst

radical innovation is related to cooperation with both suppliers and customers (cited in Partanen

et al. 2014: 1034). Partanen et al. (2011) argue that radical innovation requires strong collaborative

ties with customers. Following this notion, Arnold et al. (2010) argue that radical innovation requires

diverse customer information as homogeneous customer knowledge provides direction for minor

improvements, thus incremental innovation.

Drawing on literature, in order for a corporation to develop radical innovation, it must combine

both internal and external knowledge. Incremental innovation entails to a higher degree leveraging on

the internal knowledge within the corporation, whilst radical requires new knowledge creation. He &

Wong (2004) state that a "firm’s goal of achieving both radical and incremental innovation performance

simultaneously is difficult and a firm should choose a primary focus". But many corporations continue

to strive for both. As radical innovation is seen to prompt financial benefits, despite its inherent

risky nature is still desirable for corporations. In contrast, incremental innovation produces smaller

reward and is more frequent. Corporations are increasingly leveraging on knowledge from external

stakeholders in order to create innovation. Literature shows the importance of exposing oneself to the

environment in order to explore opportunities and create radical innovation. For a corporation to

be able to do this it needs to create shared frames with its partners (Alguezaui & Filieri, 2010: 902).

Thus facilitating a collaborative environment where stakeholders can share expertise and knowledge,

resulting in a potential radical innovation.

3.3 CORPORATE INNOVATION AND ENTREPRENEURSHIP

In 1944, Schumpeter argued that large companies are the most important drivers of economic devel-

opment and innovation (Friedl & Kayser, 2018). Innovation is recognized as an important ingredient to

gain competitive advantage and growth in today’s global and unstable economic environment. Thus,

creating an entrepreneurial imperative for the established corporation. Innovation is, in difference to

other efforts in the corporation, a long and uncertain process that entails patience and a willingness
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to experiment (He & Tian, 2017). Whether to innovate or not is an important corporate decision and

can determine the survival and development of the firm. The argument made by Drucker: "today’s

businesses, especially the large ones, simply will not survive in this period of rapid change and innova-

tion unless they acquire entrepreneurial competence", is still as relevant today as it was in 1985. Thus,

the reason for the growing attention to the subject from scholars.

It is relevant to mention the thought of corporate innovation being a problematic term, as sug-

gested by Hassan (2016). He presents it as being problematic as the term proposes a difference in

definition between innovation in corporate organizations and innovation in other types of companies,

e.g. a startup. Essentially, whether it is a corporate who innovates or a startup, the carrying out of

innovation is still defined similarly. Hence, corporate innovation is the act of a corporate organization

"introducing something new". Therefore much of the literature focuses on corporate entrepreneurship

(CE), which is more specific in its applicability towards the corporate organization.

Corporate entrepreneurship is a relatively new field of study emerging in the early 1980s when

Copulsky and McNulty (1974) studied how employees with an entrepreneurial personality could be

identified and integrated in large companies (cited in Bouchard and Fayolle, 2018: 28). McFadzean

et. al. (2005: 352) define CE as "the effort of promoting innovation in an uncertain environment".

Stopford & Baden-Fuller (1994) offer a more specific definition of CE as "entrepreneurial behaviour

inside the established large organization" (cited in Kuratko & Hoskinson, 2018: 1). Sharma & Chris-

man defines CE as "the process whereby an individual or a group of individuals, in association with

an existing organization, create a new organization or instigate renewal or innovation within that

organization" (cited in Ireland et a.l, 2009: 21). Thus, depicting that CE embodies both individual and

group efforts.

Following this notion, within literature, the corporate entrepreneur is characterized with certain

attributes. Bouchard and Fayolle (2018: 18) characterize corporate entrepreneurs as committed,

autonomous individuals: "These individuals often work on projects on top of their own activities and

are the drivers to accelerate development and increase the chances of success of innovative projects".

McFadzean et. al. (2005: 356) define the corporate entrepreneurs role within the corporate organi-

zation "to challenge bureaucracy, to assess new opportunities, to align and exploit resources and to
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move the innovation process forward". Bouchard and Fayolle (2018: 18) argue that the corporate

entrepreneurs can be characterized as "committed and persistent champions critical for creating

more and faster innovation within the established firms". Thus, the corporate entrepreneur can be

seen as a major vehicle for CI.

Within the literature we find various terms associated with corporate entrepreneurship, which

are almost synonymous with the term and are used interchangeably. First, a term that is similar to

the one of CE is intrapreneurship. Intrapreneurship is used to describe the internal entrepreneur,

"an entrepreneur operating within a large company rather than in his own business" (Morse, 1986:

92). Corporate venturing (CV) is also a term related to CE. CV is by Morris et. al. (2011) described

as "various methods for creating, adding to, or investing in new businesses". The term is often

divided into internal and external venturing. Bouchard and Fayolle (2018: 34) refer to internal CV

as the "creation of start-ups by established firms". Morris et. al. (2011) offer a wider definition

"new businesses are created and owned by the corporation", hence not limiting it to being only the

creation of startups. The scholars further add that the new businesses may occasionally be located

outside the boundary of the firm and operate as semiautonomous entities, but that they mostly

reside within the corporate structure (Morris et. al., 2011). External CV refers to "entrepreneurial

activity in which the firm invests in new businesses created by parties outside the corporation or

acquired by the corporation" (Morris et. al., 2011). Kuratko and Hoskinson (2018) state that these

external businesses typically are early growth-stage firms or young ventures that offer the corporate

organization something else than what they are pursuing internally. Bouchard and Fayolle (2018: 101)

similarly define external CV as "the acquisition of startups by the established firm". Thus, drawing on

these terms in relation to CE, we see CE as being both the internal entrepreneurial forces and the the

implementation of external entrepreneurship as a means to enhance innovation within the corporate

organization.
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Drawing on the previous section, CE can according to Bouchard & Fayolle (2018) be seen as an

"umbrella"-topic, including different approaches in the literature. The first approach argues that

CE is something that happens internally in the corporation. Thus, "an intra-firm process resulting

in innovation and business creation" (Bouchard & Fayolle, 2018: 42). Hence, intrapreneurship and

internal CV. The other approach defines CE as a characteristic of the firm’s strategy, "a firm-level orien-

tation towards risk-taking, innovation and responsiveness" (Bouchard & Fayolle, 2018: 42). Under this

approach we find Entrepreneurial orientation (EO). Anderson et al. (2014; 1579) defines EO as "a firm’s

strategic posture towards entrepreneurship". A more specific definition proposed by Miller (cited in

Bouchard & Fayolle, 2018: 45) seeing EO as "a firm’s strategic orientation combining innovativeness,

proactiveness and risk-taking". The three dimensions, innovativeness, proactiveness and risk-taking,

all contribute to the firms overall performance. EO sees entrepreneurship at a firm-level in difference

to the individual-level, and that an organization can be seen as a collective entity of entrepreneurship.

CE has become a major strategy pursued by CO, and has been initiated for different purposes, e.g.

establishing entrepreneurial strategies as a path to success (Ireland et. al, 2009; Kuratko, 2015) and as

a means to revitalise the organization (Bouchards & Fayolle, 2018).

The large and established CO can be seen being bound to its organizational structure, thus result-

ing in being vulnerable to change and getting stuck in their ways. Morse (1986:94) states that "the

bureaucratic firm encourages stability, specialization and control". He continues by saying that these

factors inhibit innovation as it stifles the autonomous corporate entrepreneur (Morse, 1986). Much

of the literature on CE focus on how an organization can become more innovative through creating

a culture that fosters innovation and that support the needs of the corporate entrepreneur (Goffin

& Mitchell, 2017; Morse, 1986; Austin & Nolan, 2007). An important factor here is the managerial

perspective and how corporate entrepreneurs can be managed in order for them to reach their full

potential when contributing to the corporates innovativeness (Austin & Nolan, 2007). Moreover, a

number of scholars have also investigated how corporates work with other stakeholders in order to

create innovation (Sanders et al., 2008; Press, 2011).
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3.4 THE INNOVATION FUNNEL

One way COs draw on their external environment in order to exploit opportunities and create in-

novations is to incorporate external stakeholders in the innovation process. In order to develop an

innovation from idea to output, whether it is an incremental or radical one, the CO goes through a

process. Hence, the innovation process is defined as "converting an idea or invention into a product,

or into something that has economic impact" (Hakkarainen & Talonen, 2014: 63). Again, innovation

does not only imply a product, but also services, processes and business models. The innovation

process can be seen as a series of stages a corporation goes through and is often illustrated as a funnel.

As defined by Leonard & Sensiper (1998: 117) the process of innovation "is a rhythm of search

and selection, exploration and synthesis, cycles of divergent thinking followed by convergence". The

innovation process is presented as a linear process following a series of stages in which the idea

goes through. The stages are seen as a point for decision-making, hence the innovation process can

display a structured strategy from beginning to end, ensuring that the development and individuals

working on the project are "on time". Nevertheless, even though the process is laid out in a sequential,

prescribed and logical order, it is an iterative process both within the stages and between the stages

going back and forth. Hence, the cycles of divergent thinking as noted by Leonard and Sensiper (1998).

The innovation process has been illustrated in various ways and ranges from the more sequential

and planned ones to the more agile and emergent. The process that is chosen by the corporate

organization is often seen as being dependent on the type of innovation it is pursuing. Thus, the

innovation process may differ from one corporation to another (Breuer & Ludeke-Freund, 2017). The

innovation process can also comprise another type of process within each phase. Cooper’s Stage Gate

model is one example of the process being illustrated in an linear way. According to Cooper (2011),

the stage-gate system is a "conceptual and operation roadmap" when developing products from idea

to launch. Each phase of development is followed by gates, with a decision on whether to continue or

terminate the project. Cooper states that the innovation process layout can be seen as a blueprint for

the ones managing the process in order to improve effectiveness and efficiency (Cooper, 2011). Within

the literature there are many different types of sequential innovation processes similar to Stage-Gate,

nevertheless we also find the more emergent approaches. IDEO, a well known design and innovation
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company, has created its own innovation process termed Design Thinking. The process is, according

to Brown (2008), described metaphorically as "a system of spaces rather than a predefined series of

orderly steps". Thus, similarly it goes through a number of phases but in difference to much of the

sequential models, the projects will loop through the phases more than once as ideas are refined and

new direction is taken (Brown, 2008).

The classical design of the innovation process is often seen laid out as a funnel where multiple

potential ideas enter in the wide end (Breuer & Ludeke-Freund, 2017; Schilling, 2017). The funnel is

separated into phases, thus conceptualizing the phases that a corporation goes through when devel-

oping an idea into an output (Goffin & Mitchell, 2017). This output can be e.g. a product, a service or

a process. The phases of the funnel is in the literature defined in different ways and the number of

phases differ, but typically the scope ranges from idea to launch (Hakkarainen & Talonen, 2014). As

with the previous mentioned innovation processes, the funnel displays a step-by-step progress which

may have iterative loops inbetween the phases.

Figure 3.1: The innovation funnel from idea to launch (Goffin and Mitchell, 2017).

The funnel begins with idea generation, also known as the Fuzzy Front End (FFE) (Hakkarainen &

Talonen, 2014), that is according to Goffin & Mitchell (2017) the creation of a "funnel of ideas". This
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phase is known as the FFE because of the "ambiguity and chaotic nature that characterize it" (Sanders

& Stappers, 2008: 7). The term, coined by Smith & Reinertsen, describes starting the initiation of the

process "when the need for a new product is apparent" (cited in Hakkarainen & Talonen, 2014: 64).

Nevertheless, ideas can spur without it being an obvious need to leverage. In this phase potential

innovations come from internal ideas in the CO, thus the individuals within the corporation are a key

component of the innovation process (Trott, 2016). Ideas can also be generated from outside the firm

boundaries through engagement in OI with stakeholders. The ideas the corporation is not willing to

pursue are filtered out. These ideas may be shared with other companies for which the ideas are more

suitable for. This phase can be seen as one of exploration where one does not necessarily know how

the final output will end up being (Sanders & Stappers, 2008).

As the best ideas are selected, they are transported to the next phase: concept screening. In

this phase the ideas are developed into concepts (Goffin & Mitchell, 2017). The concept may be

prepared by an individual or a team, before it’s presented to the decision-makers. The concept will be

analysed according to the required investment needed and with an estimate of potential returns. Ideas

that are rejected may later be brought up and become recycled ideas. At IDEO they keep previously

rejected ideas on a display in the office where it can be seen by employees (Brown, 2008). An employee

may see a different way to leverage on the idea in a different way by tweaking it, or the idea may

be ahead of its time, thus being a source of future idea. As stated by Hakkarainen et al. (2014) "it is

important to have a lot of ideas, but it is even more important to capture and keep them for future use".

The concepts which are selected will continue to the phase of implementation as projects. Goffin

& Mitchell (2017) defines a project as "a finite activity with its own objectives and resources". They

continue to stress the importance of good project management in this phase in order for it to be-

come successful. In the implementation stage, before the final stage of launch to market, innovation

processes such as the previously mentioned Stage-gate system can be used. Even though an idea is

chosen as a concept and a concept is selected as a project, it may be refined or cancelled during the

stage of implementation as the funnel is an iterative process, where one may return to the previous

phase. As new information comes to light a decision of whether to continue with the process or to

terminate the project can happen at all stages.
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3.4.1 Stepping beyond: Back, aside and ahead - extending the Funnel

Breuer et al. (2013) developed an extension to the Innovation Funnel presented in the previous section.

The scholars state that the innovation funnel, as it is presented in Figure 3.1, is a path that is too

narrow, thus does not allow for "sidesteps into the world of the customer" (Breuer et al., 2013: 7). They

therefore created the model of Stepping Beyond the funnel, as seen in figure 3.2.

The model is a result of project done on user-driven optimization. As Breuer et. al (2013) saw that

the literature to a high extent focused on the exploration of uncontested market space, they wanted

to focus on how a company could exploit their already established businesses in order to enhance

its innovative performance. Following this notion, Breuer et. al (2013) concentrated on how SMEs

could identify and specify potential optimizations within their established businesses with little effort.

By optimizations they refer to soft innovations, which they define as innovations that is "primarily

concerned with changes in the product (or processes), which are mostly of aesthetical or intellectual

nature" (Stoneman, 2010 cited in Breuer et al., 2013: 4). Hence, the focal point is not to create new

products or services, but on incremental changes towards novelty within existing products.

Figure 3.2: The model of stepping beyond by Breuer et al. (2013)
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Breuer et. al (2013) present three ways of stepping beyond the innovation funnel to improve

currently, established businesses. These are defined as "radical steps into the extremes beyond the

typical innovation funnel" that can improve a SME effectiveness and efficiency of ideation. The steps

are illustrated with arrows to represent the way it steps back, aside and ahead, as can be seen in figure

3.2. Whilst two of the steps, respectively stepping back and ahead, occur within the boundary of the

firm, when stepping aside the company integrates stakeholder perspectives.

The first detour from the funnel is stepping ahead. Through this step the company foresees alter-

native futures in order to develop a plan for action and be able to make decisions: "detour through

utopian future imagination in order to derive measure to be taken in the presence" (Breuer et al.,

2013: 8). It implies imaginatively stepping ahead out of the limits of the funnel to attain possible

and desirable futures. Stepping beyond the current scope of the funnel contributes to challenge

assumptions, while new opportunities can be identified before being translated back into the present

(Breuer et al., 2013).

Taking a detour back is a way for the company to step back behind the starting point, instead

of following the path of the classical innovation funnel where you are heading towards an end goal

in the near future. When stepping back the company reflects upon, investigates and clarifies the

underlying values of stakeholders or collaborating parties. This activity is a way in which the company

can "capture the changes that are missed if we do not apply what we care about to the course of

innovations we are working on" (Breuer et al., 2017: 180).

Lastly, when stepping aside the company seeks feedback or new ideas when participating with

stakeholders through OI. Breuer et al. (2013) argue that when a company collaborates with stake-

holders, it often chooses stakeholders with similar understanding and viewpoints as themselves.

Nevertheless, whilst choosing to explore beyond the company’s usual suspects that hold diverse views

and viewpoints that are different, e.g. non-users, it may contribute with insights previously unseen

and that reside out of sight (Breuer et al., 2013).
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The insights drawn from these three detours are all taken back and leveraged within the funnel.

Through stepping aside, ahead and back, a company can refine their current product offerings

resulting in soft innovation. By stepping aside a company engages in OI with stakeholders that can

result in soft innovation. Nevertheless, by engaging with stakeholders who hold different views than

the normal suspects, makes it possible to integrate perspectives that are radically different. Hence,

detouring into extremes and leveraging on "utopian viewpoints", can contribute to foster radical

innovation (Breuer et al., 2013: 11).



Chapter 4

Open innovation literature review

In the following chapter we will present the literature that aided us in exploring the emergent phe-

nomenon which we observed in the field. We therefore will present the literature on Open Innovation.

Furthermore, the anomaly which emerged from the data highlighted the need to revise and include

the literature on exploration, exploitation and cognitive distance, in order to explain it.

4.1 STEPPING OUTSIDE THE FUNNEL - OPEN INNOVATION

Even though stepping outside the funnel is a viable option, it has not always been the case for the

organizational reality. Corporate innovation has required until recently total control and self-reliance.

In such an enterprise, it was the research and development (R&D) department that oversaw systematic

improvement of products and processes, in order to maintain the competitive position of being way

down the learning curve in the industry. The need for developing scientific knowledge within the

boundaries of the enterprise originated from the lack of commercially applied science by the external

scientific community, and from laggard companies whose operations were not providing parts of

enterprise’s end products in a timely manner. The R&D department employed highly skilled workers,

who could handle the development from basic materials till finalized products, while featuring the best

equipment and focusing on well-funded long-term programs. The R&D feature was self-contained

and separated from outside knowledge. Such self-sufficiency and the central role it had for strategy

made the institution critical for the rise of the corporation.

As a further matter, managerial hierarchies were established along functional lines. The man-

agerial skills for coordination, strategic planning and resource allocation where considered the skills

of the organization itself: "These skills were the most valuable of all those that made up the orga-

nizational capabilities of the new modern industrial enterprise" (Chandler 1994:36). This can also

be linked to the Schumpeterian model of an entrepreneur that is able to bring innovation based on

42
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his skills. The growth for the enterprise has been characterized by the growth of operating units and

commitment to R&D, which permitted the achievement of economies of scale and scope, making the

enterprise more powerful and able to maintain its position of dominance. Such an enterprise would

maintain a first-mover advantage in the market, given that a latecomer would need to heavily invest

to compete or would need to take customers away from the first mover. The growth of the enterprise

was sustained by vertical integration for withholding suppliers from competitors, and investment

abroad to expand market share and lower costs of making and selling products in distant countries.

The dominant approach to corporate innovation is summarized by Chesbrough (2003) as follows and

further depicted in the figure:

Figure 4.1: The Closed Paradigm for Managing Industrial R&D (Chesbrough, 2003)

"The logic underlying this approach to innovation was one of closed, centralized, internal R&D. At its

root, the logic implies a need for deep vertical integration. In other words, in order to do anything, one

must do everything internally, from tools and materials, to product design and manufacturing, to sales,

service, and support. Outside the fortified central R&D castles, the knowledge landscape was assumed to

be rather barren. Consequently, the firm should rely on itself - and not feeble outside suppliers - for its

critical technologies" (Chesbrough 2003: 29).
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As depicted in the figure above, activities are conducted within the firm, and ideas do not enter

or leave the boundary of the firm on any other path. Even though such close innovation has defined

corporations in all industries over the last century, the logic is starting to become obsolete because of

several factors. One of the key factors is considered the increasing availability and mobility of skilled

workers. The labour market has become increasingly fluid, meaning that knowledge was diffused

from R&D to customers, universities, suppliers, start-ups, etc., making information more widespread

and accessible to others. Another key factor is the increasing capacities of suppliers. As noted by the

scholar, this may become a double-edged sword for companies. On the one hand, the corporation

wouldn’t have to perform every function on its own, allowing for opportunities to be grasped faster.

On the other hand, such suppliers are open to newcomers as well, putting pressure on corporations to

increase the pace of processing R&D ideas. Because of the growing external options and shortening life

cycle of products, ideas cannot be left sitting on the shelf. If left on their own to wait, the ideas could

be taken outside the corporation by workers lured by monetary compensation or variants of the ideas

could come from other firms. All these factors have rearranged the knowledge landscape. Instead of

focusing on their internal agenda, corporations should restructure and leverage the emerging external

pool of knowledge, while making sure no ideas are left behind in expectation of a future use.

As vital as managing innovation is for companies to sustain and advance businesses, it is a difficult

process to manage, especially when dealing with a different innovation model. In seeking to change

the innovation model, corporations are faced with a change of paradigm influenced by the evolving

context in which innovation occurs. How does one innovate innovation? By accepting two realities.

First, there is a need to reach beyond the boundaries of the corporation and enter a networked world

where both explicit and tacit knowledge can be accessed. Secondly, knowledge is not confined within

the boundary of a single team, but can be found in diverse institutions, and learning to leverage

disparate types of knowledge becomes a key asset. The vertical integration logic that has dominated

corporate innovativeness makes sense when external knowledge is scarce. But this is not the reality

we are in today:
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"Expertise is readily available for hire and need not require extensive internal training or the

inducement of lifelong employment. One can also choose ideas from a diverse menu of discoveries at a

variety of universities. A wealth of capable suppliers applying their own impressive expertise across

numerous businesses is another resource ready to be tapped to harness and develop these ideas. Venture

capital start-ups are developing useful technology, which was sitting on the shelf of another company,

or is coming out of a university" (Chesbrough 2003: 49).

In his classic text, Freeman (1984) defines a stakeholder as "any group or individual who can affect

or is affected by the achievement of the organization’s objectives" (Freeman 1984: 46). Bucholtz &

Carroll (2008) explain the concept of stakeholder through what is at stake. However, both definitions

must account for the fact that what is at stake may differ. Stakeholder engagement is a continuous

and systematic process of establishing, developing and maintaining relationships with stakeholders.

The inclusion of stakeholders in a firm’s affairs has been given diverse notions in the vast literature,

such as stakeholder collaboration, co-communication, cooperation, engagement, etc.

Prahalad & Ramaswamy (2004) are given credit for the co-creation term that has been widely used

in the business community, arguing that the co-creation process and experience highly depends on

the engagement of individuals, resulting in co-creation supplanting the exchange process. Storbacka,

Frow, Nenonen & Payne (2012) posit that co-creation is a result of actors integrating their resources

in practice, where the focal actor needs to strive for both intra-actor and inter-actor configurational

fit. Outside sources of knowledge can be leveraged by, for example, establishing alliance networks

(Baum, Calabrese & Silverman, 2000), either horizontal or vertical, and configuring them for accessing

information with minimum costs of redundancy, conflict and complexity. The authors also suggest

allying with rivals, since it would provide more opportunity for learning and less intra-alliance rivalry.

Alongside the involvement of external sources of knowledge, OI can also be created within the organi-

zation, with key internal stakeholders such as employees, as claimed by Vallaster & de Chernatony

(2005) and Ind & Bjerke (2007). Firms increasingly co-create knowledge with stakeholders during the

innovation process to expand their knowledge base, underlined by Hoyer, Chandy, Dorotic, Krafft &

Singh (2010) and Mahr, Lievens & Blazevic (2014). In the area of participatory design, the notions of

co-creation and co-design have been growing and treated synonymously. Sanders & Stappers (2008)

clarify this distinction by referring to co-creation as any act of collective creativity shared by two or

more people, while co-design is collective creativity applied across the whole span of a design process.
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Greater groups of stakeholders have been emphasized in the literature on the example of compa-

nies tap into the knowledge of customer or user communities. In this perspective, innovations are

not just being shared between the firm and customers, but also between the customers themselves.

The example of collaborating with the LEGO community, investigated by Antorini, Muniz & Askildsen

(2012) has lead to the formulation of some core principles learned about collaborating and interacting

with knowledgeable users. The authors emphasize how it is important to be clear about rules and

expectations to avoid frustrations on both sides. Developing a win-win mindset must also be set as a

priority, as needs between the parties may be divergent. It is important to recognize that outsiders

are not insiders, and just like in the LEGO community case, they represent independent entities

and not just extensions of the company. Moreover, one size does not fit all, since different forms

of communication might be preferred, in addition to the different types of innovations calling for

different environments. Finally, it is advised to be as open as possible by maintaining transparency in

all matters related to collaboration. Press (2011) suggests taking it one step further and work with the

collective brains behind a crowd, which are the source of new innovations, comprised of a network of

communities who share ideas. In this case, the collective knowledge can prove greater than the sum of

their parts.

Adopting an OI model creates implications for the way corporations search for and involve stake-

holders in sustaining the innovation process. In this context, it is important to identify the salient

stakeholders and the resources they process, being aware that some stakeholders want to get involved,

while others are the ones the organization want to get involved with. The qualitative classes of stake-

holders can be identified by means of the attributes they possess, specifically power, legitimacy or

urgency, in which case "the definitive ones" will be at the intersection of these three (Mitchell, Agle &

Wood, 1997). In addition, involving multiple stakeholders simultaneously creates benefits but may also

bring challenges that lie in finding and engaging the appropriate stakeholders for co-creation, conflict

stemming from stakeholder diversity and management of stakeholder co-created knowledge (Kazadi,

Lievens & Mahr, 2016). The authors argue that both organizational routines and individual skills can

help overcome these challenges, specifically by engaging with the stakeholder network and carrying

out a consistent communication, investing in relationships through trust building, goal identification

and conflict management, and by building incentives for internal and external knowledge sharing
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routines.

Watson, Wilson, Smart & Macdonald (2018) also mention refining stakeholder engagement man-

agement through internal and external integration, while adding the stakeholder engagement learning

dimension. The latter is needed for reframing problems when co-creating innovative solutions, and

learning from the activities involving stakeholders, given that questioning existing assumptions makes

organizations more receptive to learning, and not focused on differences as unassailable conflicting

positions. The authors also accentuate the significance of structures and processes in place, that

"can help an organization "learn to learn" from its stakeholders, provided the organization supports

the accumulation and sharing of learning from stakeholder engagement" (Watson et al., 2018: 254).

"Learning to learn" can also catalyse human and capital resource reconfiguration inside the organiza-

tion. Concurrently, structures and processes enable innovation when dealing with stakeholders from

distinct institutional settings if complemented with relational assets and knowledge appropriation

that help navigate differences to achieve tangible and intangible outcomes.

Literature suggests that firms should avoid relying on a limited number of stakeholders and prefer-

ably diversify their OI ecosystems. Research and practice have seen a remarkable shift from studying

collaboration with one type of stakeholder to collaborating with multiple stakeholders simultaneously.

Approaches differ, either by stakeholders located inside or outside the organizational boundary, or

by tackling interaction with one or multiple stakeholders, or by looking at the specific phase of in-

volvement. There is one certain thing, that stakeholder engagement is a core construct for a more

qualitative outcome for organizational activities, especially during the innovation process.

R&D is not becoming obsolete, but it needs a change of logic. It should not only invent new

knowledge, but also access and integrate external knowledge through focused execution, driven by a

timely and creative combination of internal and external knowledge that results in the creation of new

products and services. Chesbrough (2003) coined the term "open innovation" to describe this new

logic for which knowledge is a core part. The changing innovation paradigm is not a problem. It is an

opportunity for the corporation.



48

The OI model proposed by the author implies finding a balance between letting ideas flow out of

the organization for others’ use and letting ideas flow in as new offerings, with an internal mechanism

to claim benefits. The new innovation model diminishes the protective moves and face-saving mecha-

nisms of corporations, which previously caused potential innovations to be lost in the bureaucratic

institution. Although there are two facets to OI, the more recognized and used one is the "outside

in", where external ideas are brought into the internal innovation process. The "inside out" aspect

of allowing internal ideas to be incorporated into others’ innovation processes is a less commonly

recognized feature. The OI paradigm is illustrated below.

Figure 4.2: The Open Innovation Paradigm for Managing Industrial R&D (Chesbrough, 2003)

In difference to the previous figure, the funnel that represented the boundary of the firm is dotted,

meaning that the interface between the inside and outside of the corporation is more permeable.

Moreover, it shows that there is not one single pathway to market, while the internal pathway is not

used exclusively for the corporation’s internal knowledge. This portrays contemporary organization

practices as ones that share in contrasting sharply with the deliberately opaque and elitist practices

that prevailed in earlier modes of strategizing (Whittington & Scholes 2011). The open model suggests

new organizing principles for innovation, where increasing the velocity of the corporation’s innovation
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process could lead to a stronger position in the current industry or allow for the exploitation of trends

that might transform the industry. Experimenting with multiple stakeholders aligns with a compre-

hensive architecture for staying connected, where knowledge flows, issue framing and credibility

building are central aspects of an open strategy. The new model also changes the availability of skills

for the corporation to use. If before, the knowledge was kept within the boundaries of the firm by

employing the most skilful or relying on the innovative power of the lone entrepreneur, OI highlights

the interactive character of the innovation process defined by different actors working together in an

iterative manner. While this underscores that there can’t be monopoly on good ideas any more, it also

makes a point of the managerial role of allocating attention and selecting those to work with, in order

to optimize the innovative output.

Most studies that have examined OI since the emergence of the term, have done it at the firm level.

However, the practice should not be limited to the level of the firm, as argued by West, Chesbrough &

Vanhaverbeke (2008), who suggest studying it within organizations, networks and industry structure.

At the firm level, innovations are created by individuals and group of individuals represented by

company employees, whose productivity is enhanced by a combination of intrinsic and extrinsic

motivations. This can be reflected in compensation and recognition, which support OI dynamics. It

is also noteworthy the globalization of innovation, where diverse pools of human capital and talent

come into play. At the inter organizational network level, complementary assets might moderate

the benefits of the agreement between parties, which would avoid an erroneous perception of the

differences as threat and perceive it instead as a durable alliance with opportunities for growth. How-

ever, the selection of partners can be hindered by the disjoint domains of knowledge. Moreover,

if network members are to be involved, the innovative process must not only create value for the

corporation, but also maximize it for the complementors, thus developing the necessary special-

ization and deepen innovation capabilities. Finally, OI can also be researched within the context

of an industry structure. As explained by the authors, changes to a given industry such as life cy-

cles, rate of growth or technological change, might affect over time the application of OI, and vice versa.

Several researchers claim that the dichotomy between closed and OI advocated by Chesbrough

should be improved through analysing varying degrees of openness. Laursen & Salter (2005) devel-

oped the concepts of "breadth" and "depth" as the components of the openness of a corporation’s
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search strategy, which allows for the creation of new knowledge and technological combinations, and

emphasized that the difference between the two concepts influences the ability of the corporation to

achieve different levels of novelty. The perception is that those who search both deeply and widely

are more innovative and better adapted to change, but there persists the danger of over-searching,

which can be unproductive and decrease returns. The concept of breadth refers to the number of

stakeholders that firms rely on. This infers extensive efforts in connecting to diverse knowledge

sources in a trial and error manner. The concept of depth refers to the extent the corporation draws

insights from stakeholders. The authors also point out that when drawing deep knowledge, fewer

sources are selected, since there is the need to sustain the pattern of interaction over time by building

common understanding and ways of working. Of course, these two variables of the search process

are not immune to the ex-ante uncertainty of knowing which relationship would be rewarding before

engaging in it. The unwillingness of corporations to invest in such relationships could then increase

the myopia to the potential, leading them to go back to relying on internal resources. The two in-

novative search concepts are related to the degree of novelty of the innovation: "radical innovators

are likely to draw more deeply from external sources of innovation than firms that are not radical

innovators, while incremental innovators are likely to draw more broadly (but less intensively) than

non-innovators" (Laursen & Salter 2005: 137). In the pursuit of radical innovation, fewer sources of

knowledge will be used more intensively for the evolution of the product. Incremental innovations

will have a broader variety of sources for fine-tuning existing products. Either way, more openness

to external sources of knowledge can result in different levels of innovative performance, leading to

different ways of organizing OI (Vanhaverbeke, 2013). The author also highlights that companies need

to set up innovation ecosystems with the other stakeholders, so that the innovations of the latter can

impact the focal firm and its competitive drivers or realize major changes in the company through

strategy or corporate renewal.

Beside the search strategy, the degree of openness has been defined using other measures, like the

direction of openness, particularly the outside-in, inside-out and decouple processes presented by

Gassmann & Enkel (2006), which were aforedescribed, or the governance modes for innovation net-

works, as studied by Pisano & Verganti (2008). The latter argue that when deciding how to collaborate

on a given innovation project, the manager chooses between an open or closed network membership,

with either a flat or hierarchical governance structure. Similarly, Felin & Zenger (2014) emphasize
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the central role of the manager in effectively organizing, managing and governing problem solving

associated with innovation in both internal and open governance forms. Both types of governance

forms implicate their own communication channels for knowledge sharing, incentives and property

rights, while the distinction between a hierarchical and flat form of governance dictates who gets to

define the problem and choose the solution. The approach of Pisano & Verganti (2008) yields similar

implications for seeking knowledge domains as in the case of Laursen & Salter (2005). A closed mode

implies that the corporation has identified the knowledge domain and the right collaborators in the

field. Accordingly, the open network has the potential to attract a larger number of problem solvers

with more ideas, where the task of identifying the best knowledge domain is not necessary in the

beginning.

Although it is obvious that OI has attracted a lot of attention since Chesbrough first coined the

term, there is a need to understand its applicability in a business context, which can be challenging as

it requires the orchestration of different aspects. Garcia Martinez, Lazzaroti, Manzini & Sanchez Garcia

(2014) examine the determinants of openness and the impact of open behaviours by companies on

innovation performance. The authors built up on the Laursen & Salter (2005) model, concluding that

a greater openness can increase innovation performance, but it requires a collaboration architecture

in place for leveraging the internal and external context of knowledge. Their theoretical model is

presented as follows:
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Figure 4.3: Theoretical model by Martinez et al. (2014)

So far, the new paradigm of OI seems to be the solution for the changing landscape of knowledge

diffusion and environmental uncertainty. However, some implications of it should also be brought

up. OI is considered more prevalent in the cases of high-technology firms and small entrants, but

can a corporation truly pursue OI in its innovation model? Besides, even if corporations decide to

practice OI, is it sustainable over the long haul? Factors such as supply of innovations and market

appropriability for it change over time, meaning that OI strategies can fail eventually. Therefore, it is

crucial to not just understand how OI can be created within the corporation, but more importantly,

how can it be sustained? What the OI model lacks in comparison with the previous closed one is the

generation of many new long-term discoveries for corporations. The reason for this is the return to

the corporate investment: "If commercial firms do not realize a return on their innovative activities,

they will tend to underinvest in innovative activities, that are either highly risky (e.g. basic research) or

that are easily imitated by free-riding competitors" (West et al., 2008: 290). This points to the need

to understand the incentives within the firm for generating innovation activities. The question then

arises whether the acceleration of the innovation projects through OI would be used by the corporation

to pursue more radical innovations and explorative projects or would it be used to reduce the overall

time on the current portfolio through exploitative ones. Additionally, the ability of corporations to

learn from other parties is largely determined by the internal organization in place that can leverage
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the different sources of knowledge.

Open practices rely on transparency and inclusion, where visibility and participation go hand

in hand. Nevertheless, the balance between the two dimensions respond to evolving contingencies,

where "selectively increasing levels of inclusion and/or transparency can create dilemmas" (Hautz et

al., 2017: 303), which then would require continuous reassessment and rebalancing of the practices.

The scholars expose five central dilemmas of OI. The dilemma of process alludes to the inclusiveness

of wider sources of knowledge in the innovation process, which can compromise the speed and control

over the development process. There also persists the dilemma of commitment, where inviting contri-

butions can both increase and decrease commitment due to unmet expectations of input processing.

The third dilemma tackles disclosure, since a greater transparency of the process increases legitimacy,

but can potentially undermine competitiveness by allowing access to the internal workings of the

organization. The dilemma of empowerment concerns the participants, since the inclusion in the

innovation process can be both a burden and a blessing because having a say in the process comes

with the pressure of accountability. Lastly, the escalation dilemma concerns the domino effect that

might ensue once organizations open up selective dimensions, which can create pressures to open up

other domains as well. Considering these dilemmas, it is questionable whether OI is unequivocally a

good thing, when organizational moves are not just one way. Given the sharp dilemmas, organizations

could continuously switch the extent of inclusion and transparency, which could potentially lead to a

retreat from openness altogether.

4.2 EXPLORATION AND EXPLOITATION

As a result of the undertaken fieldwork, some more theoretical notions were uncovered, for which we

will present the available academic research. This includes the notions of exploitation and exploration,

developed by March (1991) in researching organizational learning. The term exploration is the search

of new possibilities and it couples with terms such as search, risk taking, experimentation, innovation,

etc. On the other hand, exploitation deals with old certainties, and combines with notions of refine-

ment, production, efficiency, execution, etc. It is easier for an organization to achieve exploitation

rather than exploration, as experimenting with exploratory practices carries the risk of not gaining
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many benefits because of underdeveloped ideas and little distinctive competence. March (1991)

argues that opting for exploitative activities may be effective in the short run, but self-destructive in

the long run, trapping the organization in a suboptimal stable equilibria.

The problem in balancing the exploitation and exploration comes from scarce organizational

resources, which determines organizations to make a choice between the two in the form of a risk

preference. The choice is further burdened by the variability of returns and the achievement of a trade-

off. The timing of results is a central feature in understanding the organizational preference. When

going for exploration and developing new knowledge, investment is made in uncertain alternatives

with the future in consideration. In contrast, exploitation of current competencies focuses on the

present by investing in the best alternative for the information that is currently available. Another

feature is speed of improvement, which is higher for existing skills than those required for the new

alternatives. Nevertheless, new alternatives are essential for survival in a changing environment. As a

further matter, the feedback or consequences from exploitative practices are more certain and clearer,

than the explorative ones, since the search for new ideas and markets have more diffuse effects. It is

because of such differences that adaptive processes improve exploitation, where the cumulation of

competences increases the likelihood of rewards for the same activity.

A central discussion in March (1991) is the effects of learning rates, that individual beliefs and the

organizational code draw from each other over time. A slower learning rate allows for the development

of specialized individual competences when exploring new alternatives, which maintains the diversity

of individuals, allowing the organizational code to improve. This is dissimilar for fast individual

learning stemming from the existing organizational code, which enhances individuals’ knowledge to

the detriment of organizational knowledge and long-term individual improvement. Turnover also has

its effect, given that newcomers can deviate from the organizational code, compared to old-timers

with redundant knowledge of it. Even though newcomers know less, they still contribute more to

improve the practices.
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Thus, it is clear that choosing between exploration and exploitation involves many considerations.

Organizational adaptive processes tend to inhibit exploration, making the trade-off between the two

contradictory practices a delicate matter. Overcoming it entails understanding their specific context

of distributed costs, benefits and ecological interaction if convergence between organizational and

individual beliefs:

"The essence of exploitation is the refinement and extension of existing competences, technologies, and

paradigms. Its returns are positive, proximate, and predictable. The essence of exploration is

experimentation with new alternatives. Its returns are uncertain, distant, and often negative. Thus, the

distance in time and space between the locus of learning and the locus for the realization of returns is

generally greater in the case of exploration than in the case of exploitation, as is the uncertainty"

(March 1991: 85) .

The two practices also differ in the degree of innovation that can be achieved, confirmed by Smith,

Binns & Tushman (2010) who state that exploratory practices introduce products and services that

can define new marketplaces by offering fundamentally new products, while exploitation refines and

improves products in the existing marketplace by improving established products without changing

the basic nature of existing skills, processes and structures. Therefore, exploratory innovation are

radical innovations which requires new knowledge and departs from a firm’s existing knowledge base,

while exploitative innovations are incremental innovations which build on existing knowledge, thus

broadening a firm’s existing knowledge base (Enkel & Heil, 2014). Similar attributes are given by

March (1991) when stating that both have effect on learning behaviours, where exploring involves

risk-taking, with activities that increase variance and oriented towards the future, whereas exploitation

stems from existing knowledge, with a preference for less variant activities to minimize risk. The

competition for scarce organizational resources is once more noted, but here it is used to underline

the threat of successful exploration over an established exploitation. Regardless if exploitation takes

over exploration or vice versa, the result is the same, the simultaneous implementation of both could

lead to the cannibalization of the other part.

An obstacle many organizations face is their own learning myopia which leads to overinvestment

in exploitation. Levinthal & March (1993) propose three approaches for examining learning myopia,

particularly the tendency to overlook distant times, distant places, and failures, all which limit organi-
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zational intelligence:

"The first form of myopia is the tendency to ignore the long run. The short run is privileged by

organizational learning. As a result, long run survival is sometimes endangered. The second form of

myopia is the tendency to ignore the larger picture. The near neighbourhood is privileged by

organizational learning. As a result, survival of more encompassing systems is sometimes endangered.

The third form of myopia is the tendency to overlook failures. The lessons gained from success are

privileged by organizational learning. As a result, the risks of failure are likely to be underestimated"

(Levinthal & March 1993: 101) .

In other words, learning develops distinctive competencies but compromises those outside them,

prompting learned skills to become impediments when conditions change. Learning is also bound

to favour proximate occurrences, as a result favourite current businesses over strengthening the

environment. Finally, eliminating failures tends to produce confidence in anticipating outcomes,

as the organizational selection processes promote successful people. These myopia elements can

compromise the effectiveness of learning, and are embedded in the division of organizational attention

to either exploratory or exploitative activities. Engaging exclusively in exploration may result in

the risk of not getting returns on the knowledge, while exclusive engagement in exploitation may

result in obsolete practices, especially when dealing with a dynamic environment. The level of

competition of the environment also determines the predictors of success. Experience and standard

knowledge anticipate average success, whereas highly competitive environments involve exploration

for achieving preeminence and finishing first. Once the first-mover advantage is established, it can

be maintained through exploitation. However, exploration needs to be sustained since exploratory

behaviour continues on the part of competitors. The scholars see the sustainability of exploratory

behaviour a challenge and propose solutions through either operating on incentives, organizational

structure, individual beliefs affecting risk taking or selection processes. Organizational myopia can

also affect collaboration with stakeholders, which is uncovered next.

4.3 COGNITIVE DISTANCE

Corporate organizations are increasingly compelled to explore new and exploit existing knowledge

for innovation in order to enhance and sustain their competitive advantage (Enkel & Heil, 2014).
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Drawing on the notion from the previous sections, radical, or exploratory, innovations require new

knowledge, thus creating an imperative for the corporate organization to engage in collaboration with

stakeholders. The literature stresses the importance of pursuing both exploration and exploitation for

a corporate organization. This combination can be a result through open innovation, as it is difficult

for a corporate organization to do this on its own. A concept associated with stakeholder collaboration

is the notion of cognitive distance (CD) which we will elaborate on in this section.

Whilst Nooteboom (2006) conceptualizes the cognitive distance between stakeholders from a per-

spective of the firm, within the literature CD has been studied on other dimensions. Multiple authors

have studied CD in an industry context (Enkel & Gassmann, 2010; Enkel & Heil, 2014). Nooteboom et

al. (2009) focus on the technological and organizational cognitive distance in the Information and

Communications Technology industry. Quite similar, Filiou & Massini (2017) study how high and

low levels of industry CD affect a firms’ innovation performance when they expand their inter- and

intra-industry alliances. Bertrand and Mol (2013) studied the impact of the decision to outsource

onshore or offshore R&D on cognitive distance and the innovation outcomes. As we see Nooteboom’s

notion of cognitive distance from a firm perspective as being most relevant going forward, we will

further elaborate on his view in the following section.

Nooteboom (2011) argues that in order to avoid the risk of myopia, a corporation needs "com-

plementary, outside sources of cognition: cognition by others, which is relevant but also different".

Cognition is here defined as a wide range of mental activity, including rationality and intellect in

addition to perceptions and understandings. All humans bear their own mental frame resulting in

that we will "perceive, interpret, understand and evaluate the world differently" (Nooteboom 2009

cited in Bertrand & Mol, 2013: 752). Hence, there is a CD between people as our mental frames have

been constructed along different life paths within different environments (Nooteboom, 2006). This

distance results in being problematic for mutual understanding and collaboration, but also poses an

opportunity to develop new knowledge from people who have constructed their cognition differently

than ourselves (Nooteboom, 1992).
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As a CO consists of multiple individuals with various mental frames, it can contribute to com-

plications, e.g. in achieving collective goals. Moreover, departments within a CO can create their

own mental frames, thus complicate the cross-functional collaboration as the departments come

from different thought words (Fiol, 1995). Therefore, in order for a CO to function as a coordinated

system of action, "organizations need some more or less specialized shared language or jargon, shared

perceptions, understanding and morality" (Nooteboom, 2006: 8). Hence, the CO needs to create a

shared mental frame. This shared mental frame is often created through the organizational culture and

is by Nooteboom (2006: 8) defined as an organizational cognitive focus. As he argues, it "forms the core

of organizational identity". Nevertheless, to find an organizational cognitive focus that accommodates

the organization can be hard when thriving for both explorative and exploitative innovations.

The cognitive focus can be necessary in the perspective of creating a collective mental frame

within the CO, but it can also limit it to explore. Levinthal & March (1993) also point out the fact that

the cognitive limitations of individuals are highlighted by organizational limitations. Nooteboom

(1999) argues that "organizational cognitive focus creates organizational myopia", thus in order to

prevent myopia COs can draw on complementary outside cognition from alliance partners. Through

collaborating with other organizations who think differently, a firm can yield competitive advantage

both in a firm’s own markets as well as in the "market for alliances" (Nooteboom, 2006: 14). This way a

firm can acquire knowledge from the external environment and people from outside the organization

that "carry fresh ideas into the organization that may disturb the efficiency of exploitation but con-

tribute to exploration" (Nooteboom, 2006; 16). Thus, when heterogeneity between the firm and its

collaborative partners’ knowledge is high, exploratory innovation is more likely to emerge. This results

in greater growth opportunities, but entails a higher risk and is increasingly difficult in difference to

exploitative innovation (Enkel & Heil, 2014).

Nooteboom differentiates between intra- and inter-industry collaboration. Intra-industry col-

laboration is collaboration with stakeholders within the same industry as the firm. In difference,

inter-industry collaboration is with stakeholders outside the firms industry. Alliances within an indus-

try, offer lower opportunities for innovation as the knowledge heterogeneity is low (Filiou & Massini,

2017). Nooteboom (2006: 10) defines intra-industry collaboration as "yielding a common pool of

competencies". In difference, inter-industry alliances offer higher novelty, as "they bring together
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firms with greater diversity" (Enkel & Gassmann 2010 cited in Filiou & Massini, 2017: 425). Thus,

the firm is exposed to a wider scope of knowledge, and therefore increasing the changes of renewing

knowledge internally (Filiou & Massini, 2017). Hence, the longer the CD is, the more complex and

challenging it is to create a common mental frame as the dissimilarities between the collaborators are

greater. Nevertheless, in return the knowledge obtained can yield radical innovation.

Collaborating with other organizations requires, according to Nooteboom (2006), a development

of shared focus and common understanding in order to shorten the cognitive distance between the

participants. If the CD between the participants is small, they understand each other and there is

less uncertainty. Nevertheless, there may be no new knowledge to learn, hence the risk of myopia

(Egbetokun & Savin, 2014). On the other hand, when CD is long between collaborators, the mutual

understanding decrease, the knowledge has greater novelty, however, it is more difficult to absorb

(Egbetokun & Savin, 2014). When the scholars define absorbing, they refer to a firms’ ability to "value,

assimilate and apply new knowledge". Continuing on this notion, the "amount of external knowledge

absorbed depends on absorptive capacity of the firm" (Egbetokun & Savin, 2014: 412). Absorptive

capacity declines as the CD between the firms increase. The challenge is thus to find partners at

an optimal cognitive distance for collaboration. Nooteboom (2006) proposes an inverted U-shaped

relationship between the CD and innovation performance (Figure 3.7) showing the optimal CD. The

challenge is therefore to find partners with a sufficient CD to contribute with "something new, but

not so distant as to preclude mutual understanding" (Nooteboom et al., 2007). When participants

with different perspectives and knowledge interact, they "simulate and help each other stretch their

learning" (Nooteboom et al., 2007: 1017). Hence, CD then generate opportunities for novelty. However,

when the CD of the participants becomes too large, it results in hindering mutual understanding that

is necessary in order to utilize those opportunities (Nooteboom et al., 2007). According to Nooteboom

(2006) the optimal cognitive distance when a corporation can both explore and exploit simultaneously

is thus:

"Large enough to yield novelty, but not so large as to preclude mutual understanding and willingness

and ability to collaborate" (Nooteboom, 2006: 14).
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Figure 4.4: Optimal cognitive distance proposed by Nooteboom (1999)

CONCLUDING REMARKS

It is evident that there is done substantial research within the literature in our area of interest. The

theories presented are extracted from the abductive cycles we went through in our research. Inno-

vation is a term that is still loosely defined and is a phenomenon with many facets. We understand

innovation as "the act of introducing something new", and that the innovation can be of incremental

or radical nature. We are interested in how innovation is manifested in corporate organizations as

it today is seen as a way to gain competitive advantage. Nevertheless, it poses challenges for the

corporate organization characterized with a more bureaucratic and hierarchical structure, forcing it to

change its inherent nature. The innovation funnel illustrates the process and stages an innovation

follows in its path from idea to market launch, and shows how the CO can leverage on ideas both

inside and outside the boundaries of the firm in order to increase its innovation performance.

When entering the field, our focus was on corporate innovation and investigate the way they inno-

vate and their innovative processes. After being in the field we realized that the innovation processes

are not static. They are continuously being reinvented through taking detours as presented in the

Stepping Beyond model by Breuer et al. (2013). Moreover, we saw that the COs highly rely on stepping

aside and engaging in collaborative activities with external stakeholders. This prompted us to further

investigate the literature on OI and how a CO steps outside of the innovation funnel. However, in
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exploring how they work with stakeholders, we saw that it needed further clarification. The case

studies exhibited a certain behaviour that resulted in a need to further investigate the literature on

exploration and exploitation, as well as cognitive distance.

Even though the literature is plentiful, it is quite dispersed. Some questions are still unanswered

and uncovered in the literature and questions have arose. We find it relevant to combine the different

theories in order to explain the phenomenon discovered in our case studies. We use the model of

Stepping Beyond as a basis. As this model is seen as applicable for SMEs and incremental innovation

by the scholars, we want to investigate whether it is also applicable to corporate organizations and if it

can provide a radical outcome. Moreover we want to revise and further extend the model.



Chapter 5

Introduction to Analysis

In our analysis we will present the findings from our primary data collected in the field, as well as

the secondary data. Therefore, before we start the analysis we will in this chapter introduce the case

companies to provide the reader with necessary background information. Arla and Telia are our main

cases for this thesis, but during the fieldwork we saw the need for additional information about Telia’s

OI with stakeholders. Thus, we contacted two of Telia’s stakeholders, respectively Start Up Wise Guys

and Sarita, whom both played a role in Telia’s innovative projects.

5.1 ARLA FOODS

Arla is a coop consisting of 12.500 farmers in seven countries. What today is called Arla, is a result of a

merger between the largest Danish dairy cooperative, Mejeriselskabet Danmark (MD Foods), and its

Swedish counterpart Arla. The idea of creating a coop in the Danish dairy industry traces back to 1970,

when numerous dairy farmers in Denmark collectively established MD Foods. In 2000, MD Foods

merged with Arla, and is today the fifth largest dairy producer in the world and the largest dairy group

in Europe. This further enabled them to merge with owners in other parts of Europe.

The dairy industry in Denmark consists of Arla Foods and 30 smaller dairy companies. The remain-

ing 30 Danish dairies are evenly distributed between cooperatively and privately owned companies.

Arla differs from its industry competitors firstly for being a coop, but secondly for being a dairy

company that has a wide dairy portfolio, i.e. produces a range of different dairy products instead of

specializing in one dairy type.

The dairy industry in Europe is saturated by many players, both privately owned or coops. In

an industry where the ability to patent their new innovations is hard, it’s important to be both a

first-mover and a fast-mover. Being a fast-mover involves being agile enough to respond to market

62
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changes, and being a first-mover relates in a high degree to their ability to innovate.

The first signs of innovation in Arla can be seen already in the 1980s when they created an innova-

tion center in Braband, which was close to the dairy production facility. Following this, in the 1990s

they implemented Robert G. Coopers Stage Gate model. When the merger took place in 2000, the

focus on innovation increased. This is also reflected in the annual report that year, but the focus on

innovation is increasing every year according to their annual reports. In 2017 they opened the current

Innovation Center in Aarhus, where parts of our fieldwork took place.

Arla Foods collaborates with various external stakeholders. Collaboration with stakeholders lies at

the core of Arla, the corporation being a farmer owned cooperative promoting the mission of securing

the highest value for their farmers’ milk, while creating opportunities for their growth. The farmers

are based in seven countries: Denmark, Sweden, the UK, Germany, the Netherlands, Belgium and

Luxembourg. Arla sees the farmers as owners, but still categorizes them as an external stakeholder

they cooperate with. Arla separates their external stakeholders into 6 groups: customers, consumers,

suppliers, academia and startups, in addition to farmers.

5.2 TELIA COMPANY

Telia Company is a Swedish telecommunication company and is the largest supplier of mobile services

in the Nordic countries and the fifth largest Telecom operator in Europe. TeliaSonera, the predecessor

name of the company, was a merger of two companies; the Finnish Telecom company Sonera and

Telia in 2002. Telia has been present in the Danish Telecom market since 1995. In 2012 Telia was a part

of what had been termed Sweden’s largest case of corruption. A case which is still discussed in media

today.

In addition to providing mobile services they also offer broadband, entertainment services and

digital services. Their latest strategy, New Generation Telecom, includes services and products that

targets the future of Telecom. This includes developing and testing the new 5G technology in coopera-

tion with their Norwegian counterpart, Telenor, and an increased focus on Internet of Things (IoT).
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As Telia Denmark is competing in a highly saturated market with numerous companies, this is seen

as a way to differentiate itself from its competitors, and create products and services with a focus on

society and sustainability.

Looking at Telia Company as a whole, they state in their annual reports that they have multiple

stakeholders they create value for. This includes their customers, consumers, investors, suppliers

and partners, and the society. Nevertheless, as our thesis focus on the innovative activities of Telia

Denmark, we focus on their external stakeholders. Thus, startups, customers and a startup accelerator,

Start Up Wise Guys. For the continuing part of the thesis, when we refer to Telia we refer to Telia

Denmark.

In this thesis we will focus on Telia’s Jump Program. This program was one of the first innovative

initiatives in Telia Denmark created to explore new innovation that can contribute to the future of

Telecom. The first part of the Jump Program was a hackathon over the course of a weekend, where

internal and external participants ideated and developed concepts for new products or services that

the company possible could leverage on. Secondly, the Jump Program has been a competition for start

ups where they can win a monetary price in addition to a possible partnership with Telia.

5.3 START UP WISE GUYS

Start up Wise Guys (SUWG) is a B2B start up accelerator created in Estonia in 2012. Their mission is

to help the founders become entrepreneurs. Moreover, SUWG helps founders build their startups

into viable companies. Their international team reflects their presence in multiple countries all over

Europe, also in Denmark. They have a portfolio of more than 100 early stage start ups consisting of

founders from 35 countries, continuing to increase.

SUWGs, in addition to having an accelerator program, works as a facilitator between established

corporations and start ups. They have facilitated JUMP and a hackathon for Telia, hence our interest

in interviewing them. They have diverse responsibilities when they are facilitating the collaboration

between the stakeholders. In the case of Telia they have had responsibilities including scouting for
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and providing Telia with start ups for their hackathon and competition, in addition to overlooking and

managing the collaborative activities.

5.4 SARITA CARETECH

Sarita CareTech is a Danish startup created in 2014 by two students at Aarhus University. Together

they created a B2B technology device; a multifunctional call-system, named Pearl, embodied as a

brooch. The Pearl connects the seniors with caregivers and have multiple functions, all targeted to

create a safer and more independent life for seniors and their family members.

Since its creation, Sarita has grown its number of employees to 19. Moreover, they have numerous

interns in order to keep up the development of the product. Sarita has multiple funds and partnerships,

one of them being Telia. In 2017 they won Telia Jump Program which entailed funding and a possible

partnership. Sarita started out selling a B2B product, but are currently expanding to the B2C market.



Chapter 6

Analysis

In this chapter, we will analyse the data findings in relation to the previously presented literature. The

findings are extracted from both primary and secondary data collected in the field. Our main source

of data insights come from the narratives of the conducted elite interviews with the case companies.

We conceptualized the extensive data, which was comprised in categories developed through the data

structure, which is presented in Figure 2.1. The categories which emerged through our coding scheme,

further led us to the creation of a revised model, which will be discussed in the following analysis and

presented in the discussion.

We will first analyse how innovation is manifested within the corporate context of the case compa-

nies and how innovation is enabled. We further analyse the motives of the case companies to engage

in OI with their stakeholders. When the case companies chooses an open paradigm for innovation,

it collaborates with its stakeholders. Thus, OI and collaboration will be used interchangeably in the

following analysis. This is also done as we want to keep the terms used by our interviewees as it relates

to their perception of it. Following this, we will investigate whether the overarching model of Stepping

Beyond by Breuer et al. (2013) previously presented in the literature, is applicable to a corporate

context. This resulted in a need to revise the assumptions of the model, so that it corresponds to the

corporate reality as observed from our data. We end this chapter by analysing the effect cognitive

distance has on a CO’s ability to engage in OI. The elements of the analysis will lead to the creation of

the extended Stepping Beyond model of Breuer et al. (2013) which will be presented in the discussion.

6.1 HOW DOES INNOVATION HAPPEN IN THE CASE COMPANIES

We entered the field with the knowledge that both case companies engage in innovative efforts and

that their focus on innovation has had an exponential growth. They create innovations for different

industries; one creates high-technology products and services, whilst the other create dairy products.
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Through their channels, both corporations stress their engagement in leveraging innovation to create

new offerings in their markets, but the case companies enable innovation in different ways. Our data

revealed that both case companies at one point in time found themselves in a state of confusion and

crisis, that resulted in a reinvention of the corporate organization (CO). The reinvention led in both

cases towards an increased focus on innovation, similar to how Ireland et al. (2009) defines corporate

entrepreneurship.

For Telia the reinvention came as a result of the corruption scandal, and our interviewees define

this as a time where the corporation "had a bit of a crisis". Measures were taken in order to survive,

and the executive management at Telia was replaced with a new one. According to the interviewees

the new management "came in and took the grips of the organization". The management expressed

a need for a new strategy moving forward and implemented it under the name New Generation of

Telecom. Within this strategy they established three core values; Dare, Care and Simplify that would

lead the employees in their everyday life. Dare encompasses all innovative efforts and came from the

idea that one "need to be daring about innovation".

In Arla’s account, the reinvention came from a point of confusion within the organization. Ac-

cording to our interviewee, in the beginning of the 1990’s marketing and brand building became

increasingly sophisticated, and it was no longer enough to just have a good product. Thus, forcing Arla

to expand beyond product innovation and reorganize their approach towards innovation. Previous

to this change, all departments were focusing on their tasks and had their own way of doing their

work, as our interviewee examples "people from cheese they do it in one way and people in butter do

it in another". In order to reorganize, they needed a higher degree of collaboration. The managers

therefore implemented an innovation process that would aid the employees when collaborating.

These two narratives reflect how the case companies pursue corporate entrepreneurship, thus

how innovations are created internally in the organization. In Telia’s case, as in their strategy, it is

the employees in the organization that drive innovative efforts forward, whilst in the case of Arla,

innovation is driven forward through processes in order to leverage on the ideas of the employees.

Nevertheless, even though the means to how they approach it differs, both corporations leverage

on entrepreneurial behaviour within the CO in order to create innovation, as defined by Stopford &
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Baden-Fuller (1994).

Our data demonstrates that in the case of Telia, the corporation’s ability to innovate is driven

forward by the employees, and especially by our two interviewees. We see similarities to how Bouchard

& Fayolle (2018) characterize the corporate entrepreneur (CE). The CO’s efforts to increasingly enhance

the level of innovation after their scandal, resulted in the creation of JUMP. This program was initiated

by our two interviewees and they are today involved in everything related with innovation at Telia.

As Telia has not appointed them, nor any other employees, to work full-time on their innovative

initiatives, they have to work on this after hours. As our interviewees state: "It’s harder because its

Claus and me and my boss that really is the drivers now. And we also have daytime jobs here". Our two

interviewees have multiple, various tasks that further contribute to enhancing the level of innovation

internally. They are the ones who train and teach other employees in the organization about innovative

tools and how these can be used. Moreover, they were the ones responsible for recruiting people from

different departments to the hackathon. In addition, in the later stages of the Jump Program they were

the ones that managed the collaboration with external stakeholders. Our two interviewees have also

further created and initiated other innovative projects in Telia.

The interviewees state that they have innovative processes in place internally, but we did not

observe this. We saw that they have created some initiatives and innovative tools, but not processes.

Ideation is seen in Telia as "something that happens on the fly basically in here", and they have not

created any processes to realize the ideas of the employees. Nevertheless, the managers have created

an innovative initiative termed Purple Plus, which is a quarterly challenge created by the managers

where all employees can tip in their ideas. One of our interviewees once tipped in an idea and won,

but furthermore state that he "doesn’t have time to do it". This strengthens their previous statement

that employees are not given time in their workday to pursue innovative endeavours. Moreover, they

state that they use rapid prototyping, but that it is: "limited to the people who knows". Hence, this is

limited only to the design department or IT-department.

In Arla, innovation is not driven by a few project champions as in the case of Telia. Arla has

created processes and initiatives implemented and carried out within every department throughout

the whole organization. This has been put in place in order to tap into the ideas of their employees
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and potentially lead to new innovations. Thus, by having processes in place, it is easier for employees

to suggest ideas and engage in innovative endeavours. The employees know how they go around when

they have ideas. The employees at Arla consist of a wide range of people from different educational

and ethnic backgrounds, and as our interviewee argues "I think that one of the assets you can have in

an organization is diversity". He gives the example of one of the employees that originally is from Iran.

He had the idea of adding dates into milk, as this is a popular fruit in the Middle East. Following this

our interviewee stated: "ideas are born everywhere in the organization".

In order to efficiently and quickly convert an innovation from an idea to final product, as defined

by Hakkarainen & Talonen (2014), Arla has put processes in place. As previously stated it implemented

Cooper’s Stage-Gate system, but, have in the later years complimented, this model with Sprint and

Agile innovation processes. Similarly to how the theory presents the innovation process, they go

through a series of stages, but also step back in iterative loops. In Sprint, the employees have an idea,

a product or a challenge that they want to pursue. In the phase of ideation, they bring together people

that "you know are the ones able to give you all the answers". In the Innovation centre, they have a

plant called the Playground. Here the employees can create prototypes of their ideas and test it right

away. Moreover, the plant is flexible, so it can switch from one production to another. And within a

few days they come up with proposals. The Agile process goes over a longer time, 8-10 weeks, where

ideas are created into final concepts that "you can take and feel". They start with an idea, they come

up with a target brief including the customer profile, the location, the benefit, how it should look etc.

In other words, you mature the idea before you create a prototype. Following this, the employees

pitch their concept to the management and receive feedback. You go back to refine the product and

make changes according to the feedback in an additional 10 weeks. If an idea is approved, it goes into

the gates of Cooper where it is being developed and tested, a decision on the monetary and market

investment is made, before it reaches the final gate which is market launch. The innovation processes

of Agile and Sprint fall into what Arla calls "double the impact, half the time", as they transform ideas

to concepts over a shorter time span than other innovative processes.
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Our data demonstrates that both case companies, in addition to creating innovations internally,

also engage in OI with external stakeholders. It is clear that this is an important part of how they

enable innovation as Telia stated in our interview: "we have to collaborate a lot". Arla also expressed

their need to collaborate with external stakeholders: "We are more less saying we from Arla are clever,

but maybe not as clever as you are". The mediums which they use to create innovation with stake-

holders are in both cases programs, developed by the case companies. Moreover, Arla also uses its

processes and Innovation Centre to enable innovation with stakeholders in their external environment.

Telia’s external stakeholders are customers, startups and SUWG. The two latter ones are the

stakeholders which contribute to enable innovation. Innovation with external stakeholders in Telia

happens through their innovative programs like JUMP and SingularityUNordic. Through JUMP, Telia

connects with startups with the help of SUWG. Moreover, through SingularityU Nordic, a private

innovation community and education institution promoting technological acceleration, which Telia

is a funding partner of, it has created another platform in which it can find startups that create future

technologies for humanitarian challenges. Through these means, Telia has the possibility to leverage

on startups’ innovative products through an investment, i.e. external corporate venturing. This has yet

not been done by Telia, as its collaboration with startups often is terminated due to monetary issues.

"If you are in a period of time where everything is good, you are making a lot of money it’s easier to be

innovative than if you are struggling. Because it’s about money"

In difference to Telia, Arla collaborates, or as it states cooperates, with a larger number of various

stakeholders. Our interviewee states that approximately 50% of their ideas come from inside the orga-

nization, whilst the remaining 50% come from external stakeholders. Through programs, processes

and their Innovation Centre, they can engage with external stakeholders to create new products and

leverage on the knowledge of the participants.

Through programs and funds, Arla works with academia, i.e. researchers and universities to

obtain their knowledge, thus seeking solutions to identified problems from individuals or group of

researchers: "We go out to universities and say please collaborate with us. We are not only funding for

one year’s sake, we are funding the possible future". Through having processes in place, Arla makes

sure that it can leverage on the ideas of its stakeholders in creating innovation. As Arla is a coop "the
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farmer is our boss". In addition to making every decision based on what is best for the farmer, Arla also

give farmers the opportunity to contribute with ideas. The farmer knows that he can directly contact a

marketing person, a product management person, a product developer, etc., thus new ideas can be

communicated quickly between the parties. Moreover, Arla has put processes in place to leverage on

the ideas of customers. The customers often ask Arla if they can create specific products, thus giving

inspiration for new products. The ideas are extracted from local markets and created into a concept

before suggested to the decision-makers.

In the Innovation Centre, Arla invites external stakeholders to create innovations. The building

has been designed specifically to facilitate for innovation to happen and is designed in an open and

inviting way so that cooperative activities can take place. In their Consumer Collaboration Labs they

leverage on the knowledge of customers and consumers, where they are invited in to co-create around

a product or an area of interest. The placing of the building is within the epicenter of the food industry,

where they have close physical proximity to suppliers and startups, who they create innovations with.

The startups are stakeholders that have not been leveraged in the same degree as in Telia. Nevertheless,

they do fund an incubator for startups and see startups as being beneficial in the long-term, therefore

they acknowledge that this is something they can do even better. Other stakeholders in addition to the

mentioned ones, are also invited to the Centre for special events where Arla gives a challenge that they

see they have to be innovative around.

"You can actually see why we did build this house. Innovation Centre is not a guarantee for innovation,

but it is one of the things that you can say, we have the right facilities, we have the right equipment, we

have the right competences and environment. You can sort of tick in the box"

Our data demonstrates that innovation happens when the case companies draw upon new ideas

and knowledge both within and outside the boundaries of the firm. Corporate entrepreneurship is

present within the boundary of the CO. But they both additionally leverage on their external stake-

holders through OI in order to create innovations. It is therefore not only an intra-firm process, but

a process which entails both endeavours. Internally, at Arla the innovative processes and initiatives

are all put in place, thus the need for a project champion as in the case of Telia is seemingly not as

critical in order to create innovations. As Telia hasn’t integrated processes, tools or initiatives to the
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same extent, it is relying on its champions to further push innovation to happen. This was further

highlighted by SUWG stating that Telia "are blessed with having these two employees within their

organization".

6.2 WHAT DO THE CASE COMPANIES SEEK THROUGH STEPPING ASIDE?

As our data showed, innovation happens in the case companies when they draw upon the knowledge

and ideas both inside and outside the boundaries of the firm. Thus, by combining both sources of

knowledge they engage in OI. As argued by Chesbrough (2003), nowadays the knowledge landscape is

diffused and resides outside the boundary of an organization. This is acknowledged by both our case

companies, as they argue that their engagement with external stakeholders is not just an option, but

an actual need. They therefore seek to engage in OI with their stakeholders. We will in this section

investigate how the case companies seek ideas and knowledge from their respective stakeholders

when stepping outside of the boundary of the firm. Moreover, we will investigate how this can affect

the outcome of their innovative endeavours.

The overarching reason for a CO’s endeavours is to achieve its vision. As acknowledged by both

case companies, they need to engage with stakeholders in order to realize this. During our fieldwork,

both case companies stated their vision various times, and that this reflected their long-term goals

towards a desired future.

Arla’s vision is to create "the future of dairy". This is an ambitious plan and within this Arla looks

into the near future, after 2020, but also look far ahead to 2050. When Arla looks at where its efforts

within the organization are spent, it’s divided into 50/30/20. The 20% are directed towards what Arla

thinks will happen beyond 2020. Thus, according to our interviewee, looking towards the future "drives

everything we do". In order to support these 20%, it seeks to engage in OI with multiple stakeholders

simultaneously, who can contribute to the future ahead by saying "you need to help us".
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One of the goals Arla seeks to reach is to have a zero-carbon footprint by 2050, therefore sustain-

ability is high on its agenda. In order to create a more sustainable dairy industry, it seeks to engage

with farmers who play an important part in this. 90% of the carbon footprint for a litre a milk comes

from the cow. Therefore, Arla and the farmers need to reduce the carbon footprint at the primary level,

by agreeing on matters such as sustainable feed, sustainable farming, and others. Furthermore, Arla

seeks to integrate future farmers, by visiting their universities, as they are the ones who will deliver the

strategy in 2050.

Moreover, Arla is heavily investing in research at universities. Arla farmers are putting away money

every year, which are put into foundations, such as the Danish Dairy Research Foundation, which

then funds PhDs and research programmes at different universities. Some initiatives include funding

professorships and dairy institutes at all of Denmark’s universities. The corporation is educating

roughly 30 new masters every year together with 5 PhDs at a time. The extensive research programme

also includes universities in other countries where Arla farmers are present, for example Wageningen

University in the Netherlands, Lund University in Sweden or universities in the UK, France, etc.

When seeking a more sustainable future of dairy, Arla also includes its suppliers. As stated by

our interviewee: "Within all main areas we have chosen suppliers that have the power, influence and

capabilities to build the future of dairy, so that they can support our ambition as well". The suppliers

are suggesting trends for the future, which was exemplified by a seminar to which Arla was invited:

"They took a lot of examples from different places in the world and showed what different trends you see

in different marketplaces". After the seminar, the manager from Arla did a bullet list, where half of the

identified trends would become dairy products in the future.

What we saw from our data was that some stakeholders are sought for knowledge, while others for

ideas and feedback. The above mentioned stakeholders, namely the farmers, academia and suppliers,

all contribute with their knowledge, which builds on top of the existing knowledge of the employees in

Arla. What it seeks is to obtain knowledge first hand, thus it has selected stakeholders who can provide

this. This knowledge can be translated into processes, new packaging, products etc., but all directed

towards the goal of a more sustainable future of dairy. When seeking ideas and feedback, the CO turns

to its customers, consumers and retailers.
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Arla is first and foremost a dairy producer creating dairy products. All products it launches are not

innovative and new. Last year, only 100 out of 500 releases were "new-new". When creating new prod-

ucts it seeks customers, consumers and retailers. Firstly, consumers are brought in to the Innovation

Centre for observations and testing of new ideas. While being at the premise, we were informed that

at that moment, the company was developing a new version of a snack, so they involved kids in the

process. Consumer insights are used in earlier product development processes, to analyse preferences

and behaviour of certain consumer groups. As a result, consumer trends are translated into science

and technology, thereby combining the two into dairy products in accordance with its "guided by

market, led by science" motto. Considering that the end users of the products are consumers, their

feedback is also relevant in the form of criticism. This emerged from studying Arla’s engagement on

digital platforms, where we noticed a lively interaction on topics ranging from sustainability, product

variations, marketing materials, etc., where the company responds to both positive and negative

comments, promising to take into account the opinions with the responsible departments.

Moreover, as Arla caters to serve multiple markets around the world, it stresses the importance of

having local presence and do extensive research within those markets in order to see what products

their consumers want, and the coming trends within their markets. Nevertheless, "Sometimes the

customer does not know what they want", and it is the retailers who provide Arla with new ideas

through requesting specific products. Arla also seeks new ideas and feedback from its customers, e.g.

chefs and restaurants. The customers are also brought into the Innovation Centre to give feedback

on how products are to be improved. Therefore, there is a kitchen in the Consumer Labs where chefs

can actually try the consistency, taste and suggest ways of cooking. Thus, by making and testing small

samples, the chefs provide feedback on the current range of dairy products.

Telia’s vision is to be an "innovative solution organization that drives value for customers". In order

to enable this, it purposefully engages with startups: "we expose ourselves to a lot of different startups

and processes, to learn from that". Through its innovative endeavours with startups, Telia seeks to

inspire its employees internally: "if you put it very simple, it’s about us getting inspired inside Telia".

The CO reasons such an approach as a way to use OI to quickly infuse innovative behaviour in the CO,

from which the employees subsequently can learn from. This knowledge will make the employee work
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in a more innovative way, moreover also create an innovative culture within the CO. OI with startups is

not initially pursued to create new products or services, nor to generate financial revenue, but Telia

acknowledges that it has the possibility to result in this. Thus, the CO seeks the kind of knowledge

from its external stakeholders which would enable organizational learning, that would improve the

skills of the employees and strengthen the innovative processes. As stated by our interviewees, in

order to achieve the vision, "it starts with the employees".

As a typical large CO, Telia has "the normal structures in an organization". Hence, each department

deals with its respective projects. As our interviewees exemplify, if we need to do something social,

then it’s the social people, and communications then it’s the communications people. Moreover, when

a decision needs to be made that includes "spending money", they have to go to a decision maker

to get approval. Thus by interacting with startups, Telia seeks to become more agile in its ways of

working: "we work maybe in an old fashioned slow way, whereas startups are more agile". By creating

the JUMP programme or partnering with SingularityU Nordic, the telecom company seeks exposure

to the startup environment, and publicity. Telia did not admit that this was what they were seeking

from JUMP, but its stakeholders think otherwise: "For the corporates there is a different benefit, which

could be the PR".

The data suggests that consumers are used to test existing product offerings for improvement. This

way it can directly get the core values of its customers, in addition to information on what products

they would like or need in their everyday life. The interviewees added that validating ideas with

consumers minimizes risks and makes the products more relevant. Its final stakeholder, SUWG, has

an intermediate position between Telia and the startups. Thus, by engaging with the facilitator, Telia

seeks access to the startups.

Besides the pursuit of its vision, another emerging insight from our data was that both case com-

panies have great interest in the network of stakeholders, and seek to share an ecosystem with them.

Arla already has a strong position in its ecosystem, making it possible to tap into the pool of knowledge

of the other companies who reside within the same ecosystem. Telia is currently trying to establish

itself in startup ecosystem, as they are transitioning into a new industry.
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Arla has created an entire cooperative ecosystem around itself. Its Innovation Centre in Aarhus

is located in the largest food cluster in Denmark, surrounded by stakeholders engaging in the same

industry. Additionally, the land on which this ecosystem is located on is actually farmer owned, thus

benefiting the farmers. What the creators of the food cluster are trying to achieve is knowledge sharing

between the major food companies in Denmark. As Arla resides in the "epicenter" of this ecosystem,

it is able to tap into the knowledge of other companies surrounding them particularly because it

is situated within close physical proximity to their stakeholders. When we visited the Innovation

Centre, our interviewee looked out the window and pointed to many of its collaborating stakeholders,

referring to them as "neighbours". As he argued "it is amazing how you can tap into the knowledge of

other companies around".

Through being located within the food cluster, new ways of thinking and growth are shared by the

residing companies through OI. By being a part of the ecosystem, Arla seeks to ideate with the multiple

types of stakeholders which reside in its proximity. This further results in knowledge spillovers. The

growth that is sought by Arla is also sustained through the collaborations that the Danish cluster

has with clusters located outside Denmark, thus giving access to a much larger knowledge base of

stakeholders. Moreover, Arla does not only seek benefit for itself by tapping into the knowledge of

next-door companies, but also seeks to strengthen them. An example given by our interviewee was

that it had a startup that offered a functionality that Arla was not interested in pursuing, but made

sure to refer the startup to one of the suppliers within the ecosystem. This supplier was already

collaborating with Arla, hence, as a result Arla would get first rights from this supplier, so it could

launch two years ahead of competitors.

As Telia is moving towards a new industry, it is slowly leaving the Telecom ecosystem it is residing

in, entering a new one. Telia seeks to enter a new ecosystem, because it would give access to IoT

knowledge and sources held by others, which would aid corporate renewal (Vanhaverbeke 2013).

Our data highlights the importance of creating a footprint in the ecosystem: "If a corporate desires

to collaborate, they need partners in the ecosystem". As pointed out by our interviewee from SUWG,

corporates think they are the holy grail for startups, and that they attract startups due to the resources

they hold. Nevertheless, our interviewee adds that startups find it difficult to talk to corporates, since

they do not share a mutual understanding. Moreover, our interviewee points to the fact that unless
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a corporate has been working hard over the course of many years with startups, and has created a

footprint in their ecosystem, startups will not approach corporates.

No matter the efforts involved, the CO will not enter an ecosystem until it has built credibility

among the other stakeholders. Therefore, it sought to leverage upon the credibility of SUWG. When

Telia initiated the process of creating JUMP, it saw that it had no connections to startups in Denmark.

In order for Telia to get closer to new technology, it had to gain traction in the ecosystem of the startups

in order to reach out with the message that it was open for collaboration. As it saw it lacked the means

to directly get in contact with startups, it sought to engage SUWG in the process, who already was a

part of an ecosystem surrounded by startups. As it are a startup accelerator it knew how to reach out to

the startups. Moreover, it knew how to find the startups who had the technology that Telia sought. As

JUMP was a first step towards entering the ecosystem, Telia is continuing in this direction by funding

the SingularityU which is an innovation community for startups that keeps bringing Telia closer to

entering the ecosystem of startups.

Another data finding highlights that both case companies seek OI in order to gain competitive

advantage in their respective industries. As previously stated, the input from stakeholders affects the

present and, subsequently, the future agenda of the CO. The innovations that are developed as a result

affect the competitive position of being ahead in the learning curve in the industry. Therefore, by

engaging with stakeholders, the CO seeks to strengthen its competitive advantage in the industry it

operates in.

By engaging its multitude of stakeholders, Arla seeks to be both a fast- and first-mover, in the dairy

industry. The company creates "everyday" products that change at the pace of consumer taste, but

are also easier for competitors to replicate, thus shortening the life-cycle of their innovations. It has

therefore changed its innovation model to "increase output speed and decrease product complexity".

In this case, Arla works with mature stakeholders in seeking new solutions, that can be immediately

applied and scaled to its range of products. As customers demand change, the ability of Arla to respond

quickly is crucial. This is why it seeks knowledge around trends from the stakeholders, aligning the

inter-capacities to respond to trends as they arise. As Arla engages with stakeholders who contribute

to the future of dairy by implementing the sustainability agenda in dairy production, our intervie-
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wee states that this makes them more competitive. Moreover, Arla argues that residing within the

ecosystem of the food cluster, gives them "competitive aid" towards the competitors they are facing in

different markets.

As previously explained, the strategy in Telia is to create a new generation of Telecom by stepping

into IoT and 5G. The company claims that it can’t rely any longer on connectivity alone, because

the earnings would be too low to ensure survival in the long run. Telia competes in a fast-paced

industry which is characterized by our interviewees as "a struggling industry". In Denmark there are

200 telecom companies, thus the market is highly saturated and competitive. As also stated in its

annual report, it "operate in the world’s most rapidly changing, demanding and competitive industries".

Telia therefore has to differentiate itself from its competitors. The industry characteristics thus pose

a need for Telia to "be able to continuously evolve". This is where innovation is imperative for the

corporation and why Telia seeks to engage in OI with startups. The interviewees acknowledge the

difficulties of breaking free from its industry structures and do something new. In order to break out of

the structures, it seeks startups to enable them to do so.

Our data also reflects the type of relationship the two case companies seek when collaborating

with stakeholders. Whilst Arla is, to a higher degree, choosing stakeholders that can contribute with

knowledge for the future, it is also seeking long-lasting partnerships. Furthermore, it is choosing

the "best of the best" within its respective industry. In this way, it can tap into the knowledge of the

"experts". Furthermore, it establishes partnerships and continuously maintains the relationships, as it

is aware that it needs them in order to reach its vision and to continuously stay competitive. Arla has

previously worked with startups, but not in the same extent as with its other stakeholders. Reasoning

why it hasn’t leveraged on the startups within its ecosystem, our interviewee argues that their ideas are

not mature enough so that they could not be immediately translated into their scale: "There are a lot

of good ideas, but they are maybe not so mature, they are not developed enough, and it would take up

to four years before it’s developed". The CO therefore claims to be very selective towards the startups

it works with. As Arla is continuously working towards the future of dairy, and as stated by Baumol

(2005), often the radical ideas come from the small or newly founded enterprise, we wonder if it loses

opportunities by choosing not to work with them in the same way as its other stakeholders. Telia on

the other hand, seemingly does not seek long-lasting partnership, according to our data. When Sarita
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won the Jump Program, there was no contractual agreement for the partnership and, as it stated, to

them both it was nothing binding, just an exploration. Therefore, what Telia sought was a short-term

startup affair.

As our data shows, the number of stakeholders of the two case companies for engaging in OI

differs. Our data indicates that the number of stakeholders the COs engage with is correlated with the

degree of innovation which is pursued. As argued by Laursen & Salter (2005) a corporation’s openness

towards knowledge creation can be separated into two components, namely the breadth and the

depth the corporation seeks for its relationships with stakeholders. Following this notion, our case

companies differ in the breadth on which they seek new sources of knowledge, but not in term on the

depth to which they draw knowledge upon. Thus our data disconfirms the dichotomy in use suggested

by theory.

The case companies differ by the number of stakeholders they seek to engage in OI with. As

previously mentioned, the stakeholders which Arla seeks are various and many, but the greater part of

them come from within the same industry, thus, taking the form of an intra-industry collaboration.

Even though Arla seeks diverse sources of knowledge, all stakeholders it cooperates with are specialists

in the same field of focus - the food and dairy industry. One exception from this are its consumers and

customers, who are not leveraged for obtaining knowledge, but to receive product feedback. On the

other side, the knowledge from the stakeholders within its industry is heavily drawn upon, as 50% of

new ideas come from OI. In difference to this, Telia has only sought to establish relationships with

one stakeholder in order to enhance its innovative performance, choosing an inherently different one.

As Telia wants to become an IoT digital company, it chooses startups that create innovation suitable

for this industry. Therefore, the CO seeks inter-industry collaborations for deep knowledge, and tries

to learn from it and integrate the innovative efforts into the organization. Nevertheless, as literature

points out, the ability of a corporation to learn from OI is determined by the internal organization to

leverage upon the knowledge.

Following this notion, Telia does leverage upon the knowledge since the CO did implement in-

novative tools that has made its employees more engaged in the innovative endeavours. Thus, one

could say that it has led to the sought organizational renewal. Moreover, it did manage to start on
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building credibility in order to enter the new ecosystem, which could potentially attract a larger

number of startups. Nevertheless, it does not leverage on the opportunities that arise for developing

the innovative products that the startup bring.

Laursen & Salter (2005) argue that drawing more deeply from few external sources, can result in

radical innovation. We see that there is a possibility for Telia to pursue radical innovation. Nevertheless,

as its prioritizes organizational renewal, it seemingly misses the opportunity arising from engaging in

OI with the startups. This is also the reason why Jump programme is put on pause at the moment. The

way Arla organizes its OI endeavours, is by choosing many stakeholders within the same industry, and

develop mutual understanding and long-term partnerships, for constant knowledge flows. Partanen

et al. (2014) argues that radical innovation requires strong collaborative ties. Nevertheless, the data

shows that Arla does not diversify its OI ecosystems, thus the innovation outcome is only incremental.

Therefore, we see an inconsistency with theory in that strong collaborative ties do not necessarily

guarantee a radical outcome.

6.3 STEPPING BEYOND IN A CORPORATE CONTEXT

As we observed that the case companies engaged in numerous innovation activities, including those

with external stakeholders, we wanted to investigate whether the Stepping Beyond model by Breuer et

al. (2013) was applicable to the corporate organization. Breuer et al. (2013) concentrate on how the

model can be applied to SMEs. Moreover, we wanted to further investigate their notion that stepping

aside can result in radical innovation. This is also a path suggested by Breuer et al. (2013) in terms of

further research. By applying our data findings from the case companies to the model of Stepping

Beyond, we found inconsistencies and incoherences when applying it to a corporate context. We did

detect the case companies stepping ahead and aside. Nevertheless, we did not identify them stepping

back. Moreover, the inherent characteristics implied by the authors for stepping ahead, do not cohere

with our case companies. Thus, in order for the model to be applicable it would need to be revised.
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The case companies do step ahead and aside in their innovation process as described by the

scholars. Telia and Arla both step aside, out from the boundaries of the firm, when they seek feedback,

new ideas or knowledge through OI with stakeholders. In the case of Arla, stepping aside and coop-

erating with its stakeholders is an imperative in order to sustain its development of new innovation

and competitive position. As previously mentioned, it has established relationships with a various

number of stakeholders, from different institutional logics, in order to seek new knowledge to leverage

upon. This is done in different ways as described in the previous section. Strengthening its aspi-

ration to do this, is its decision to build an Innovation Centre for the purpose of inviting stakeholders in.

Even though Breuer et al. (2013) state that companies step aside to obtain feedback or new ideas, in

the case of Telia it steps aside for a different purpose. It steps aside in order to expose itself to different

views not necessarily in seeking feedback, nor new ideas, but to obtain knowledge and learnings on

how the CO can be more innovative in the way it work and in its culture. As previously mentioned, this

can lead to new ideas and products in the future. It can seem that seeking new ideas through stepping

aside is not the sole purpose of initiating OI, but that it is merely a side benefit arising from the efforts

towards reaching the original goal of initiating contact with startups.

From our data we observe that the case companies differ in what type of stakeholders they choose

to engage in OI with. Arla seeks stakeholders that hold viewpoints similar to the corporation, whilst

in difference we see Telia, based on our data findings, to detour into extremes by collaborating with

startups. Startups are stakeholders who are not Telia’s usual suspects when seeking collaboration

and who hold a different view. Arla seeks participation to create new ideas and knowledge with

stakeholders who hold the same viewpoint as itself and that work within the same field of interest.

Thus, not detouring into the extremes to leverage utopian viewpoints as noted by Breuer et al. (2013).

It stays within the ecosystem of stakeholders who hold similar views as itself. Through our fieldwork

we did only experience that Arla creates incremental innovations through its stakeholder activities.

This strengthens the argument of Breuer et al. (2013) that mainly incremental innovation is the result

from engaging in collaboration with stakeholders who share the same viewpoint.
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Telia on the other hand, collaborates with stakeholders that are inherently different from itself,

both in their organizational structure and in the products or services they develop. Therefore, as

noted by Breuer et al. (2013) it can contribute to foster radical innovation. As its collaboration with

stakeholders has led it to break out of the industry structure and towards the creation of a new market,

outside the typical for Telecom companies, we do see it being possible that it can lead to radically

changing the way Telecom companies compete in the future. Nevertheless, for now the collaborations

have not led to new radical product offerings in the market, but we see it as having the potential for it

if Telia manage to leverage on the opportunities that arise. Even though, it has not resulted in radical

product offerings, we see tendencies that through collaborating with stakeholders who have utopian

viewpoints, it can contribute to foster radical innovation, thus strengthening the argument of Breuer

et al. (2013).

Our data shows that both case companies step ahead. Nevertheless in a different way that what

is suggested by Breuer et al. (2013). When stepping ahead a company foresees alternative futures

through imaginatively stepping ahead out of the limits of the funnel towards possible, desirable futures.

Breuer et al. (2013) imply that this is done within the boundary of the firm, and that stakeholders

are not leveraged upon when stepping ahead. This does not correlate with our findings, as we find

stakeholders to be present in the activity of stepping ahead. In our research, both case companies

implemented their stakeholders when stepping ahead as a means to foresee the future. In the case

of Arla, it leveraged upon the knowledge of researchers and students at universities, in addition to

industry experts, suppliers and farmers, in order to create new ideas on future trends and future

sustainable farming. For Telia, it was influenced by the startups towards seeing IoT as being a desirable

future. Thus, stepping outside of the boundaries in order to step ahead. When it launched its new

strategy, the path towards IoT as a future market was not clear but was further enhanced through the

collaboration.

Following this, Breuer et al. (2013) note that by stepping ahead, it only results in incremental

changes in current product offering. Our data implies that in the case of Telia, stepping aside and work-

ing with startups in order to step ahead, has resulted in an opportunity to collaborate on developing

radical products as previously noted. The innovations created by the startups that collaborated with

Telia, can possibly result in a departure from existing practices in the respective industries for which
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products are currently created for. By stepping aside in order to step ahead, it can potentially develop

radical innovations. Thus, disconfirming the claim that stepping ahead only leads to incremental

changes in product offerings.

We did not find evidence in the field that supports Breuer et al. (2013) statement that companies

step back behind the starting point in order to enhance their product offerings. Nevertheless, we

saw tendencies of this happening, but not clearly enough for us to establish the presence of this

activity. The authors explain that when stepping back, the company reflects upon and investigates the

fundamental values of stakeholders and collaborating parties. One activity our interviewee at Telia

engaged in is to bring managers out into the streets to directly communicate with their customers

about what they want or need. This is an example of the tendencies obtained from the fieldwork.

Still, the activity was not further elaborated by the interviewees, thus to argue that this is in fact what

the scholars define as stepping back would require further investigation. Therefore, we see that it

lacks the evidence in order for us to argue that stepping back actually take place in the case companies.

We see the model by Breuer et al. (2013) as having the potential to be applied in more cases

than SMEs, in our research that being a corporate context. As they do not imply that a company

needs to pursue all steps in order to enhance its innovation performance, we therefore see it as being

applicable to a certain extent. As we have seen from our research, the case companies do step aside

and ahead. Nevertheless, we did not observe the activity of stepping back in the case of CO. Whether

this is because the steps in the model are not applicable for CO, as well as SMEs, or that we lack the

extensive data to show that this take place, is uncertain. But the notion that these are three possible

steps a company can pursue, we see two of them being present, thus the reason why we find the model

to be partially applicable for a CO, as well as for SMEs.

Nevertheless, we see some discrepancies to the model when applying it in a CO context. When

stepping aside, the case companies do leverage on external stakeholders to create new ideas or to

receive feedback. We have observed that in the case of Arla, it results in incremental improvements

to its products as the scholars implied. Following this, we have observed that in Telia through its

collaboration with stakeholders inherently different then itself, there is a potential to realize a radical

innovation that can possibly lead to a disruptive change in the respective industry. This is because
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the startups it collaborates with have created a radical innovation, on which Telia can contribute to

further develop into a final product offer.

In difference to Breuer et al. (2013), we have observed that both case companies engage with

stakeholders outside the boundaries of the firm when stepping ahead, thus do not necessarily see

this as being two separate activities. Through stepping aside, they can leverage on the knowledge of

their stakeholders in order to step ahead. Thus, stepping ahead did not happen within the boundaries

of the firm as implied by Breuer et al. (2013). What degree of innovation the products for the future

scenarios inherits, is different. For Telia it has the potential to be radically new product offerings.

For Arla, our results show that until now this has only resulted in incremental changes to its product

offerings, e.g. packaging innovation.

We find the initial model of Breuer et al. (2013) to be relevant when studying the paths which a CO

takes in order to further enhance its innovation performance, thus not only limiting it to be useful

for research on SMEs. Nevertheless, based on the discussed discrepancies between what is observed

and what is argued by the scholars, we propose a refined model based on the results from our case

companies. The refined model exhibits the dynamics of including stakeholders in the innovation

process when stepping aside, but also when stepping ahead. Our results showed that the reason why

the COs engaged with stakeholders when stepping ahead, was because they understood that they

couldn’t do this on their own, only leveraging on internal knowledge. As stated by Chesbrough (2003),

today knowledge is more dispersed than before. Thus, the expertise does not reside exclusively in

the corporation. Both case companies recognize that important knowledge also reside outside the

organization. Telia understands that it does not have the knowledge to become an IoT company, thus

seeking a stakeholder who can contribute with this and also contribute to the change happening at a

faster pace. As the future entails a great amount of uncertainty, in order to envision this future, it is in

the case of Arla better to tap into the knowledge of the many, then the few. Thus, exploiting the pool of

knowledge to leverage upon.
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Figure 6.1: Refined Stepping Beyond model with changes in the side steps

The step of going back is left out of the refined model, as we did not observe that the case com-

panies engaged in this activity. Nevertheless, as previously mentioned, even though this was not

observed in our research, it does not imply that it doesn’t happen. We have only investigated this with

two case companies, thus we may lack extensive data in order to show that this activity takes place.

Moreover, in the refined model we have also illustrated that radical innovation is possible through

stepping aside. This was also noted by Breuer et al. (2013), but we wanted to clearly illustrate that both

degrees of innovation are possible as the authors put both degrees within the same area, thus do not

differentiate them from each other. We will further build upon this model in the analysis before the

final extended model will be presented in the discussion.

6.4 COGNITIVE DISTANCE AND OPEN INNOVATION

The data from our research indicates that the stakeholders sought by the case companies to engage in

OI, are related to the degree of innovation they pursue, as explained in the previous section. Further

drawing on the notion of the degrees of innovation, our data indicates that Arla refines and improves

its established products and processes through the knowledge they seek. Thus, it seeks to build
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upon its existing knowledge to enhance the efficiency in order to "double the impact, half the time".

These exploitative activities lead to incremental innovation, also termed exploitative innovation in the

literature.

In difference, Telia is seeking new possibilities as it is stepping over to a new industry, thus it seeks

new knowledge that departs from the knowledge base it currently has in order to break out of the

structures of its current industry. Through its engagement with startups, it seeks knowledge which

it can learn from and hope that the characteristics of the startups will rub off on to the employees

within the corporation. This has shown to be true as far as our data can tell. Furthermore, Telia has

the possibility to invest in its collaborating startups’ products, and through this offer new products.

The products created by the startups can be seen as having the potential to depart from the existing

practice in the respective industry. Thus, Telia seemingly engages in exploratory practices, reaching

towards exploratory, or radical innovation.

Following this notion, we to a larger extent had the practical possibility to interview and observe

what was in fact happening at Arla more thoroughly, in difference to Telia. Even though the data gath-

ered for Arla gave extensive insights, the Telia case was the one that challenged us, as we discovered

an unusual corporate behaviour that contradicts the claim of Baumol (2005) that corporations tend to

avoid the risk of the unknown. The insights from the two stakeholders, which the CO collaborated

with during the Jump Program, proved useful in investigating this anomaly. This way we verified if

its exploratory claims match reality. While analysing the experience of the same collaboration by the

others involved in it, we discovered conflicting views of the collaborative experience.

After Sarita won the Jump Program, it won a monetary price and a possibility to collaborate with

Telia. From the interviewees Telia saw its collaboration with Sarita as a success, even though it until

now has not resulted in a collaboration. In difference, Sarita did not perceive the collaboration to

be as tight as Telia and that it did not end up getting as much as it wanted. According to Telia it

facilitated a process for Sarita and supplied the startup with industry contacts. When Sarita talks

about this it states: "I wouldn’t say we got a lot of industry contacts". As Sarita had developed a B2B

product, whilst Telia wanted a B2C product, the learnings Telia provided were "a bit misplaced in

time". Moreover, according to our interviewee the learnings it did in fact get was marketing and
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sales insights, which "were mostly not coming from Telia, but from SUWG". Telia affirms that it is

interested to work with early stage startups, and help them develop until they’re mature enough to

be self-sufficient. This is why the CO chose to work with Sarita, and jointly developed a pilot for

almost a year. However, the startup did not feel it matched the needs of the CO: "it’s still super small

in their scale of things". Thus, Sarita felt that what Telia wanted their collaboration to result in was

"a big media stand and they wanted some program (..) because that is a hip thing to do in a corporation".

All of these examples illustrate how Sarita’s experiences are conflicting with the views that Telia has.

An important factor which led to this dysfunctional partnership is that they had different goals when

entering the collaboration. Telia went into the collaboration with a wish for a B2C product, but Sarita

wanted to create a B2B product as it had been working towards this. So instead of finding a trade-off

and create a product that would satisfy the needs of both parties, what happened was that each side

wanted to push its interest. This proves that when goals are not aligned and clearly stated, each side

will work towards its own interest. Thus the successful outcome is measured individually, and not

collectively. The reason why Telia sees it as a success, it because it did in fact make the employees

inside the organization more eager to participate in innovative projects which was the goal it sought

all along.

A way to push the relationship forward was by applying together for a tender in the municipality of

Aarhus. Introducing the product into the market would tighten the partnership, given that if they won,

they had to continue working together in order to deliver a functional product. Hence, Telia claimed

that applying to the tender and the process before "took up a large part of the year". This way, it

projects that it put much effort and resources into it. Nonetheless, Sarita disagrees with this, claiming

that Telia "didn’t really do anything", and that the preparation for the tender fell on Sarita’s shoulders.

What Telia offered was its name and maybe its simcards: "yes, you can mention us, like potentially you

can say that we are going to provide simcards for this". When our interviewees at Telia talked about that

they provided the sim-card, they stated "how can we fit into that". Instead of collaborating, it can seem

like Telia is trying to best find ways in which it can "fit into" the innovations of the startup. Because

Sarita had to accommodate the ways Telia wanted to "fit in", it led the startup into a state of confusion

and change in the offering, a state which the startup describes as "strategy waves". So we observe that

Sarita’s account of the experience contrasts with Telia’s recollection of the same experience. In reality,
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Telia sought to push its existing product for so that Sarita would improve it. Moreover, it used the

knowledge of Sarita to inspire its employees to pursue innovation within the CO, which was the main

purpose of the JUMP programme initially. This confirms the COs affirmation of involving stakeholders

to get inspired by them, while creating an erroneous perception of their involvement and behaviour in

the process.

The insights from both stakeholders showed that their conflicting views were an impediment to

collaboration. Instead of creating an environment where they can both can leverage on the knowledge

of the other party and mutually reinforce each other (Figure 6.2a), their conflicting views collide (Figure

6.2b). Thus, instead of creating benefits for both parties and possibly lead to radical innovations, the

initial collaboration that was pursued ended up in failing.

(a) Stakeholder views are aligned

(b) Colliding views

Figure 6.2: Two facets of Open Innovation

We observe that the perception of the openness of the stakeholder relationship differs from the

reality of it. The fact that conflicts arise in the process of jointly creating products, means that Telia

claiming that it engages in OI is questioned. Telia indeed lets ideas flow from startups outside in

through its open boundary, gets inspired by their ideas, and then benefits from them, as it gets a more

innovative culture internally. However, the inside out aspect of allowing its ideas to be incorporated

into the startups’ activities is neglected, as the original theory by Chesbrough (2003) predicts. In the

example of the Aarhus municipality tender, Telia did provide Sarita with simcards, but with a condition
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that since it provide simcards, it could leverage on their product later on. In difference, Arla actually

engages in OI with its stakeholders. This can be exemplified through its work with researchers. Even if

the two parties belong to different institutions, they still manage to mutually produce knowledge. This

can be seen in the Arla Food for Health programme, where Arla designs the project around three of

their research needs, but does not influence the actual research done by the participating researchers.

Judging by the lack of "inside out", we therefore see that Telia actually does not explore in its

innovative endeavours with the startups. The fact that Telia does not allow itself to explore new

domains, means that it wants to control the risks that come with trying something new. This explains

the unwillingness of the organization to spend resources, as returns are not guaranteed. As seen

in our data, many of Telia’s collaborations with startups have ended due monetary issues, as the

startup needed funding and Telia did not want to provide them with the amount they request. Thus,

instead of appointing resources to what entails risk and uncertainty in relation to returns, Telia pulls

out of the collaboration. As pointed out by our SUWG interviewee, "corporates want to see results

now". Nevertheless, innovation is a long-term and uncertain process, which entails patience and a

willingness to explore (He & Tian, 2017). Thus, one will not be able to see results or be able to harvest

on the returns immediately from an early stage startup. As SUWG argues "Telia meant it as well as

a corporate can mean it, without going all in". Thus, as Telia behave the way they does, instead of

capturing the opportunities that arise in the collaborative environment with its stakeholders, the

CO prefers to go with what they know. Such a reluctance of the CO to try something new does keep

the renommee intact, but it does not contribute to the velocity of organizational change. As a result,

incremental innovation will be perpetuated, both within the organizational boundary and in relation

to stakeholder collaboration.

As our data demonstrates, both case companies exploit in their practices, thus resulting in both

achieving incremental innovation. Literature states that a corporation should balance both explo-

ration and exploitation, which is as seen in the case of Telia a trade-off between the safe and known,

and the risky and unknown. As exploitative activities can be effective in the short-run, it is argued to be

self-destructive in the long-run (March, 1991). As we have seen from our data, Arla has been engaging

in exploitative activities in many years, thus according to literature it should have been experiencing

troubles in surviving. This has not been true in the case of Arla and a possible explanation is that it
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early on established first-mover advantages through exploration. This was not discovered while in the

field, but as the dairy producer were early in implementing innovative processes, e.g. Stage-gate, we

see this as being a possible explanation to its continued survival. Thus, according to literature, this can

be further maintained through exploitive activities. This being true, as Telia has yet not created these

first-mover advantages in the new IoT industry it seeks, if they do not leverage on the possibilities to

explore, and continue to exploit as it currently does, it is not guaranteed to survive in the long run and

break out of the structures of a struggling industry.

As we have discovered in our data, how Telia presented its innovation endeavours with the startups

seems by first glance as being exploratory and that it appears to be indeed very innovative. Never-

theless, the CO is still bound to its corporate structures who in the trade-off between uncertainty

and certainty, choose the safest card in order to ensure financial return. Which is within the DNA

of a corporate organization. Thus, Telia can seem to play an innovation theatre. As termed by our

interviewee, an "innovation theatre" is played out when a corporation present itself as being highly

innovative, but in reality, it is not. Nevertheless, Telia’s choice to engage in OI with startups has been

successful, as it has resulted in a more innovative culture internally. Which is why it choose the

approach of only collaborating with one, and very different stakeholder. Thus, for corporations who

want their organization to become more innovative internally, this strategy may be a path which can

accomplish this within a short time frame.

Nevertheless, Telia’s strategy as a means to become more exploratory and create radical innovation,

does not seem to hold ground. Its innovative endeavour with Sarita did not end up in a partnership

between the two, thus Telia missed out on the opportunity that arose. As previously noted, their

conflicting views contributed to making the collaboration difficult. According to literature, in order to

avoid myopia when overlooking opportunities, a corporation should engage in exploratory activities

with stakeholders outside the boundary of the firm in order to access sources of knowledge which are

relevant but also different (Nooteboom, 2011). Moreover, the higher the heterogeneity of the knowl-

edge between the collaborating parties, the higher the possibility of it having an exploratory outcome.

Thus, leading to opt for depth in the external search strategy (Laursen & Salter 2005). Choosing few

stakeholders from whom to draw deep knowledge is more likely to increase mutual understanding in

ways of working together.
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Then according to literature, the collaboration between Telia and Sarita should have been a success

story. Nevertheless, as seen by their conflicting views it was challenging for them to create a mutual

understanding. This is further underlined by Sarita: "It seems like a lot of corporates are opening to

innovation, but obviously it’s much easier to work with companies that also work with startups. And

understand the same language and work at the same pace". In difference, Arla works tightly with

selected stakeholders, which allows it to draw deeply from the knowledge the respective stakeholder

possess. Considering that the knowledge Arla leverage upon complements the knowledge it already

has, resulting in making it less challenging for them to create a mutual understanding. Thus, our data

demonstrates that the cognitive distance between the case companies and their stakeholders affect

their ability to collaborate.

As previously noted, Arla seeks to collaborate with many, various stakeholders in order to build

on its existing internal knowledge base. Moreover, the knowledge is obtained within the industry it

competes in. By scouting for potential stakeholders within the boundaries of the industry, they already

share the same language and understanding of its core market offering. For instance, the farmers

have an education within dairy, the researchers are studying dairy and the suppliers work to create

supplements for dairy products, thus they all have knowledge about the core product. Hence, they

share the same basic knowledge, which makes it easier for them to communicate and work together.

As according to literature, we therefore see the cognitive distance between the cooperative parties as

short.

Moreover, Arla has created an organizational culture developed over many years where innovative

endeavours are fostered internally. The processes, initiatives and its Innovation Centre bridge depart-

ments, thus making cross-functional collaboration effortless. Especially the decision to bring most of

the departments that work with innovation together at close physical proximity in the Innovation Cen-

tre, makes it easier to create a mental frame that is shared by the employees. Thus, its organizational

cognitive focus (Nooteboom, 2006) makes it easier to create a shared understanding and collaborate

together in order to achieve collective goals.
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In difference to Arla, Telia has chosen to collaborate with a stakeholder inherently different then

itself. As its endeavours of collaborating with the startups have shown to be pursued to create a

more innovative culture internally in the organization, what the CO is really trying to achieve is

organizational cognitive focus (Nooteboom, 2006). Thus, instead of creating a mutual understanding

and way of working with its stakeholder, it tries to create a shared understanding and a shared mental

frame amongst the employees by leveraging on innovative efforts. Thus, limiting its possibilities to

explore.

"But of course there is a completely different innovation type that they are doing. You know we are

sitting at a gas station and you know, use all the resources we can to do something. It’s not very like

theoretical approach to innovation, it’s very practical, a really applied one. So I think for them it was a

little bit of a shocker to come down and see like, oh my god you create it here in these 15 square meters

with a dental industry machine and stuff. So I think we are definitively operating in different worlds"

Sarita’s statement that they operate in different worlds, underlines again the difficulties of the

collaboration. As they both exhibit different knowledge and institutional characteristics, it’s difficult

to create a shared language and understanding. This was further expressed by SUWG: "there is a big

difference between being a startup and a corporation (..) It’s a different mindset, a different culture, it’s

a different way of looking at life and work". Due to these dissimilarities, it is more challenging and

complex for the collaborating parties to create a shared, common mental frame. We do experience

the two to come from different thought worlds and they enter the collaboration with different mental

frames, thus creating a distance between the stakeholders. It is seemingly a difficult marriage. You are

mixing an entity that is "innovative by nature", with someone who wants to become more innovative,

as it is seen as an imperative for competitive advantage nowadays. Furthermore, the CO is not entering

the collaboration with a main focus on making the collaboration as successful as possible, but to

leverage on their entrepreneurial characteristics in order to instil entrepreneurial behaviour inside the

organization. Thus, what is at stake for the collaborating parties differs.
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As seen from our data, the cognitive distance between the case companies and its stakeholders

does affect their ability to engage in OI. Whilst having a collective mental frame within the CO is

necessary to make the internal efforts viable, this can also limit it from exploring. Hence, the case

for collaborating with stakeholders outside the boundaries of the firm is made. One needs to be

aware that when the distance is too great, it becomes problematic and imposes challenges to the

collaboration. If the distance is shortened, there is an increase in mutual understanding, thus making

it easier to collaborate. Nevertheless, doing so persists the risk of myopia as one continues to seek for

exploitative innovation. In order to create exploratory innovations, one must seek stakeholders whose

knowledge can lead to greater novelty.

As both case companies do not manage to simultaneously pursue both exploratory and exploitative

practices in order to enhance their innovative performance, we conclude that they have not managed

to find stakeholders at an optimal cognitive distance as proposed by Nooteboom (2006). The optimal

distance is made possible when your stakeholders contribute with new knowledge, whilst still at a

distance where mutual understanding between the collaborating parties are possible. This discussion

will continue in the following chapter, where we present a revised version of the Stepping Beyond

model as a result of the analysis. Some recommendations for achieving optimal distance will also be

provided.



Chapter 7

Discussion and Future research

In the previous chapter we presented our empirical findings and analysed, compared and connected

findings to the relevant literature, thus enabling us to answer the problem statement. We will in this

chapter firstly present the implications for theory. As a result of the analysis, we found it necessary to

revise and extend the Stepping Beyond model, as to make it applicable in a corporate context. We

will present and explain all new elements of the model in a sequential manner, leading up to the

final extended model. Following, we present the implications for practice, as there are still some

considerations for those will leverage on the model. We will provide recommendations based on our

data for practitioners to keep in mind when engaging and sustaining OI relationships. We will end this

chapter with research limitations and reflections on how researchers can further contribute on the

subject.

7.1 IMPLICATIONS FOR THEORY AND PRACTICE

7.1.1 Stepping beyond with corporate organizations

As we in our analysis applied the model of Stepping Beyond (Breuer et al., 2013) to the case companies,

we have developed a revised model applicable for a corporate context. Breuer et al. (2013) developed

the model of Stepping Beyond from a viewpoint of the SME. As we analysed our findings from the field,

we saw that some elements of the model can be applied to the corporate case. To make the model

functional and relevant, we relied on data results and theoretically thematized them, which resulted

in the new elements added to the original model. The new version of the Stepping Beyond model

is presented by showing the stages and reasoning for adding each new element to it. Moreover, an

explanation of how to best make use of the model, and the opportunities it poses for future research

will also be presented in the following section.
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As analysed in section 6.3, we discovered that the case companies do in fact follow the paths of

stepping aside and ahead. We did not obtain information which supported the argument that a CO

steps back, thus in the revised model this step is not included. We observed that both case companies

step aside to engage in OI with their respective stakeholders, thus confirming the argument made

by Breuer et al. (2013). Nevertheless, we also observed through our data that in order for the case

companies to envision the future, they have to step aside in order to step ahead. This results in a

discrepancy with the original argument that SMEs only step ahead within the boundary of the firm.

The data retrieved from our fieldwork reflects that it is an imperative for both case companies to

step ahead and aside, whilst simultaneously leveraging on their internal sources to enhance their

innovative performance.

Breuer et al. (2013) states that only when stepping aside, both degrees of innovation can occur.

When stepping back and ahead, only incremental innovation is feasible. We challenge this assumption,

as we see that both degrees can also occur when stepping ahead. When forseeing the future, it

entails stepping aside before stepping ahead, thus engaging in OI with the same stakeholders. As

a consequence, this makes it possible to achieve radical change that they need for entering the

envisioned future. Thus, we do not see these two steps as separate activities, but make the case for the

interconnectedness of the innovation outcome when engaging with stakeholders both for the present

and the future. As the original model only implies that incremental and radical change can results

from stepping aside, we find it necessary to illustrate the two innovation outcomes in such a way that

it could also include the stepping ahead. For this reason, we added the two outcomes as zones outside

the innovation funnel. Following this, we do not make changes inside the boundary of the firm, as

it is included in the incremental zone. Breuer et al. (2013) mentions that inside the boundary only

incremental change happens, so our additions do not invalidate this point that we agree upon in the

original version. In order to show that stepping aside and ahead is connected, we illustrate this by the

larger detour that needs to be taken, by first stepping aside and from there stepping directly ahead.

Moreover, we replicate them to enter both the incremental and radical zones. These additions are

added graphically below, showing the refined detours and incremental zones that are reached.
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Figure 7.1: Revised model including elements of detours and innovation zones

During our initial interview with Telia, we experienced it as engaging in exploratory practices.

As we further interviewed the other stakeholders, they provided insights which reflected conflicting

views between the participants. We found a divergence between how Telia and Sarita experienced

their common endeavours. Therefore, it made us question whether Telia is really engaging in OI. Telia

does let ideas from the startup flow outside and in through its boundary. Nevertheless, the inside-out

aspect of OI as proposed by Chesbrough is seemingly neglected. The corporate does not allow its

technology to reach the new market that Sarita pursues. Instead, Telia makes sure its technology is

not modified, so it remains within its own path to market. Thus, we argue that Telia does not engage

in exploratory practices. Moreover, we argue that its innovative endeavours with the startups can’t

be termed as OI in this case, but rather co-creation. As we have seen from our data, if a CO want to

create radical innovation, it must engage in exploratory activities. Thus, we see the area where radical

innovation is feasible to be the exploratory ground. However, even if Telia argues that through the OI

activities it is reaching the radical zone, our data situates the CO in the incremental zone through the

lens of the revised model.
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The final added element considered for the extended Stepping Beyond model is cognitive distance.

Our data confirmed that the cognitive distance between a CO and its stakeholders affects the inno-

vative outcome of OI. By choosing stakeholders that share similar knowledge, language and similar

mental frames, makes it easier to create a mutual understanding. Moreover, when no new knowledge

is sought, and it builds on the existing knowledge of the CO, it will result in incremental innovation.

We therefore argue that the CD between the stakeholders is too short, thus not resulting in radical

innovation. In the following graphical representation, we illustrate the too short and too long CD as

the arrows reaching the two zones. The arrows represents the inflow and outflow of knowledge when

engaging in OI.

Further building on these ideas, when two stakeholders who enter the collaboration come from

different thought worlds, their conflicting views collide. As our data demonstrates, if it is not managed

to construct a shared mental frame and understanding between the parties, the CD between them

will remain too long. This would result in hyperopia. Subsequently, when the CD is too short it then

results in myopia. Both hyperopia and myopia do not lead to any innovation outcomes out of the

collaborations. The myopia is shown in the graph to reside within the boundary of the organization,

while hyperopia is situated beyond the radical zone. In the following graph the length of the cognitive

distance represents the distance between the CO and its collaborative stakeholders. Thus, the lines

start from inside the boundary of the CO and stretch to the innovation zones where it is implied that

the stakeholders are located.



98

Figure 7.2: Illustration of short, long and optimal cognitive distance

The more difficult it is to create a shared mental frame and understanding, and the more "new-

ness" the knowledge bring to the firm, the longer becomes the distance between the CO and its chosen

stakeholders. As the data highlights the problematic nature of a CO engaging in OI with its agile

counterpart, we question whether it is possible to create such a shared mental frame between the two.

Due to their inherent differences, e.g. culture, mindset, work etc., our data reflect that it is seemingly

a difficult marriage. Moreover, as in the case of Telia, as it does not seek to make this relationship

beneficial for both parties engaged, it does not, to use the terms of Telia, "fly, but it fails".

Finding the optimal distance between stakeholders according to Nooteboom (2006) is seemingly

difficult to comprehend and apply in practice, as it is defined as "large enough to yield novelty, but not

so large as to preclude mutual understanding". This confirms with the findings from our research,

as one case had too short CD and the other too long CD between the CO and the stakeholder. Thus,

they have not found the optimal distance. Trying to combine the theory and our findings, we see the

optimal distance to be reached when a CO manage to simultaneously pursue both exploratory and

exploitative practices, resulting in both radical and incremental innovations. The optimal distance is
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illustrated as a dot in the model, at the border between the two zones.

Based on the findings from our data, the original model as suggested by Breuer et al. (2013) can

not be applied to a corporate context in its entirety. As we detected various discrepancies, we needed

to revise and extend the original model in order for it to fit the reality of the case companies. The final

expanded Stepping Beyond model applied to a corporate context is presented below, adding the most

important elements we have revised until now.

Figure 7.3: Stepping Beyond in a corporate context

We want to mention factors that are not taken into consideration in our extended model, but

that we see as important to mention and can be suggested for further research. Firstly, we have not

illustrated what happens inside the boundary of the firm. But as our data has demonstrated and as

presented in this thesis, the internal processes are highly important for the CO in addition to engaging

in OI. Moreover, in order to leverage on the stakeholders in which one engages in OI with, a CO needs

to have processes in place. We have not illustrated what processes are in place within the boundary

of the firm, whom the processes should be initiated by or how this is done in the extended model.

The channels which a CO uses to connect and communicate with stakeholders is not portrayed in
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this model. Additionally, we see the CD between the stakeholders from how it is portrayed by the

companies we have engaged with in the field. Thus, the distance may be perceived as different by

other stakeholders engaging in OI with the case companies. Lastly, as we have not observed the CO to

"step back" behind the starting point of the innovation funnel, it does not entail that a CO does not

engage in this activity. Why we did not observe this step may be because the steps in the model are

not applicable for a CO, as well as for an SME, or that we lack the extensive data to show that this takes

place.

7.1.2 Sustaining collaborative relationships

The above-described model illustrates that an organization can become more innovative by engaging

in open innovation. Our model also proves that the choice of cognitive distance results in specific

degrees of innovation, which then resonate with the innovative activities of the corporation. Even if

our model can be used for making choices between stakeholders placed at varying cognitive distances,

choosing partners at an optimal distance still remains a challenge in practice. We have shown in the

analysis how the quality of the relationship is linked to the cognitive distance. We then suggest that

managing the relationship dynamics is an antecedent to shortening cognitive distance and sustaining

it over time. Some suggestions on how this can be done, stemming from theory and data, are provided

as follows.

The balance between transparency and inclusion are overarching considerations in any open prac-

tices. In order to be transparent, a company needs to make the information it holds widely available

both internally and externally. In order to be inclusive, a company needs to allow stakeholders, both

internal and external, to influence its strategy. Before the stakeholder collaboration starts, some core

principles need to be put in place, as formulated by Antorini, Muniz & Askildsen (2012).

One principle is to be clear about rules and expectations. If it is not made clear how the process

will work, it will lead to frustrations from both sides arising from unmet expectations. This was noticed

in the conflicting views mentioned previously between Telia and Sarita, where the partnership was

being developed on the go. A solution could then be a contractual agreement, in which the roles

and deliverables are clearly stated. Another consideration is to ensure a win-win for those involved

in open practices, so that the needs of the other party are not neglected. Telia wanted to get going
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with the product development but didn’t align with the pace and interests of Sarita. One important

matter to consider is that outsiders are not insiders, meaning that stakeholders are not extensions of

companies, but should be treated as independent entities. Even though in open practices the solutions

are developed jointly, one needs to allow the partners to do their own thing, as when Sarita wanted to

pursue the B2B product.

Innovations call for different environments, as one size does not fit all. For this reason, Arla

designed each space at the Innovation Centre to correspond to the way of working with the different

types of stakeholders. As banal as it sounds, one needs to be as open as possible when interacting

with stakeholders. Imposing rules will limit the desire of stakeholders to be involved, and will restrict

their sharing of knowledge, which is what open practices are concerned with. Considering all these

will ensure a balance between the needs of the organization with that of its stakeholders during the

collaboration period.

Our data allows us to further elaborate on the literature, by adding the factors which we saw

affected the sustainability of stakeholder relationships in the two case companies. These were among

the main categories that emerged from data processing. The presence in an ecosystem is an imperative

one. In order to familiarize oneself with those located at longer cognitive distances or to strengthen

the position with those at a low cognitive distance, the organization needs to make sure it is involved

and known by the members of the ecosystem it is interested in. When initiating a collaboration with

those at a long cognitive distance, it is recommended to use an intermediary, like the facilitators used

by both case companies when engaging with startups. Along with this thought, a corporation gets

faster results from startups that are mature enough. We don’t claim it shouldn’t consider early stage

ones, as ideas can indeed inspire, but it should be aware that the pace of work will not match. This

means that urgency needs to be accounted for. It is again underlined how mutual understanding can

align the goals of disparate stakeholders.

Corporate organizations need to be aware of their own bureaucratic stiffness and consider the

effects that a slow response can have on the businesses of its stakeholders. To ensure the continuity,

the organization needs to make sure it has a process in place. In this way, the collaborations don’t

cease with the departure of a specific manager, thus ensuring that the established stakeholder contacts
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can be grasped at any moment. To reach a higher degree of novelty, a CO needs to be ready to spend

and potentially lose money, otherwise the CO puts up an "innovation theater", where they do not

mean the claims they make about the relevance of innovation. Finally, COs need to not be so much

concerned with "saving face" and reputation. Engaging with unusual suspects and reaching for a

higher degree of novelty can bring risks to the renommee. However, when one truly intends to have

open practices, it needs to expose itself to both positive and critical feedback from others.

7.2 LIMITATIONS OF OUR RESEARCH

It is possible that the outcome of this research would have varied if we would have gotten access to a

larger pool of external stakeholders, which would have confirmed or disconfirmed our assumptions

of how they’re being leveraged on by the CO. Since cognitive distance is measured between different

institutional settings, it may be a limitation that we only portrayed the distance through one perspec-

tive. In order to better grasp the differences, and the ways to tackle them, we would need to employ an

equal amount of efforts in data gathering and processing, and equally thematize the distinct narratives,

in order to analyse all emerging data categories. For the present research, we only had the chance to

do it for one case company, but not for the other. Nevertheless, the fact that we did not analyse the

multiple stakeholders that collaborate with our case companies gave us the opportunity to dive into

the motivations of the corporation. Since we claim in this paper that no stakeholder engagement is

resultative if it is not leveraged based on an innovation process put in place by the corporation, it is

therefore a strength that we deeply analysed the side of the CO and discovered whether such processes

existed and functioned.

Another limitation may be that we only spoke to the top managers, who usually tend to speak in

corporate words. Since they are not the only ones that collaborate with the stakeholders, it would have

been a good idea to also speak to the employees, and get other perspectives on the OI activities lead

by the respective managers. This would then pose an interesting case for studying cognitive distance

between managers and employees. However, our focus in this paper is not oriented towards individual

perceptions, but how the perceptions are connected to the internal and external innovative practices.

In this case, a manager that is bridging the corporate interest with innovation necessities is seen as

more relevant to provide insight. Our research is based on past recollections and opinions. Being part
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of the mentioned collaborative activities would have given us the chance to be more objective, and

not depend on third parties to provide the core information, as opposed to observing it for ourselves.

Even so, observations are not useful if they don’t unravel the meaning behind it. True meaning does

not reside in how many teams are part of a hackathon or what the consumers decide the next cheese

snack should taste like. What really matters in this case is what happens before and after organizing

the collaborative activities per se.

7.3 FUTURE RESEARCH

Our research shows how an organization can leverage on its innovation activities by detouring and

integrating stakeholder perspectives. Moreover, the model we presented has been refined using both

theory and data, to ensure its applicability in both theory and practice. Any research has limits to how

much it can uncover. For this reason, by taking this research as a starting point, we suggest further

ways in which the present research can be tested or further refined through theoretical and practical

lenses. We present suggestions that we find interesting to pursue, but of course the only limitation is

the imagination of the researcher.

An immediate suggestion would be to take our refined model and test the assumptions on a larger

sample of companies that engage in OI. This is based on the fact that our research was limited both in

time and access to data. However, we advise not to take too big of a sample size, as understanding the

implications of our model requires an in-depth approach since the data unfolds within the context of

the phenomenon. Therefore, we recommend selecting more companies and analyse them as case

studies, which would make a comparative analysis possible. When refining the model, we left the

stepping back step out of it, since our data did not provide enough insight for making arguments. If

one is to analyse the stepping back, it can be done both by looking at how a corporation can step

back and if it can foster radical innovation by doing so, since the original theory suggests only an

incremental outcome. Moreover, it can be studied whether stakeholders are integrated in stepping

back, since our model confirms it is only done when stepping aside and ahead.

An important component in our model is the inter-relationships with stakeholders. We show that
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a corporation and startup require a facilitator in order to establish and manage the collaboration. Both

our case companies used a facilitator, but we have only touched upon one side, since it required more

elucidation. However, either by taking our two cases companies or choosing others, a comparative

study can be done of the three actors involved in the collaboration. Our focus was on the corporate

perspective, however all perspectives of the stakeholders involved can be analysed with similar rig-

orousness. This research could also focus on the ways in which the facilitator balances the needs of

each side. Since inter-stakeholder collaboration was a main focus for us, we would be curious on how

it is manifested in the context of private-public collaboration, since we’ve studied it in the private

sector. Therefore, the angle of collaborating with public authorities, which might reside at a "too far"

cognitive distance may lead to more interesting insights. Cognitive distance can also be studied not

just between organizations, but also on a managerial level, by analysing how differing managerial

mindsets unfold during open practices.

We discuss in our paper that choosing stakeholders at an optimal cognitive distance requires

relationship management for sustaining it. Further research could look at other factors that would

help achieve the "golden middle" of not being too close or too far. Relationship management can also

be a focus when taking into account successful collaborations that have endured the test of time. In

this case, a longitudinal study over a large period of time may suggest what factors there are to be

considered in choosing and sustaining the pattern of interaction. Lastly, our research shows that OI

has beneficial practices for the innovation agenda. The question then arise whether it can also have a

destructive effect.



Chapter 8

Conclusion

In the present research, we examined how various external stakeholders are integrated into the inno-

vation process of the corporate organization, and investigated whether choosing a specific type of

stakeholder to collaborate with is linked to the resulting innovation outcome. In order to understand

how stakeholders are integrated into the innovation process, we first had to elucidate what form the

innovative processes take. Looking into this aspect gave us the possibility to see what was lacking in

the implementation of innovation in the context of COs, and how the input from stakeholders solves

the matter. Therefore, we analysed what type of understanding is being sought when doing open

innovation, and the anticipated effect of the stakeholder insights.

Since the central model chosen for this research combined the corporate innovation and OI

aspects, we then tested it for applicability. We found this necessary, as we were familiarized with the

struggles of corporate organizations in keeping up with an innovation agenda, and were interested

to find a way of making the implementation of innovation easier. Similarly, we examined if there

were ways in which the corporate can anticipate future outcome of collaboration when engaging the

stakeholders in the process. As the choice of stakeholders varied, we assumed that the potential of the

innovation outcome also varied. This is why we considered relevant to look at the differences between

perceptions and institutional logics, which we labelled through the concept of cognitive distance. The

motives for and manifestation of OI endeavours are important, but what truly matters in the end is if

these collaborations have the desired impact on innovation. If so, how can OI be sustained then over

time, without loss of quality. These were the questions that guided our research.

105
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To answer them, we took two of the biggest Danish corporations Arla, a dairy company, and Telia,

a telecommunications company, and compared the way they innovated. Both companies specifically

engage in OI, while also being situated in contrasting industries. Hence, we saw there are actual

parallels in the use of stakeholders, despite the differing offerings that result afterwards. This is

why we went for face-to-face lengthy elite interviews with top managers, who gave us their insider

perspectives and recollections of the collaborative activities they took part in. We also backed up their

claims with other communication materials created by the respective corporations, but considered

their in-depth narratives to be of higher value. We were fortunate enough to also be invited at the

very spaces where OI activities took place, and observe how much attention the corporation actually

invests in creating the channels and means to innovate with stakeholders. We took it one step further,

and reached out to those located outside the corporate boundary, and investigated the cognitive

distance between the parties. While the theory on innovation practices and OI did provide a guiding

framework, we preferred reality as the primary source of knowledge. For this reason, we were loyal

to the rhetoric used by the interviewees, both in the context of each discussion separately, as well

as when comparing the different interpretations. Such a thoroughness allowed for the creation of

thematized categories, which were continuously refined until reaching theoretical saturation. As

much as we, the two researchers, jointly designed the research every step of the way, we also leveraged

on our differences. Therefore, the processing of data was done separately, and then brought together

to create the final data structure, comprising the knowledge from the fieldwork.

The data reflects that both Arla and Telia are corporations that have embraced the path towards

an innovative change. Even if it is no surprise that the corporations confirm the role it has on growth

and competitive advantage, what surprised us was that Arla has started implementing change more

than 30 years ago. Both COs state that innovations help them redefine themselves, even though they

operate in distinct industries. Even so, both industries go through imminent change, which forces

the organizations to adapt, or fade. Whereas Arla discovered that change needs to be defined by a

sustainability agenda, Telia defines change through the perishing of Telecom as we know it. Therefore,

the Telecom corporate does not want to keep its identity, but seeks a new IoT one. Unfamiliar with

what such change will bring, both Arla and Telia use OI as a means to leverage on outside knowledge.

When moving towards the unknown, one needs guidance. The ecosystem of partners differs both

in size and in scope. Arla sets a good example of good behaviour towards its stakeholders, which is
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proven by the multiple and long-lasting relationships, that reinforce its ecosystem. Conversely, Telia

neither has an ecosystem, nor numerous partners. Nevertheless, the potential of OI is not dimin-

ished, by looking at the type of stakeholder that it prioritizes. In engaging in OI with startups, Telia

makes a courageous step into unfamiliar territory. Corporations and startups are worlds apart, and

it is precisely in this difference that potential lays. A long cognitive distance is more likely to hinder

communication and increase frustration for both sides. But one does not change, if it surrounds

oneself with those alike. Telia needs radical change, and it is only by reaching out to those residing at

a long cognitive distance, that the corporate can hope to get there one day. Quite the opposite, Arla

has created a functional network of stakeholders, sharing similar knowledge. In this way, changes

are quick and risks are manageable. However, the outcome can only be an incremental one. Arla is

ensuring the survival of its core product offering, by fitting innovation into it. Given that it holds the

greater share of the market, it does not have the same pressure for competitive advantage that would

push the CO to collaborate with those outside its range of knowledge, like startups. Nevertheless,

no corporation is safe from disruptive change. For Arla, that change did not come yet. If it keeps on

refusing access of those at a long cognitive distance, when the change does come, it might be too late.

As a result, this points to the need to sustain relationships over time. There is no universal solution in

preserving OI over time. What we concluded through the two case companies, that it all starts with

awareness. Catering to the needs of your partner is a prerequisite for a successful relationship, both in

life, and in the business world.

As a result of this research, we attempt to provide solutions to the problem of efficiently integrating

external stakeholders into the existing innovation process of a corporate organization. We elucidate

that the CO cannot bring in knowledge from outside until there is organizational openness to change.

Organization openness is manifested through the stable processes that are put in place, and readiness

to accept financial and reputational risks. Our study shows that the necessity of involving external

stakeholders is undisputed, as it is the only way to prepare a CO for the imminent disruption. Follow-

ing this, it is not enough to have processes in place to only seek to satisfy the corporate interest. A

corporate organization cannot fully integrate external stakeholders into the innovation process, when

the interests of the latter are not respected. In this case, these stakeholders are being exploited, not

integrated. The problem of predicting which stakeholders to choose so that the necessary innovation

outcome is achieved has also been addressed throughout the research. We show that innovation
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within the corporation is not static. The outcome of the collaborative process depends on choosing

stakeholders that resonate with both the current and future needs of the CO. More so, choosing and

integrating external stakeholders is not a guarantee for mutual understanding. However, mutual

understanding is achievable with any type of stakeholder, it is only a matter of finding the optimal

cognitive distance, and sustaining the commitment.

The insights of our research raise some questions for academia. Although the CO has been charac-

terized by stability, control and specialization, practising OI within the CO seems to be changing the

very nature of the corporate. Organizational renewal, trying out new things and losing the grips of

control are diametrically opposed to the normal attributes of a corporation, but they seem to define

the innovative corporation. The position of dominance in the market is threatened by the disruptor’s

that bring new technologies and approaches. Nevertheless, the CO can attain the disruption, if it

engages new entrants in the OI process. In this case, taking all the side steps in the innovation funnel

should include outside stakeholders, and not just the step aside. In order to be disruptive, the core

organizational values of the CO would then have to resonate with those of the new entrants. At

the same time, the step ahead should be then reoriented towards the new direction that the new

entrant is providing. Schumpeter proposed 5 types of innovation, namely new goods, new methods of

production, new markets, new sources of inputs and new organization. Maybe it is time to come up

with a 6th form of innovation - new relationship. Knowledge is carried and created by people, and

accessing that knowledge requires its own innovative capacities, such as relationship management.

To this day, the OI concept is understood as the purposive use of inflows and outflows of knowledge.

However, if not managed in the first place, these relationships will not allow for the flow of knowledge

to follow any direction.

Future researchers should consider investigating whether collaborating with startups does indeed

bring radical innovation for the CO, as we only have proof of the potential it bears. We also do not

consider that the extended model we created is the final and true form of how an CO can go beyond the

innovation funnel. Therefore, we encourage further research to add to the model, or even challenge

the assumptions we made. Researchers could also look at whom needs to create and be part of the

processes that bridge internal and external innovative activities. Our cases show either a lack of

process or a process that is already in place. By adding more details to this aspect, managers could
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then be informed about how processes are created, and put this into practice. As we have formulated,

processes go hand in hand with sustaining relationships, when striving for a continuous OI. We give

some recommendations to how relationships can be sustained, but of course the list is not exhaustive.

Hence, further research is welcomed.

Our research shows that innovation is an aspiration for COs, as it is considered the leading

component for success in today’s global and unstable environment. Technological advancements

reshape competition in every sector, driven by disruptive new entrants. However, even if COs agree

on the benefits, they lack the necessary attributes In order to identify and explore the necessary

opportunities to grow in such circumstances, a CO needs to infuse entrepreneurial activity within the

organization. These opportunities arise both internally and externally, and require continuous effort

and improvement. An innovative behaviour needs to be encouraged by top level management and

cultivated in employees. As statistics show, corporates that are recognized as strong innovators also

have an open structure for collaboration in place. By engaging in OI, the CO challenges its own status

quo, and is provided more clarity and speed for reaching the next big thing. Danish corporations have

built the reputation of being innovative by collaborating more in innovation activities. Time will show

if by engaging and capitalizing on external networks, Danish and non-Danish corporations alike can

then metamorphose from being the laggard, to being the driver for change.
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